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UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF TEXAS

AUSTIN DIVISION
LONESTAR AIRPORT HOLDINGS, LLC, )
)
Plaintiff, )
)  CIVIL ACTION NO. 1:22-CV-00770-RP
V. )
)
CITY OF AUSTIN, TEXAS, )
)
Defendant. )
)
)
)

FIRST AMENDED COMPLAINT

Plaintiff Lonestar Airport Holdings, LLC, by and though its attorneys, files the following
First Amended Complaint, pursuant to Fed. R. Civ. P. 15(a)(1)(b), against Defendant, the City of
Austin, Texas, for declaratory and injunctive relief and damages based on the City’s imminent
unlawful taking of Lonestar’s property and the City’s ongoing breaches of its agreement with
Lonestar. Amendment of the complaint is authorized by Fed. R. Civ. P. 15 without leave of Court
because this pleading is being filed within 21 days of the City’s “service of a motion under Rule
12(b)” directed at Lonestar’s original complaint. As explained below, the City’s actions have
caused or threaten to cause Lonestar irreparable injury as well as hundreds of millions of dollars
in damages.

INTRODUCTION

1. In 2016, the City of Austin sought private-sector investment in a new terminal at
the Austin-Bergstrom International Airport. The City hoped to attract low-cost airlines, while
shifting the significant cost of renovating and operating a then-defunct remote terminal to the

private sector. In exchange for the significant up-front investment—and for taking the risk that
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new tenants for the terminal might not materialize—the City was willing to grant its private-sector
partner a 40-year lease and concession agreement. The investor would build and operate the
terminal. The ultimate investor, Lonestar, agreed to make the needed investment in exchange for
the long-term lease and concessions and a first right to participate in any expansion of the terminal
or any new facilities at the airport. The long-term goal of both parties, reflected in the plain
language of the agreement, was to build and operate an airport for the future.

2. This lawsuit arises from the City’s unlawful attempt to avoid the obligations of the
contract it only recently entered, seize for itself the significant business Lonestar has successfully
developed at the new terminal at the Austin Airport, and deprive Lonestar of all of its economic
and other rights under the 40-year lease and concession agreement. The result is an
unconstitutional taking in violation of the Fifth and Fourteenth Amendments to the U.S.
Constitution, and breaches of multiple express terms of the contract between the City and Lonestar.
That contract provides for jurisdiction in this Court and for injunctive relief for any such breach.

3. The City negotiated and, with the unanimous approval of the City Council, entered
into the South Terminal Lease and Concession Agreement (the “Agreement”) in March 2016. The
City did so with the intent of inducing Lonestar to invest the tens of millions of dollars needed to
renovate and operate the “South Terminal,” which is owned by the City. The parties’ shared vision
was to turn the South Terminal into a profitable and efficient commercial airline terminal for ultra-
low-cost air travel that could benefit Austin residents. By its express terms, the Agreement is not
only a “lease™; it also grants a “concession” to Lonestar to operate a business on the property
subject to the lease and grants enforceable rights to participate in future development and

expansion of the Airport. The City’s grant to Lonestar of the enforceable right to participate in
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future development and expansion of the Airport was a central part of the bargain: absent the City’s
grant of such right as part of the parties’ relationship, Lonestar would not have entered the deal.

4. Lonestar has held up its end of the bargain. In 2016 and 2017, in express reliance
on the rights granted by the City in the agreement, it invested tens of millions of dollars, executed
a gut remodel of the terminal, and negotiated and entered agreements with Allegiant, Frontier, and
the myriad service providers necessary to run an airport terminal. In short, it developed a thriving
business, which currently serves more than 57,000 passengers a month under Lonestar’s
management. In so doing, Lonestar conveyed substantial value to the City by adding substantial
capacity to the Austin Airport at Lonestar’s own expense. Lonestar could serve even more
passengers at the South Terminal but for the breaches of the Agreement by the City.

5. Precisely because Lonestar has proven to be exactly the partner the City hoped for
when it entered into the Agreement, the City is now attempting to seize Lonestar’s successful
business unlawfully and to deprive Lonestar of its rights under the Agreement by purporting to
condemn the Agreement it induced Lonestar to enter into just a few years ago. In the words of the
City’s current Executive Director of Aviation in a letter to Lonestar, the City wants to condemn
Lonestar’s rights under the Agreement in order to gain “control” over the South Terminal, i.e., to
take Lonestar’s business.

6. The City’s Executive Director of Aviation’s statement reveals that the City’s
current scheme is not motivated by legitimate City needs at the Austin airport, but instead is simply
the product of an intentional decision by the City’s current airport administration to reverse the
City’s earlier decision to enter into a public-private partnership with Lonestar. Specifically, new
leadership of the City’s Department of Aviation wants out of the City’s lawful contract with

Lonestar, and the City is deliberately abusing the Texas condemnation process to advance its plan
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to take over and operate the business Lonestar has built and operate it. The City’s officials, acting
under the color of state law, are invoking Texas’s “quick-take” statute, Tex. Prop. Code § 21.020,
to assert immediate control over Lonestar’s entire business at the South Terminal before the
propriety of the taking can even be challenged, yet alone assessed.

7. The City’s unlawful actions are creating an immediate and tangible threat to
Lonestar’s constitutional rights secured under the Fifth and Fourteenth Amendments, and are
breaching the City’s contractual obligations. Both warrant immediate, and eventually permanent,
injunctive and declaratory relief. The City’s unlawful campaign to deprive Lonestar of its rights
under the parties” Agreement has already caused Lonestar to suffer substantial damages.

OVERVIEW OF THE PARTIES’ RELATIONSHIP

8. Lonestar and the City entered the Agreement in March 2016. Under the Agreement,
Lonestar committed to make significant investments in renovating and operating the South
Terminal. In exchange, Lonestar negotiated for, and received, numerous commercial rights from
the City. These include:

(1) a right to occupy and use the premises on which the South Terminal lies for a 40-

year term without interference from the City;

(11) an exclusive first right to participate in any expansion at the South Terminal or

construction of new facilities at the Airport; and

(ii1))  an express obligation on the part of the City not to take “any action . . . the primary

purpose of which is to avoid honoring any of its commitments and obligations under this

Lease.”

0. The City also agreed to have any disputes between the parties heard in this Court

and that any breach of the Agreement could be prevented with a request for injunctive relief.
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10.  Lonestar honored—and continues to honor—its obligations under the Agreement.
Its operation of the South Terminal has been an extraordinary success.

11.  After execution of the Agreement, Lonestar infused $12.5 million to overhaul the
South Terminal, resulting in a completely remodeled interior, improved customer amenities, and
additional parking. Lonestar officially re-opened the improved South Terminal on April 13,2017,
with Allegiant Airlines serving as the first tenant. Lonestar has continued to invest heavily in the
South Terminal, spending more than $20 million. To date, more than 10,000 ultra-low-cost carrier
flights have departed from the South Terminal. In the first six months of 2022 alone, Lonestar’s
airline tenants accommodated more than 257,000 passengers at the South Terminal (over 1,400
daily).

12.  Lonestar’s rapid renovation of the South Terminal and development of a successful
business there have been lauded by the City and by third parties. The City’s prior Executive
Director of the Department of Aviation (“DOA”), Jim Smith, referred to the South Terminal
partnership with Lonestar as “cutting edge,” and a “test-case” for public-private partnership at
airports.

13. Industry and media sources also regularly refer to Austin’s partnership with
Lonestar as a model for how to efficiently improve airport operations. Politico Magazine, for
example, profiled Lonestar’s renovation of the South Terminal as an example of “[p]rivate capital

... driving long-overdue improvements.”! Separately, CAPA - Centre for Aviation—a leading

! Politico Magazine, The Cure For America’s ‘Third-World’ Airports (Feb. 16, 2017),
available at https://www.politico.com/magazine/story/2017/02/america-airports-investment-
improvement-infrastructure-214790/.
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international industry publication—noted U.S. airports’ funding crunch while observing that
“public-private partnerships” such as the South Terminal “are (comparatively) thriving.”

14.  Despite the South Terminal’s success, the City’s approach to its partnership with
Lonestar drastically changed in the summer of 2019—three years into the Agreement—when
Jacqueline Yaft replaced Jim Smith as Executive Director of the DOA. The new administration
reversed the City’s prior approach to its partnership with Lonestar, based on its stated desire to re-
assert “local control” over the Airport. Where the prior administration sought to have Lonestar
take on the substantial risk needed to invest in, renovate, and operate the South Terminal and to
participate in any expansion or new facilities at the Airport, once Lonestar’s renovations and
business model proved to be successful, the City’s new administration embarked on a campaign
to avoid its obligations under the Agreement, damage Lonestar’s business, and oust Lonestar from
the Airport.

15. These efforts began with the City’s sudden change of approach to the potential
expansion of the South Terminal. Before the change in administration, Lonestar and the City were
in advanced discussions about a substantial expansion to the South Terminal, dubbed “South
Terminal 2.0.”

16. But the new administration ceased good faith negotiations regarding “South
Terminal 2.0,” and deliberately interfered with Lonestar’s efforts to raise funds with potential
investors for that effort. It did so by submitting—and simultaneously disseminating through
Austin’s media—an unsolicited offer to buy-out Lonestar’s rights under the Agreement for a mere

$10 million in November 2019. That amount was significantly less than Lonestar had invested in

2 CAPA — Centre for Aviation, U.S. airports' funding crunch — are P3s the answer? (Feb. 23,
2021), available at https://centreforaviation.com/analysis/reports/us-airports-funding-crunch--
are-p3s-the-answer-550179.



Case 1:22-cv-00770-RP Document 38 Filed 10/12/22 Page 7 of 60

the South Terminal, and a mere fraction of the actual value of Lonestar’s business and its rights
under the Agreement. This is not simply Lonestar’s opinion: there were contemporaneous market
bids for Lonestar’s interest that suggested the City’s offer bore no relation to the market value.

17.  Inso doing, the DOA sought to cast doubt on Lonestar’s continued right and ability
to continue to operate the South Terminal, thereby deliberately undermining and damaging
Lonestar’s relationships with its present and prospective customers, employees, and business
partners.

18. This offer was a complete surprise to Lonestar, given that the Agreement does not
contain any such mechanism for a buyout. Lonestar rejected the City’s offer but indicated
willingness to meet with the City to understand any concerns. After its $10 million offer was
rejected, the City switched gears and pursued a strategy to cancel the Agreement and seize for
itself the business Lonestar had developed at the South Terminal.

19. To accomplish this objective, the City has purported to exercise its eminent domain
powers to “condemn” Lonestar’s rights and is attempting to exploit Texas’s quick-take procedure
to obtain immediate possession of the South Terminal.

20. Lonestar recognizes the City’s general eminent domain authority to take real estate,
and such takings sometimes result in a business needing to relocate or otherwise adjust its
operations. Indeed, in the Agreement the parties recognized the City’s general authority to
condemn property as an exercise of sovereign authority, provided that Lonestar was paid fair
market value for any interest taken and assuming the taking was lawful. But nothing in the
Agreement authorizes the City to use its eminent domain powers to serve an unlawful public
objective and for the sole purpose of escaping its contractual obligations. In fact, the Agreement’s

provisions prohibit the City from taking actions to interfere with Lonestar’s ability to operate the
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Terminal. Nonetheless, the City is attempting to abuse its condemnation power to oust Lonestar
from the Airport altogether, cancel the Agreement, take Lonestar’s going concern business, and
compensate Lonestar only for the value of the land on which Lonestar’s business sits (which the
City already owns).

21. The City’s actions, which are merely a stratagem to cancel its own valid contract,
not only violate the express terms of the Agreement, but also are an unconstitutional use of the
City’s eminent domain powers. Well-established precedent confirms that the government cannot
“take” the entirety of a business under the guise of condemnation without paying just
compensation. Yet that is precisely what the City intends to do. Lonestar’s business at the Airport
cannot be run anywhere else—i.e., Lonestar cannot deliver low-cost air carrier services at any
other location than the Airport. The City intends to take Lonestar’s business for itself under the
guise of a real estate condemnation that would terminate without compensation the very
contractual rights and business that were the heart of the Agreement. If the City is allowed to
proceed, it would effectively authorize the City—and any municipality in Texas—to use the power
of eminent domain to take a business created by a private enterprise under a public-private
partnership. That is not a constitutional use of eminent domain.

22. The City has made plain that it intends to take Lonestar’s business and the entirety
of its interests under the Agreement while only compensating Lonestar for the real estate on which
the South Terminal sits. The City has expressly—and unilaterally—ignored the value of
Lonestar’s commercial interests in the Agreement, asserting, without foundation, that the key
rights granted to Lonestar in the Agreement are not enforceable. These provisions were the

fundamental inducement for Lonestar to enter into the Agreement less than seven years ago, and
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for the City to attempt to take Lonestar’s rights without assigning value to those rights
demonstrates, in and of itself, the City’s bad faith.

23. The City’s efforts to take Lonestar’s entire business under the color of state
condemnation proceedings violates Texas law, the U.S. Constitution, and the plain terms of the
contract. Moreover, because of how the City has chosen to proceed, absent action by this Court
Lonestar will not have the opportunity to challenge the lawfulness of the City’s taking until after
the loss of Lonestar’s entire business is complete. That is irreparable injury as a matter of law,
and it must be halted.

PARTIES

24.  Plaintiff Lonestar Airport Holdings, LLC is a Delaware limited liability
corporation, primarily engaged in the financing, development, management, and operation of the
South Terminal at the Austin-Bergstrom International Airport. It is a single-member LLC, with
its sole member being Lonestar Airport Intermediate, Inc., a Delaware corporation. Lonestar
Airport Immediate, Inc.’s principal place of business is New York.

25. Defendant the City of Austin, Texas is a Texas home rule municipality and
corporate body politic with a principal place of business in Austin, Travis County, Texas. It is
acting by and through its Executive Director of the Department of Aviation in this case.

JURISDICTION AND VENUE

26. This Court has jurisdiction over the subject matter of this action pursuant to 28
U.S.C. § 1331 and 42 U.S.C. § 1983 because Lonestar alleges an ongoing violation of its rights
under the Constitution and laws of the United States.

27. This Court also has jurisdiction over Lonestar’s state-law claims pursuant to 28

U.S.C. § 1332. Lonestar is a limited liability company, and none of the members of Lonestar who
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are individuals or corporations are residents of the State of Texas. The City is a citizen of Texas,
and the amount in controversy far exceeds $75,000.

28. This Court also has jurisdiction over Lonestar’s state-law claims under 28 U.S.C.
§ 1367 because those claims arise from the same set of facts as Lonestar’s federal claims and
because those claims are so related to Lonestar’s federal claims that they form part of the same
case or controversy under Article III of the U.S. Constitution.

29. This Court may also declare the legal rights and obligations of the parties in this
action pursuant to 28 U.S.C. § 2201 because the action presents an actual controversy within the
Court’s jurisdiction.

30. This Court has personal jurisdiction over the City because it is domiciled in the
state of Texas.

31.  Venue is proper in this Court because the City and Lonestar have agreed that
“[v]enue for any action arising out of or concerning this Lease shall be proper and lie exclusively
in the Austin Division of the United States District Court for the Western District of Texas.” See
South Terminal Lease and Concession Agreement, 4 41.03, attached as Ex. A. Additionally, the
facts and circumstances underlying the action arise from conduct occurring in Travis County,
Texas. 28 U.S.C. § 1391(b).

FACTUAL ALLEGATIONS

A. History of the South Terminal and Agreement

32.  The South Terminal is located at the Austin Bergstrom International Airport. It is
physically separated from the Airport’s Barbara Jordan Terminal (the “Main Terminal”) and sits
on a tract of land south of the Main Terminal. The South Terminal first opened for commercial

operation in 2008 after being refurbished to accommodate flights for the Mexican airline

-10 -
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VivaAerobus. VivaAerobus operated out of the South Terminal for only a year before vacating it.
With no airline serving the Terminal, the empty building was fenced off, and the City left the
terminal vacant for years.

33.  In 2015, the City began exploring options for alleviating capacity stress at the
Airport. The Executive Director of the DOA decided that reopening the South Terminal presented
an attractive option for the growing needs of the Airport. But having been vacant for over half a
decade, the terminal needed significant work before it could be re-opened. And, as the City’s
experience in 2008 showed, it was far from a foregone conclusion that this would be a successful
and profitable enterprise.

34. Shifting this financial and operational risk was a key part of the rationale for the
City’s decision to enter a public-private partnership with Lonestar: a public-private venture had
the benefit of minimizing financial risk for the City, while providing the Airport the capacity it
needed to keep up with the population growth in the Austin metropolitan area and corresponding
increase in demand for air travel.

35. Key City personnel—including the then-Executive Director of the DOA—were
keen on the idea of public-private partnerships: a public-private partnership allowed the City to
shoulder little to no risk but enjoy the opportunity for significant gain at the South Terminal, while
Lonestar assumed significant risk of funding and ultimate success or failure.

36. Lonestar presented a proposal to the City, including an initial investment of $12.5
million into renovating the South Terminal to get it up and running, as well as committing the
operating capital and personnel to make it a success. The City and Lonestar spent countless hours
considering, negotiating, and reviewing the terms of a proposed 40-year lease that would include,

among other things, a significant investment by Lonestar to bring the South Terminal back into

-11 -
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operation. In August 2015, the DOA Executive Director praised the deal for relieving the City of
all risk relating to the South Terminal, stating at an Austin City Council session: “So [Lonestar] is
accepting the risk for all the long-term [of] what happens [with the South Terminal].”

37. For Lonestar, the deal was about more than renovating the South Terminal; it was
about operating a long-term business at the South Terminal and serving the Airport’s long-term
needs—which were only increasing as the City of Austin grew. That goal was reflected in the
express terms of the Agreement reached between Lonestar and the City and was an integral part
of Lonestar’s decision to enter into the Agreement. And Lonestar relied on that Agreement in
making the investments necessary to develop a successful business at the South Terminal.

38. Specifically, the City and Lonestar expressly contemplated at the time that
continued growth at the Airport would require further expansion of the Airport’s facilities. To
induce Lonestar to fund the multi-million-dollar renovation and expansion of the South Terminal,
the City granted Lonestar the exclusive first right to participate at its own option in any required
expansion or new facilities at the Airport—further reinforcing Lonestar’s ability to run a business
at the Airport for the long-term.

39. Lonestar insisted on, and the City agreed to, the inclusion of Article 15 in the
Agreement as a necessary and material part of its agreement with the City.

40. From the outset, both Lonestar and the City recognized that expansion of the South
Terminal or the creation of a new terminal or other facilities would very likely be necessary over
the 40-year term of the Agreement.

41. Lonestar was not willing to make the substantial investments required to renovate
and operate the South Terminal without the City’s assurance that Lonestar would be afforded an

exclusive opportunity to participate in later expansions or development at the Airport.

_12 -
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42.  Without the prospect of future involvement in such expansions, the economic
appeal of the proposed arrangement to Lonestar would have been minimal.

43.  Lonestar considered the City’s grant of such right to be a demonstration of the
City’s commitment to the long-term public-private partnership envisioned by and memorialized in
the Agreement.

B. The South Terminal Lease and Concession Agreement

44.  In March 2016, Lonestar and the City signed the Agreement. See Ex. A. The
Austin City Council and its committees voted on the decision to enter into the Agreement with
Lonestar three separate times, and the Agreement was approved unanimously with the full support
of the Mayor and the City Council. Specifically, the City Council voted in June 2015 to authorize
contract negotiations; the audit and finance committee voted again in August 2015 to recommend
execution of the Agreement; and—by unanimous vote on August 27, 2015—the City Council
approved execution of the Agreement.

45. The Agreement established a long-term partnership between Lonestar and the City,
and, as with any contract, it conferred various rights and obligations on each party. Among other
things, Lonestar was required to rehabilitate the South Terminal and commence and maintain a
specific degree of operations upon completion of the rehabilitation phase. Upon rehabilitating the
terminal, Lonestar was granted the 40-year right to operate the terminal “peaceably and quietly”
and to “have, hold, occupy, use and enjoy the Premises during the Term ... without ejection or
interference by Owner.” Ex. A, 92.03.

46.  In addition, in consideration for its significant upfront investment, Lonestar was

granted an exclusive first right to participate in any “Expansion” of the South Terminal or

-13 -
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construction of a “New Facility” at the Airport. That right is memorialized in Article 15 of the
Agreement:

15.01 Expansion or New Facility. If Tenant determines that the growth of
operations of existing or new air carriers requires an Expansion or if Tenant or
Owner determines that the growth of operations of existing or new air carriers
requires a New Facility, either Tenant or Owner, as applicable, shall provide a
written notice to the other Party of such determination. If Tenant provides a written
notice to Owner that it is interested in investing in such Expansion or New Facility,
then, subject to Owner’s agreement and in accordance with the Airport Master Plan,
(a) in the event of an Expansion that does not require additional land or other
material changes to this Lease, Owner and Tenant will amend this Lease to reflect
such Expansion, and (b) in the event of an Expansion that requires additional land
or the construction of a New Facility, Owner will provide Tenant with the
exclusive first right to, as applicable, develop, construct and operate such
Expansion or New Facility, and both Parties shall work together in good faith to
enter into an agreement regarding such Expansion or New Facility on mutually
agreeable terms. Owner will coordinate with Tenant to seek FAA approval to
update the Airport Layout Plan accordingly to identify the Tenant’s Expansion or
New Facility on the Airport Layout Plan. In the event an update to the Airport
Layout Plan is necessary due to Tenant’s Expansion or New Facility as approved
by Owner, Tenant shall be responsible for the cost of any environmental studies in
connection with FAA and state approvals.

Ex. A (emphasis added).

47.  Both “Expansion” and “New Facility” are defined broadly under the Agreement.
“Expansion” is defined to mean “any expansion of the South Terminal for the Authorized Use,
including the development of any additional parking facilities serving the South Terminal, to
accommodate the growth of operations of Airlines (or other air carriers) at the Airport.” Ex. A,
Article 1.01. “New Facility” is defined to include “the construction of any new passenger terminal
or concourse, including without limitation any new Limited Services Terminal, or other facilities

at the Airport, including any new or expanded parking facilities, to accommodate the growth of
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operations of Airlines (or other air carriers) at the Airport.” Id. And “Airport” is defined as the
Austin-Bergstrom International Airport, located in the City of Austin, Travis County, Texas. Id.

48.  Insum, Article 15 grants Lonestar an exclusive first right to develop, construct, and
operate any Expansion of the South Terminal or New Facility, and requires the City to “work
together” with Lonestar “in good faith to enter into an agreement regarding such Expansion or
New Facility.”

49. Significantly, Article 34 contemplates a possible use of eminent domain—
preserving the City’s sovereign right to exercise eminent domain when justified unconnected with
its obligations under the Agreement—but expressly provides that the City must pay fair market
value for all of Lonestar’s interests taken.

50.  Article 41.13 of the Agreement prohibits the City from “taking any action the
primary purpose of which is to avoid honoring any of its commitments and obligations” under the
Agreement.

51. Article 18.05 provides that the City “shall provide, at no cost to Tenant, Shuttle Bus
Service for passengers and employees between the South Terminal and the North
Terminal/CONRAC facility,” and that “[o]peration of the Shuttle Bus Service shall be sufficiently
coordinated with the arrival and departure of commercial airline flights at the South Terminal in
accordance with Tenant’s Airport Operational Manual as approved by Owner to accommodate
actual passenger traffic levels and projected passenger traffic levels provided by Tenant to Owner.”

C. Lonestar Invests Millions of Dollars in the South Terminal, Turning It into a
Successful and Profitable Enterprise

52. Lonestar’s and the City’s deal regarding the South Terminal was touted by the City
as a highly effective public-private partnership. The DOA Executive Director at the time gave an

interview to POLITICO in February 2017—shortly before the South Terminal became
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operational—as part of an article entitled: “The Cure For America’s ‘Third-World” Airports.” The
subheading of the article was “Private capital is driving long-overdue improvements.” The
executive director spoke glowingly about the public-private partnership with Lonestar, which had
been called “cutting-edge” and a “test-case” for public-private partnerships at airports.

53.  Pursuant to its obligations under the Agreement, Lonestar infused millions of
dollars into a complete overhaul of the South Terminal. The interior was demolished and rebuilt.
This was not a cookie-cutter project; it was a bespoke design intended to appeal to the customers
the South Terminal would be serving. The retro design theme throughout was specifically chosen
to provide a sense of place in the Austin market. Windows were added, providing the building
with much needed natural light. Food trucks, kiosks, an indoor and outdoor waiting area with a
stage and bar, and 1,000 parking spaces were added. All of these investments and improvements
were made at Lonestar’s expense and direction.

54.  Photographs of the South Terminal before and after Lonestar’s renovation show the
South Terminal’s transformation.

Photos of South Terminal Before Renovation

-16 -
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Photos of South Terminal After Renovation

55. In addition to the physical renovations, Lonestar invested heavily in infrastructure,

such as a new IT system, baggage handling, and other critical systems.

56. Lonestar also committed the personnel and expertise to make the South Terminal a
success. It hired an exemplary CEO in Jeff Pearse; Mr. Pearse has over 30 years of experience
managing airports and airport capital projects, having previously worked at Atlanta’s Hartsfield-
Jackson Airport, Hong Kong International Airport, and the Port Authority of New York and New
Jersey—some of the largest and most complicated airports in the world. Mr. Pearse relocated from

New York City to spearhead the South Terminal construction and operations in August 2015.
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Lonestar also took advantage of institutional prior experience within its funding sources with
successful operation of airports around the world. Mr. Pearse and his team spent thousands of
hours preparing for the opening of the South Terminal, working with all stakeholders, customers,
and vendors to make the South Terminal a success. During this period, Lonestar also provided
additional start-up capital to ensure that the South Terminal operations were well funded,
regardless of the initial financial profitability of the enterprise. Through this entire period,
Lonestar strived to ensure that it was a good partner to the City and DOA, knowing that this was
the start of a 40-year relationship.

57. This significant investment built the foundation for Lonestar’s success in running a
business at the South Terminal delivering ultra-low-cost carrier services to the Austin community.

58. On April 13, 2017, the South Terminal celebrated its opening with Allegiant
Airlines as its first tenant. The speed with which Lonestar was able to overhaul the South Terminal
and acquire its first tenant airline demonstrates the efficiency of the public-private partnership
recognized by the DOA at the time, and is a testament to Lonestar’s unique strengths, experience,
and dedication to performing under the Agreement.

59. Lonestar has continued to invest tens of millions of dollars into developing and
operating its business at the South Terminal since that date.

60. With its significant capital expenditure, and with only Allegiant as a customer,
Lonestar operated the South Terminal at a loss for the first 20 months.

61. In November 2018, Frontier Airlines moved its operations to the South Terminal
from the Main Terminal. This move created much-needed space for additional flights to the Main

Terminal. With the addition of Frontier, by March 2019, the South Terminal became profitable.
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62. At this time, Lonestar continues to successfully operate the South Terminal,
delivering ultra-low-cost-carrier service to the Airport. It does so through several key contracts,
including contracts between Lonestar and (1) airline tenants, Allegiant and Frontier; (2) a food and
beverage provider; (3) a terminal management and maintenance provider; (4) media and
advertising entities; and (5) ride share companies.

63.  Lonestar has invested significant time and resources into negotiating favorable
contracts and building a successful business at the South Terminal.

64.  Each of the contracts Lonestar has negotiated for operation of the South Terminal
is premised on Lonestar’s ongoing right to occupy the South Terminal.

65. The revitalization of the South Terminal has been crucial for the Airport’s
continuing operations more broadly. The Main Terminal was originally built with an 11 million
annual passenger capacity, but it handled 13.9 million passengers in 2017 and almost 16 million
passengers in 2018—and in 2022, the Main Terminal is expected to handle more than 20 million
passengers. Those ever-increasing passenger numbers have created, since 2018, a clear need for
further Expansion or a New Facility.

D. Lonestar and the City Begin Discussions Regarding Expansion of the South
Terminal

66. In Fall 2018, Lonestar began discussions with the City’s DOA for an Expansion of
the South Terminal to accommodate the future growth of its newest customer, Frontier Airlines.
The City, through the DOA, agreed that an Expansion along the lines of what Lonestar proposed
was needed. In fact, the DOA asked Lonestar if it would be interested in an even more substantial
Expansion of the South Terminal in a new location (“South Terminal 2.0” or “ST 2.0”). The plan
was for South Terminal 2.0 to have an additional six to ten gates (expandable up to 12 gates in the

future).
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67.  Inaccordance with Article 15 of the Agreement, Lonestar communicated its interest
in investing in and developing ST 2.0 and began developing plans for this new terminal.
Discussions between Lonestar and the DOA continued on an almost monthly basis, including
about a lease amendment and financial deal to accomplish the plans to develop ST 2.0.

68. The City actively worked with Lonestar to develop ST 2.0 in recognition of the fact
that Lonestar had an enforceable, exclusive right under Article 15 to participate in any expansion
of the South Terminal.

69. Throughout this process, Lonestar invested a significant amount of time and
resources into the plans for ST 2.0, continually demonstrating its commitment to its partnership
with the City.

70.  Inconnection with preparing to develop ST 2.0, which was initially on an expedited
time frame, Lonestar sought a development partner to provide additional capital and received
credible proposals sufficient to fund the proposed development that valued Lonestar’s interest in
the Agreement at amounts ranging from $135,000,000 to $305,000,000.

71. Meanwhile, in February 2019 the long-time executive director of the DOA
announced his intent to retire. Discussions between Lonestar and the DOA to finalize the
agreement regarding ST 2.0 were put on hold in March 2019 as the parties waited for the arrival
of a new executive director.

E. The City Breaches Article 15

72.  With the arrival of the new administration, the DOA’s posture toward Lonestar—
which had been an exemplary partner to the City and Airport—went from cooperative to

adversarial. With evidence that Lonestar’s investments and efforts were successful, the DOA
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sought to escape its contractual obligations to prevent Lonestar from expanding the South Terminal
and to improperly take control of Lonestar’s successful business for the City’s own uses.

73.  Despite the DOA’s new reluctance to work cooperatively with Lonestar, Lonestar
continued to meet with the DOA in good faith to finalize the plans for ST 2.0. This involved
Lonestar explaining the prospective funding, deal structure, and expected timing, and Lonestar
reinforcing that it was committed to remaining an integral part of the future of the South Terminal.

74.  Even after the City changed course, Lonestar continued to invest a significant
amount of time and resources into the plans for ST 2.0.

75.  In November 2019, right around the time Lonestar was preparing the final bidding
process, the City unexpectedly sent Lonestar a letter offering to buy Lonestar’s interest in the South
Terminal under the Agreement for just $10,000,000—which was far less than the amount that
Lonestar had invested in remodeling and operating the South Terminal, and significantly less than
the bids Lonestar had received from investors interested in purchasing Lonestar’s interests.

76. This buy-out offer, which was well below market value, not only had a chilling
effect on Lonestar’s capital raising process, but also came as a surprise given the Agreement did
not contemplate or otherwise include a buy-out clause for the City. Lonestar had been a great
partner to the City, had fully complied with the terms of the Agreement (which had 36 years left
on the lease), and was in the middle of good faith negotiations under Article 15 for Expansion of
the South Terminal.

77. The City’s November 2019 letter stated that “the City is not inclined to approve

any expansion of the South Terminal facility,” and instead “wishes to acquire the leasehold
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interest of the South Terminal facility to regain local control.” Letter from J. Yaft to J. Burchetta
(dated Nov. 7, 2019), attached as Ex. B (emphasis added).

78.  Before Lonestar had a chance to respond, the City released an internal
memorandum discussing the City’s intention to buy out Lonestar’s interest in the South Terminal
and provided that memorandum to the press. An article, published on ABC-affiliate KVUE’s
website and entitled “City offering $10M to buy Austin airport's South Terminal back,” declared
that the “airport wants to buy it [the South Terminal] back so that it can have more control over
what happens with it in the future.””

79. This press release destroyed real economic value that Lonestar had created,
particularly given that Lonestar was in late-stage talks with prospective investors regarding
funding for ST 2.0. The City’s actions effectively killed Lonestar’s discussions with potential
investors.

80.  In essence, the City cut off all “good faith” negotiations, breaching its obligations
under the Agreement. In fact, from this point forward the City’s new administration engaged in
ongoing course of conduct to deny Lonestar the benefit of its bargained-for rights in the
Agreement.

81. In addition, and unbeknownst to Lonestar, the City also sent a letter to Frontier
Airlines (among others)—a key customer for the South Terminal—similarly communicating the
City’s desire to take over Lonestar’s business and clients.

82. Lonestar communicated to the City that it was not interested in selling its business

to the City and reiterated its commitment to enforcing its rights under the Agreement and funding

3 City offering $10M to buy Austin airport's South Terminal back, KVUE (November 8,
2019), available at https://www.kvue.com/article/news/local/city-offering-10m-to-buy-austin-
airports-south-terminal-back/269-1c97faed-26b7-487d-84f4-a4ef5d3460ed.
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ST 2.0.

83. The parties continued discussions over the next several months. During this time,
the City acknowledged that the Agreement as written would not allow the City to expand or
construct at the airport without Lonestar’s involvement, and proposed amending the agreement to
limit Lonestar’s rights. In January 2020, the executive director of the DOA wrote: “I propose
another meeting to discuss potential modifications to the South Terminal Lease [i.e., the
Agreement]. Further dialogue, resulting in amendments to the South Terminal Lease, may allow
the City to proceed, unencumbered, with the 2040 Airport Master Plan, while still allowing
[Lonestar] to retain much of its interest in the South Terminal Lease.” Letter from J. Yaft to J.

Burchetta (dated Jan. 27, 2020), attached as Ex. C.

F. The City Plans a New Facility That Involves Demolishing the South Terminal

84.  Asnegotiations continued, it became clear to Lonestar that the City had no interest
in dealing in good faith with Lonestar or recognizing Lonestar’s rights under the Agreement.

85. Instead, in each communication, the City began laying the groundwork to
permanently and unlawfully deny Lonestar’s rights under the Agreement. For example, on
February 14, 2020, the City stated in writing, for the first time, that it believed Article 15 of the
lease was limited to a “right to negotiate” a future expansion of the South Terminal. Letter from
J. Yaft to J. Burchetta (dated Feb. 14, 2020), attached as Ex. D. This statement runs directly
contrary to the clear language and parties’ intent and understanding at the time the Agreement was
negotiated and executed. It also runs contrary to the parties’ ongoing discussions to that point, in
which the City had acknowledged Lonestar’s exclusive first right under Article 15 as written.

Lonestar responded to the City’s letter the same day, reiterating that Lonestar had a contractual
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right to participate in the development of ST 2.0 under the Agreement. See Letter from J. Burchetta
to J. Yaft (dated Feb. 14, 2020), attached as Ex. E.

86.  Just one month later, in March 2020, the City informed Lonestar that plans for ST
2.0 would not advance and that the City now purportedly intended to demolish the existing South
Terminal to build a taxiway in its place. The City also stated again that it believed Lonestar’s
Article 15 rights were limited to the mere “right to negotiate.” Letter from J. Yaft to J. Burchetta
(dated March 3, 2020), attached as Ex. F.

87. Three days later, Lonestar responded to the City’s letter. Lonestar “reiterate[d] [its]
disagreement with [the City’s] statement that negotiation is the only right afforded [to Lonestar]
under [the] current Lease.” Lonestar also continued to express its intent to invest in a new cost-
efficient facility, per Article 15 of the Lease Agreement, and its “commit[ment] to working with...
the City of Austin.” Letter from J. Burchetta to J. Yaft (dated March 6, 2020), attached as Ex. G.

88.  Discussions between Lonestar and the City related to airport expansion stalled for
the next year as the City took time to re-evaluate the overall scope and timeline for expansion at
the Airport in light of the COVID-19 health crisis. Notably, during this difficult time, Lonestar
continued to make timely rental payments to the City, did not lay off any employees, and
maintained functional operations. Lonestar achieved this despite having no material revenue and
asking for no assistance from the federal or City government. Instead, it invested more of its own
capital to help the Airport and the City through the difficult time.

89. On July 13, 2021, without warning or any prior direct communication to Lonestar,
the City publicly announced its intention to demolish the South Terminal and build in its place a
New Facility—specifically, a midfield concourse with at least 10 new gates and two new taxiways.

This new “Airport Expansion Development Plan” or “AEDP” was concocted by the new
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administration at the DOA—without any input from, or discussion with, Lonestar—solely for the
purpose of taking over Lonestar’s business and ousting Lonestar from the Airport. Indeed, at the
same time the City announced the Airport Expansion Development Plan, the City also announced
its plan to both buy out Lonestar’s interest in the South Terminal and exclude it from any plans for
a New Facility going forward.

90. In a July 13, 2021, letter, the DOA made its intentions clear: “[P]lease contact me
within the next ten (10) days to discuss the scheduling of a meeting to begin to negotiate a mutually
agreeable purchase price. If LoneStar fails to respond timely, we will assume LoneStar has no
intention to sell its South Terminal leasehold interest voluntarily to the City. In that event, the
City will pursue all other available legal remedies, including condemnation proceedings....”
Letter from J. Yaft to S. Litman and T. Molz (dated July 13, 2021), attached as Ex. H.

91. On July 28, 2021, Lonestar responded to the City’s July 13 letter, writing “to
confirm again that Lonestar is interested in investing in and exercising its rights under Article 15
of the [Agreement] to develop, construct, and/or operate any such New Facility.” Letter from J.
Burchetta to J. Yaft (dated July 28, 2021), attached as Ex. I. Indeed, Lonestar was “prepared to
make a significant financial investment in exercising these rights.” Id. But despite notifying the
City that it was interested in investing in the New Facility, Lonestar made clear that such
notification did “not obviate [its] position that there are several alternatives that can fully address
the growth of operations at AUS” without removal of the South Terminal. /d.

92. The City did not engage with Lonestar’s stated interest in investing in any
Expansion or New Facility pursuant to its Article 15 rights. Instead, the City has proceeded not

only with the development of a New Facility without Lonestar, but has undertaken numerous other
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significant development projects without affording Lonestar an opportunity to participate as
required by Article 15 of the Agreement.

93. The City’s refusal to honor its obligations under Article 15 serves no legitimate
governmental function. Lonestar remains a willing and capable partner, fully qualified to develop
any Expansion or New Facility pursuant to its Article 15 rights. The City’s refusal to honor its
obligations under Article 15 is motivated by an improper interest in appropriating a successful
business run by a private enterprise partner and in effecting the termination of a long-term
agreement that the City no longer wants to perform.

94.  If the City is permitted to deny the enforceability of Article 15, it will result in a
manifest injustice to Lonestar. The Agreement, including the rights granted in Article 15, was
unanimously approved just a few years ago by the Austin City Council and publicly hailed and
promoted by the City as a model public-private partnership, reflecting the City’s understanding,
prior to the recent change of Airport administration, that the entirety of the Agreement—including
the rights afforded by Article 15—is valid and enforceable. It would be grossly unjust and
inequitable to permit the City now to avoid its valid and enforceable obligations merely because it
has changed its mind about the Agreement and wishes to “regain local control” over the Airport.
Allowing the City to “pick and choose” which provisions it wishes to be bound by in an otherwise
valid contract fundamentally undermines the basis of the bargain upon which that Lonestar entered
into the Agreement as well basic contract law.

G. The City Proceeds with Condemnation as a Pretext to Evade the City’s
Contractual Obligations and Take Lonestar’s Business

95. On March 29, 2022, the City informed Lonestar that the South Terminal was “under
the imminence of condemnation” and that the City had valued Lonestar’s leasehold interest in the

South Terminal at a mere $1,954,000—Iess than 20% of what it had offered in 2019 and a fraction
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of the business’s true value. See Letter from T. Forestier to J. Pearse (dated March 29, 2022),
attached as Ex. J. Despite purporting to condemn Lonestar’s entire interest under the leasehold,
including the value of Lonestar’s going-concern business, and its forward-looking rights under
Article 2 and Article 15, the City’s offer valued only the real estate subject to the Agreement, and
took the position that “there are no enforceable rights pertaining to Article 15, and therefore,
Article 15 “was not part of [the] scope of the appraisal.” Id.

96.  In other words, the City expressed its intent to pay only for the real estate itself,
even though it seeks to take Lonestar’s entire business and all of Lonestar’s contractual rights
under the Agreement, including its right to operate and expand its business and its right of first
refusal under Article 15 with respect to investing in any New Facility. The City’s conduct violates
the City’s commitment not to engage in any act for the purpose of avoiding its obligations under
the Agreement as set forth in Article 41.13 of the Agreement. It also violates well-settled
constitutional principles, which entitle Lonestar to just compensation. And it runs directly contrary
to Section 34 of the Agreement, which provides that, in the event of a lawful taking of Lonestar’s
Interest, the City must compensate Lonestar for the fair market value of any Lonestar Interest that
is taken.

97. On April 18, 2022, pursuant to Section 40.01 of the Agreement, Lonestar invoked
the Agreement’s dispute resolution process and requested a meeting with the City “to attempt in
good faith to negotiate a resolution of the dispute.” Letter from J. Pearse to J. Yaft (dated April 18,
2022), attached as Ex. K.

98. Then, Lonestar sent a formal letter rejecting the City’s offer and highlighting the

City’s “bad-faith attempt to wrongfully circumvent the terms of the concession agreement and
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deprive Lonestar of the benefit of its bargain.” Letter from C. Clough to T. Forrestier (dated April
27, 2022), attached as Ex. L.

99. A month later, the City presented to Lonestar its “final offer” for the premises, in
the amount of $1,954,000. See Ex. M (May 16, 2022 Final Offer Letter and attached Appraisal
Report). The offer was based on a written appraisal that, among other things, fails to value
Lonestar’s going-concern business and expressly declined to value Lonestar’s Article 15 rights.
1d.

100.  On June 16, 2022, the City obtained approval from the City Council—including
from members who had voted in favor of the Agreement just a few years earlier—to initiate
condemnation proceedings without an opportunity for public debate.

101.  On June 17, 2022, the City filed its Petition for Condemnation.

102.  OnJuly 13,2022, the Travis County Probate Court appointed commissioners in the
condemnation case.

103.  The condemnation proceeding remains in an administrative phase, with no judge or
court exercising control over it.

104. To date, despite Lonestar’s providing its availability for a hearing before the
commissioners, the City has made no effort to set such a hearing.

105. The City is improperly weaponizing these proceedings to condemn Lonestar’s
business and interests in the Agreement—so it can operate Lonestar’s business itself—while
compensating Lonestar only for the value of the real estate. The City has no valid public purpose
for condemning Lonestar’s rights under the Agreement, but instead intends to abuse that procedure

in bad faith for the sole purpose of avoiding contractual obligations that it freely entered.
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H. Texas Eminent Domain Procedure

106. Under the Texas Property Code, a condemning authority can acquire a right of
possession before the condemnee is afforded the ability to contest the validity of the taking—
commonly referred to as a “quick take” statute. See Tex. Prop. Code § 21.001, et. seq.

107.  Specifically, under the Texas Property Code, once an eminent domain petition
describing the property interests that the condemning authority wishes to condemn is filed, a panel
of three special commissioners is appointed. /d. § 21.014.

108. The special commissioners consider the value of the property taken (and the
damages to any property not taken) and issue an award. Id. §§ 21.014, 21.015. Once that award
is issued, the condemnor may take possession of the property so long as it pays the amount set
forth in the special commissioners’ award. Id. § 21.021.

109. The property owner may contest the validity of the taking on appeal, but only after
the filing of objections to the award, which can occur after the condemning authority has already
entered and taken possession of the property. Id. § 21.018.

110.  Further, in the typical eminent domain case, when the property owner’s real estate
is taken, his business can be relocated to a new location. Thus, because the typical case assumes
the potential relocation of any business displaced by a taking of real estate, the quick-take process
does not provide a framework for ensuring just compensation for a taking of a going-concern value
of a business. City of Blue Mound v. Sw. Water Co., 449 S.W.3d 678, 683-4 (Tex. App.—Fort
Worth 2014, no pet.) (explaining that because usually “the property owner is free to move his
business to another location,” the “general rule is that the taking by the government of a fee simple

in real property does not entitle a property owner to compensation for loss of the value of his
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business as a going concern”). In this case, however, Lonestar obviously has no ability to relocate
its business.

111. Notwithstanding the well-settled requirement of just compensation, the City also
made it abundantly clear that it intends to compensate Lonestar only for the value of the real estate
through its state condemnation process. The City has expressly stated its position that “lost
business income, profits, capital investments and any alleged return on those investments are . . .
not compensable” in the condemnation process. Letter from T. Forestier to C. Clough (dated May
11, 2022), attached as Ex. N. Moreover, the City’s appraisal offer and condemnation Petition
make plain that the City’s valuation is based only on the real estate itself, excluding the value of
Lonestar’s business and its very significant rights and interests under the Agreement. Ex. J (City’s
Appraisal); see also Plaintiff’s Original Statement and Petition for Condemnation (dated June 17,
2022), attached as Ex. O. The City has accordingly made clear that it intends to co-opt the Texas
quick-take procedure to obtain immediate possession of Lonestar’s business while only
compensating Lonestar for the value of Lonestar’s interest in the real estate on which Lonestar
developed that business under an express contract with the City.

112.  The United States Supreme Court has held that a condemnation process cannot
ignore going concern value where, as here, “the Government has condemned business property
with the intention of carrying on the business, as where public-utility property has been taken over

for continued operation by a governmental authority. If, in such a case, the taker acquires going
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concern value, it must pay for it.” Kimball Laundry Co. v. United States, 338 U.S. 1 at 12, 69 S.
Ct. 1434,93 L. Ed. 1765 (1949).

113.  Blue Mound, the leading Texas case on this issue, recognized the fundamental
shortcomings of the Texas eminent domain process for the valuation of a going concern when such
is required under Kimball Laundry, and ultimately held that such a taking is void:

Because as a matter of law the City is attempting to condemn
Appellees’ water and wastewater system as a going concern,
because as a matter of law Appellees are entitled to compensation
for going-concern value as an element of this purported taking,
because the general Texas condemnation statutes provide no
mechanism for the awarding of going-concern value as held in Lone
Star Gas Co., and because Lone Star Gas Co. remains binding
precedent, we hold that Appellees conclusively established their
entitlement to summary judgment on the ground that no statutory

procedures exist authorizing the City’s condemnation suit in this
case in district court.

Blue Mound, 449 S.W.3d at 692-93.

114.  The situation here is even more problematic because the City is not attempting to
condemn a fee simple or easement interest in land, but rather is condemning contractual rights
arising under an agreement the City itself entered into, for land it already owns. That agreement
includes significant rights to not only run a business at the Airport but also to develop, construct,
and operate any Expansion or New Facility at the Airport. And, in reliance on that Agreement,
Lonestar has developed a significant business that it can only operate at the South Terminal.

115.  The City’s attempt to abuse the condemnation process and take unlawful advantage
of the quick-take procedure to nullify Lonestar’s rights under the Agreement and gain possession

of Lonestar’s business—without compensating for Lonestar’s business or its valuable rights under
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the Agreement—is a violation of Lonestar’s constitutional entitlement to just compensation, Texas
Law, and the Agreement.

116.  Quick take procedures are uniquely subject to abuse. See Dep 't of Pub. Works &
Bldgs. v. Vogt, 366 N.E.2d 310, 316 (Ill. App. 1977) (“[I]t is an abuse of power for a condemning
authority to ‘quick take’ property under the pretense of imminent necessity when there exists only
some possibility of need at an indefinite future date.”); Transwestern Pipeline Co. v. 17.19 Acres
of Property Located in Maricopa County, 550 F.3d 770, 774 (9th Cir. 2009) (recognizing that
quick take procedures are an exception to the usual rule that government takes possession only
after a determination of just compensation). Indeed, courts have recognized that, when
government entities coopt quick take procedures merely to avoid contractual obligations to third
parties, it is nothing more than “municipal thuggery.” See, e.g., Union Station Assocs. v. Rossi,
862 A.2d 185, 187 (R.I1. 2005).

I. The City’s Unlawful Abuse of the Condemnation Process Will Cause Lonestar
Irreparable Harm

117.  While pressing forward with its improper attempt to condemn business without
compensation, the City has breached the Agreement by moving forward with the AEDP without
providing Lonestar any ability to participate in the development, construction, or operation of the
New Facility contemplated by the AEDP. The City never even presented the AEDP to Lonestar
before announcing it as the City’s official plan—nor did it provide Lonestar its contractually-
guaranteed ability to provide input or comment on development of the plan for New Facilities at
the Airport.

118.  Since categorically announcing the AEDP as the “best” option for the City, the City
has moved forward with the AEDP—again, without Lonestar. Specifically, the City has issued

bonds for constructing the AEDP; put out RFPs for engineering, architecture, and other contractors
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for the project; and engaged a project manager. In other words, the New Facility contemplated by
the AEDP—exactly the sort of facility Lonestar has a right to develop under Article 15—is well
underway, and Lonestar was never provided any opportunity to participate in any way in the
development, construction, or operation of the Facility. Lonestar’s exclusion from these processes
causes Lonestar ongoing harm; Lonestar is contractually entitled to be involved in the ongoing
development process but has instead been wrongfully excluded. Further, the City is using the
AEDP as an excuse to snuff out Lonestar’s bargained-for contractual rights under the Agreement
and seize its business at the South Terminal.

119. In addition, upon information and belief, the City has engaged in other significant
Capital Development projects at ABIA without including Lonestar. These include development,
construction, and operation of the Blue Parking Garage, the Department of Aviation
Administration Building, the Remain-Overnight-Parking for aircraft, the Barbara-Jordan Terminal
Concession Program, the landside travel plaza commercial development, and the West-side
Aircraft Fuel Farm. Engaging in these Expansions and New Facilities without affording Lonestar
an opportunity to participate violated Lonestar’s contractual rights.

120. In addition to breaching its obligations to Lonestar—and refusing to compensate
Lonestar for those rights in the condemnation proceeding—the City also has taken affirmative
steps to take over Lonestar’s business at the South Terminal.

121. The City has reached out to Lonestar’s business partners as well as its key

customers, Allegiant and Frontier, about transitioning to contracts with the City. The City
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informed Allegiant and Frontier, Lonestar’s airline tenants, that Lonestar will not be operating the
South Terminal after November of 2022.

122.  The City has also contacted two of Lonestar’s other primary business partners,
ClearedDirect, LLC and Happy Goods, Inc., stating that it wishes to develop a “transition plan for
the future” regarding the South Terminal

123.  Inabond prospectus it issued on April 26, 2022, the City stated that it expected the
South Terminal to continue to operate through the end of 2023. Ex. P at p. 154, Airport System
Revenue Bonds, Series 2022 (dated April 26, 2022).

124.  The City has also demanded meetings with Lonestar to discuss the “transition” of
its business at the South Terminal to the City.

125.  The City’s attempt to condemn Lonestar’s leasehold interest and take Lonestar’s
business violates well-settled Texas law because the Texas Property Code does not authorize the
City to take Lonestar’s business so that it may operate that business itself. The fact that the City
has evinced an intent not to pay for Lonestar’s business rights under the Agreement further
supports the unlawfulness of the City’s condemnation attempt, as well as the constitutional
infirmity of the state eminent domain system which, as applied in these circumstances, will allow
the City to take a going concern business prior to any challenge to that taking, and without
providing any compensation for that business.

126.  Further, the City’s attempt to pay only for Lonestar’s interest in the physical real
estate impacted by the Agreement disregards Lonestar’s rights under the Agreement, including its
right to operate the South Terminal and develop and operate New Facilities. The City cannot re-
write a contract that it voluntarily entered into merely because a new administration has a different

view as to the desirability of public-private partnerships, especially after reaping the benefits of
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that partnership. And it certainly cannot take Lonestar’s business without honoring Lonestar’s
Fifth Amendment right to just compensation.

127. If the City’s condemnation is allowed to proceed, Lonestar will be irreparably
harmed because, by operation of the Texas quick-take procedure, the City will be allowed to take
possession of Lonestar’s business (including all of its contractual relationships with airlines,
vendors, and service providers), terminate the Agreement, and potentially demolish the South
Terminal without just compensation before Lonestar has the ability to challenge the legality of the
City’s condemnation. Where, as here, a going concern business is at issue, the harm that results
from the City’s conduct and the Texas procedure is irreparable. Moreover, if the City proceeds as
planned, it would be impossible to restore Lonestar’s current business at the South Terminal, even
if Lonestar’s challenge to the condemnation process ultimately prevails, further demonstrating the
irreparable harm posed by the City’s conduct.

128. Lonestar’s ability under the Texas condemnation procedure to challenge the
lawfulness of the City’s action arises only after the taking has already occurred. The City’s
possession of the South Terminal, even if only temporary, will cause Lonestar significant and
irreparable harm to its business. Immediately upon taking possession of the South Terminal, the
City will either terminate or take over all of Lonestar’s contracts. And Lonestar will be required
to terminate key employees and executives who are instrumental to the success of the South
Terminal. In the event Lonestar successfully challenges the condemnation and returns to the South
Terminal (assuming it is able to do so before the City demolishes it) the damage to Lonestar’s
business will be done—including harm to Lonestar’s relationships with its customers, as well as

harm to Lonestar’s ability to attract airline customers and renegotiate favorable contracts. Once
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the taking has occurred, money damages will be insufficient to compensate Lonestar for the loss

of its business.

J. Lonestar Has Fulfilled its Obligations Under Article 40 and Is Entitled to Seek
Damages

129.  Article 40 of the Agreement requires that “[s]hould any dispute arise between the
Parties,” then Lonestar and the City “agree to negotiate prior to prosecuting a suit for damages.”
Lonestar diligently pursued a resolution of this dispute pursuant to the requirements of Article 40.

130.  Specifically, Lonestar initiated the dispute resolution processes under Article 40
based on the existence of multiple disputes between the parties; served a “Notice of Mediation”
required by Article 40; and participated in good faith in meetings between representatives of the
parties as required by Article 40.

131. Lonestar and the City participated in an initial mediation session on August 12,
2022 and a follow-up mediation session on August 28, 2022. The mediation sessions were
conducted in Austin, Texas in accordance with Article 40. The mediation efforts were
unsuccessful.

132. Because Lonestar has fully complied with its obligation to participate in good faith
negotiations and mediation under Article 40, it is permitted to assert claims for damages against
the City.

133. Based on market valuations and other intrinsic and extrinsic evidence, the City’s
actions have damaged Lonestar and diminished the value of its business by hundreds of millions
of dollars. Lonestar also is entitled to damages for the lost opportunity to develop and operate any
Expansion or New Facility that the City ultimately constructs in violation of Lonestar’s contractual
rights. Prior to the City’s actions, one market participant had valued Lonestar’s business at over

$300 million, and Lonestar expects to prove hundreds of millions in damages directly caused by
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the City’s unlawful actions taken in violation of the Agreement and the United States and Texas
Constitutions. Even these monetary damages, however, will be inadequate to compensate Lonestar
for the ongoing injury that the City is causing by depriving Lonestar of its contractual and
constitutional rights.

CLAIMS FOR RELIEF

COUNT I: Violation of the Fifth and Fourteenth Amendments of the U.S. Constitution,
Pursuant to 42 U.S.C. § 1983 and the Court’s Equitable Powers

134.  Lonestar repeats and reiterates the allegations above as if fully set forth herein.

135. The Fifth Amendment to the U.S. Constitution provides that “private property
[shall not] be taken for public use, without just compensation.” This requirement has been
incorporated against the states via the Fourteenth Amendment.

136. Acting under color of law, the City has proximately caused and is imminently
threatening wrongful deprivation of Lonestar’s constitutional rights secured under the Fifth and
Fourteenth Amendments by pursuing a condemnation of Lonestar’s going concern business at the
South Terminal and all of Lonestar’s rights and interests under the Agreement—including the
value of its contractual rights under Article 15 to “develop, construct and operate” any “Expansion
or New Facility”—without just compensation.

137.  Acting under color of law, the City has further proximately caused and is
imminently threatening additional wrongful deprivation of Lonestar’s constitutional rights secured
under the Fifth and Fourteenth Amendments, by pursuing wrongful condemnation proceedings
that are unsupported by a valid public purpose and impermissibly attempt to seize Lonestar’s
“going concern” business so that the City may operate that business itself.

138. The City is using its condemnation authority for the purpose of avoiding its

contractual obligations to Lonestar rather than for any valid public purpose.
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139. Lonestar cannot operate its business elsewhere.

140. The City’s decision to violate Lonestar’s Fifth and Fourteenth Amendment rights
was directed by, and the product of, an official decision, implemented by the City, the DOA, and
the DOA’s Executive Director.

141. Under Texas’s quick take procedure, the City has indicated its intent to take
Lonestar’s going concern business at the South Terminal and all of Lonestar’s rights and interests
under the Agreement before Lonestar has the ability to challenge the legality of the taking.
Lonestar therefore cannot obtain just compensation in the state court condemnation proceeding.

142. Lonestar seeks a preliminary and permanent injunction to prevent the City’s
ongoing violation of Lonestar’s rights under the Fifth Amendment.

143. Lonestar lacks an adequate remedy at law for the City’s current and threatened
unconstitutional actions, thus warranting such preliminary and permanent injunctive relief.

144. In the alternative, to the extent the Court declares that Lonestar has an adequate
remedy at law, Lonestar reserves the right to seek money damages for the harms caused by the
City’s violation of the Fifth and Fourteenth Amendments, in an amount to be determined at trial.

145. The City does not have governmental immunity for actions that are
unconstitutional. See City of El Paso v. Heinrich, 284 S.W.3d 366, 372 (Tex. 2009).

COUNT II: Request for Declaratory Judgment as to the City’s Unconstitutional Taking

146. Lonestar repeats and reiterates the allegations above as if fully set forth herein.

147. The Declaratory Judgment Act, 28 U.S.C. § 2201, provides, “In a case of actual
controversy within its jurisdiction ... any court of the United States, upon the filing of an
appropriate pleading, may declare the rights and other legal relations of any interested party

seeking such declaration, whether or not further relief is or could be sought. Any such declaration
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shall have the force and effect of a final judgment or decree and shall be reviewable as such.”
Courts are also empowered to provide “[f]urther necessary or proper relief based on a declaratory
judgment.” Id. § 2202.

148.  As set forth herein, the City has violated Lonestar’s constitutional rights secured
under the Fifth and Fourteenth Amendments by condemning Lonestar’s rights and interests under
the Agreement, and by impermissibly attempting to seize Lonestar’s “going concern” business,
without just compensation.

149. Lonestar is entitled to a declaration that the City’s actions constitute an unlawful
taking without just compensation, in violation of the Fifth and Fourteenth Amendments.

150. Lonestar further requests a declaration that it must be paid business value for the
taking of its going concern business.

151. The City does not have governmental immunity from declaratory judgment actions
seeking to determine or protect a party’s rights. See Fed. Sign v. Texas S. Univ., 951 S.W.2d 401,
404 (Tex. 1997).

COUNT III: Violation of Article I, Section 17 of the Texas Constitution

152. Lonestar repeats and reiterates the allegations above as if fully set forth herein.

153.  Article I, Section 17 of the Texas Constitution provides that “[n]o person’s property
shall be taken, damaged, or destroyed for or applied to public use without adequate compensation
being made.”

154. The City has violated Article I, Section 17 of the Texas Constitution by depriving
Lonestar of its rights and interests under the Agreement, by pursuing a condemnation of Lonestar’s

going-concern business and all of its contractual rights under the Agreement—including the value
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of its contractual rights under Article 15 to “develop, construct and operate” any “Expansion or
New Facility”—without just compensation.

155. The City has also violated Article I, Section 17 of the Texas Constitution by
pursuing wrongful condemnation proceedings that are unsupported by a valid public purpose and
impermissibly attempt to seize Lonestar’s “going concern” business.

156. The City is using its condemnation authority to shirk its contractual obligations to
Lonestar, rather than for any valid public purpose.

157. Lonestar cannot operate its business elsewhere.

158. Under Texas’s quick take procedure, the City intends to take Lonestar’s going
concern business at the South Terminal and all of Lonestar’s rights and interests under the
Agreement before Lonestar has the ability to challenge the legality of the taking. Lonestar therefore
cannot obtain just compensation in the state court condemnation proceeding.

159. Lonestar seeks a preliminary and permanent injunction to prevent the City’s
ongoing violation of Lonestar’s rights under Article I, Section 17.

160. Lonestar lacks an adequate remedy at law for the City’s current and threatened
unconstitutional actions, thus warranting such preliminary and permanent injunctive relief.

161. Lonestar also seeks money damages for the harms caused by the City’s violation of
Article I, Section 17 of the Texas Constitution, in an amount to be determined at trial.

162. The City does not have governmental immunity for claims alleging violation of

Article I, Section 17. Steele v. City of Houston, 603 S.W.2d 786, 791 (Tex. 1980).
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COUNT IV: Breaches of the Agreement

163. Lonestar repeats and reiterates the allegations above as if fully set forth herein.

164. The Agreement is a valid and enforceable contract between Lonestar and the City
that contains all material terms.

165. Lonestar has performed all of its obligations under the Agreement, including by
investing millions of dollars into the renovation of the South Terminal and paying all rents and
other sums owed to the City under the Agreement.

166. As explained in more detail below, the City has and continues to breach multiple
provisions of the Agreement.

167. Lonestar seeks specific performance, and a preliminary and permanent injunction
to prevent the City’s ongoing breaches of the Agreement.

168. Lonestar also seeks money damages for the City’s violation of the Agreement, in
an amount to be determined at trial, for the City’s prior conduct and in the alternative, to the extent
the Court deems that Lonestar has an adequate remedy at law, for damages arising from the City’s
future threatened and ongoing breaches of the Agreement.

169. Lonestar has satisfied the requirements of Article 40 to the extent it establishes a
condition precedent to Lonestar’s initiating a suit for damages, as well as any other conditions
precedent to asserting claims for damages against the City.

170. The City has agreed to “waive[] its rights to assert sovereign or governmental
immunity from suit or liability for contract claims asserted by [Lonestar]” set forth in section
29.02.

171. The Texas legislature has waived governmental immunity where a municipality
enters into a “written contract stating the essential terms of the agreement for providing goods and

services to the local governmental entity.” Tex. Loc. Gov’t Code § 271.151(2)(A). The Agreement
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is a written contract containing all essential terms, and it involves the provision of services to the
City.
Article 2.03

172.  Article 2.03 of the Agreement contains a covenant of quiet enjoyment, which grants
Lonestar the right to “peaceably and quietly have, hold, occupy, use and enjoy the Premises during
the Term, and may exercise all of its rights hereunder, without ejection or interference by Owner
or any person or entity claiming by, through or under Owner, subject to the provisions of this Lease
and Applicable Law.”

173.  Article 2.03 represents an enforceable agreement between the City and Lonestar.
Despite the parties’ initial commitment to the Agreement, the City has since adopted a course of
conduct that repeatedly fails to recognize and uphold Lonestar’s rights and has “interfere[d]” with
Lonestar’s ability to quietly occupy, use and enjoy the South Terminal for the purposes set out in
the Agreement, including by the City’s improper attempt to use condemnation to avoid the City’s
obligations under the Agreement and the City’s actions to interfere with Lonestar’s business
relationships.

174. The City’s material actions substantially interfere with Lonestar’s intended use and
enjoyment of the Premises and threaten a permanent deprivation of Lonestar’s use and enjoyment
of the Premises.

175. In particular, the City interfered with Lonestar’s right of quiet enjoyment when it
indicated that “the City is not inclined to approve any expansion of the South Terminal facility”
and that it instead “wishe[d] to acquire the leasehold interest of the South Terminal facility to
regain local control.” Ex. B. The City’s communication was not just an offer to buy out Lonestar’s

lease but was a notification to Lonestar’s airline customers, employees, vendors, and potential
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investors of the City’s intent to take control of the property and stop ST 2.0—which was a
significant undertaking specifically designed to serve the City’s needs and that Lonestar had
devoted significant resources to for over a year.

176. The City’s communication in November 2019, and similar communications
thereafter, effectively halted Lonestar’s plans regarding ST 2.0 and interfered with its ability to
exercise its right to “peaceably and quietly have, hold, occupy, use any enjoy” the property that it
bargained for in the Agreement, including by thwarting efforts to raise capital and solicit bids.

177.  Similarly, the City interfered with Lonestar’s right of quiet enjoyment when it—
without notice to Lonestar—sent a letter to Frontier Airlines communicating the City’s desire to
buy-out Lonestar and regain control of the Terminal.

178.  The City also released an internal memorandum discussing the City’s intention to
buy out Lonestar’s interest in the South Terminal under the Agreement, which was picked up by
the press, published, and disseminated in a news article to third parties.

179.  This unilateral and unsolicited communication to a key customer for the South
Terminal, as well as other airlines serving the Airport, coupled with the City’s revelation of its
position to the press, interfered with Lonestar’s ability to attract new investors for ST 2.0, to obtain
additional customers for the South Terminal, and to further develop ST 2.0.

180. Additionally, the City violated Article 2.03 when it communicated its position in
early 2020 that it intended to demolish the South Terminal and build a New Facility, purportedly
requiring the City to pursue condemnation of Lonestar’s rights to the South Terminal.

181. Then, in its March 29, 2022 condemnation notice to Lonestar, the City formally

made clear its position that it would not honor any of Lonestar’s rights under Article 15.
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182. These communications, beginning in November 2019, have materially and
negatively affected Lonestar’s business. The public nature of the DOA’s threats to the South
Terminal’s existence put an immediate chilling effect on Lonestar’s ability to obtain financing and
operate its business—to attract new airline customers, attract and retain talent, and damages its
relationship with its business partners. This is evidenced in the relative passenger numbers at the
two terminals.

183. In2019, the South Terminal served 1,077,912 passengers, while the Main Terminal
served 16,266,637 million passengers. To date in 2022, the South Terminal has served 256,660
passengers and the Main Terminal has served 9,738,825 passengers. In other words, in 2019, the
South Terminal represented 6.64% of the passenger traffic in Austin, but today the South Terminal
represents just 2.64% of the traffic. By publicly and privately calling into question the future
viability of the South Terminal, the DOA has intentionally and severely damaged the business of
Lonestar, and therefore has significantly impaired the value of Lonestar’s business. This targeted
campaign has deprived Lonestar of the fundamental rights Lonestar signed up for in Section 2.03
of the Agreement.

184.  The City’s conduct has permanently interfered with Lonestar’s ability to operate its
business as granted pursuant to the Agreement, and to develop, construct, and operate any
Expansion or New Facility at the South Terminal, two essential aspects of the Agreement that form
the basis of the bargain.

185. These actions encapsulate the kind of improper interference with Lonestar’s right

of quiet enjoyment that Article 2.03 of the Agreement is designed to prevent.
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186. Lonestar is not required to abandon the premises to assert a claim that the City has
breached its contractual promise of quiet enjoyment. See Goldman v. Alkek, 850 S.W.2d 568, 572
(Tex. App.—Corpus Christi 1993, no writ).

187.  Lonestar seeks specific performance, and a preliminary and permanent injunction
to prevent the City’s ongoing breaches of Article 2.03.

188.  Lonestar seeks money damages for the City’s past breaches of Article 2.03.

Article 15

189. Article 15 of the Agreement provides Lonestar “with the exclusive first right to, as
applicable, develop, construct and operate” any “Expansion or New Facility” at the Airport.

190. Article 15 contains all material terms and is sufficiently definite to enforce.

191. Article 15 was heavily negotiated, approved by an Assistant City Attorney, and its
essential terms were considered and approved three times by the Austin City Counsel.

192. Article 15 was a material part of the Agreement.

193.  The City first breached Article 15 in the fall of 2019 when—after the parties agreed
Expansion was necessary, Lonestar exercised its option under Article 15, and the parties were in
active negotiations to reach an agreement with respect to ST 2.0—the City cut off all negotiations
regarding ST 2.0.

194.  Specifically, Lonestar initially tendered performance under Article 15 when it
began discussions with the City, through the DOA, in the fall of 2018 for a small Expansion of the
South Terminal. At that point, Lonestar had decided that an Expansion was needed and provided
notice of such to the City. The City agreed to the need for an Expansion when the DOA suggested
developing something more substantial on a new location (what later became known as ST 2.0).

Finally, Lonestar provided notice of its intent to invest in ST 2.0, began to develop plans for the
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ST 2.0, and embarked on a process to raise funding for the development and construction of ST
2.0.

195. At that point in time, the City was obligated to work with Lonestar in good faith to
enter into an agreement regarding ST 2.0. The City did so through late 2018 and the early months
of 2019.

196. The City breached its obligations under Article 15, however, when the DOA’s new
Executive Director notified Lonestar on November 7, 2019, that “[a]t this time, the City is not
inclined to approve any expansion of the South Terminal facility.” This statement was directly
contrary to the DOA’s prior express approval of ST 2.0 and constitutes a breach of the City’s
obligation to work in good faith to reach an agreement once the parties agree to the necessity of
Expansion.

197.  Ina clear demonstration that the City was declining to honor Lonestar’s Article 15
rights, the November 7 letter also included “written notice . . . of [the City’s] desire to acquire the
South Terminal leasehold interest to regain local control of the facility.” Ex. B. In other words,
the City was refusing to partner with Lonestar for future Expansion at the Airport in direct
contravention of the express terms of the Agreement inked just a few years prior.

198.  The City again breached Article 15 when it announced the need for a New Facility
and—despite Lonestar’s express invocation of its Article 15 right with respect to the New Facility
contemplated by the AEDP—denied Lonestar’s right to participate in any way in the New Facility.

199. Specifically, as early as February 2020, the City notified Lonestar of plans for a
new cost-efficient facility at the Airport as part of the City’s AEDP. At the same time, the City
denied that the Agreement “confer[s] any right of first refusal to Lonestar in any manner at AUS.”

Ex. F.
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200. Despite the City’s express refutation of the terms of the Agreement, Lonestar—
pursuant to Article 15—provided written notice to the City of its interest in working with the City
in developing the new cost-efficient facility at the Airport. See Ex. G.

201. Then, in a July 13, 2021 press release, the City publicly announced the City’s plan
to add a new concourse (as well as two new taxiways). According to the DOA, the City’s plan for
a New Facility would require the City to condemn Lonestar’s rights to the South Terminal. The
City sent Lonestar a letter the same day confirming the City’s plan for New Facilities at the Airport
(July 13, 2021 letter).

202. Lonestar tendered performance under Article 15 through a formal, written response
confirming (again) Lonestar’s interest in investing in and exercising its rights under Article 15 of
the Agreement. See Ex. I. The City again breached its obligations under Article 15 by
categorically denying Lonestar its exclusive first right to invest.

203. Instead of proceeding with good faith negotiations with respect to plans for the New
Facility—as required by Article 15—the City notified Lonestar of its intent to condemn the South
Terminal to remove Lonestar from the Airport altogether. At the same time, the City has moved
forward with developing and constructing the AEDP, including by engaging contractors and
project managers after a RFP process, without involving Lonestar, as Article 15 requires.

204. In its March 29, 2022 condemnation notice to Lonestar, the City made clear its
position that it would not honor any rights under Article 15 by refusing to value those rights as
purportedly “unenforceable.” Ex. J. In other words, the City is purporting to condemn the South
Terminal in furtherance of the AEDP, while at the same time denying Lonestar’s right to

participate in the development of the New Facilities contemplated by the plan.
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205. Because the City both refused to compensate Lonestar for its Article 15 rights
through the condemnation while also refusing to honor those rights with respect to the New
Facility, the City has breached (and continues to breach) Article 15 and is liable to Lonestar for
damages flowing from that breach.

206. The City separately has breached the Agreement by developing, constructing, and
operating Expansions and New Facilities at the Airport without affording Lonestar its contractual
right of participation.

207.  The City remains in breach of the Agreement by proceeding with the AEDP without
allowing Lonestar its contractually guaranteed participation.

208. Having benefited from Lonestar’s significant investment in the South Terminal,
which was predicated on Lonestar’s exclusive right to participate in any expansion, the City is
estopped from denying the enforceability of Article 15. Allowing the City to deny the
enforceability of Article 15 would work severe prejudice to Lonestar and would be
unconscionable.

209. Estoppel is necessary to prevent manifest injustice to Lonestar and will not impair
any governmental function. See City of Hutchins v. Prasifka, 450 S.W.2d 829, 836 (Tex. 1970).

210. Lonestar seeks specific performance, and a preliminary and permanent injunction
to prevent the City’s ongoing breaches of Article 15.

211. Lonestar seeks money damages for the City’s past breaches of Article 15.

Article 34

212. Nothing in the Agreement permits the City to exercise its general eminent domain
authority for the primary purpose of breaching its contractual obligations or interfering with

Lonestar’s rights under the Agreement.
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213. The Agreement instead addresses a situation where a governmental entity exercises
its general eminent domain authority for other lawful public purposes. In those circumstances,
Article 34.03 of the Agreement provides that “[i]f the condemning authority is the City, Tenant
shall be entitled to compensation for the Fair Market Value of Tenant’s Interest so taken.”

214. The Agreement further defines “Tenant” to be Lonestar and “Tenant’s Interest” to
mean “Tenant’s right, title and interest in, to, under or derived from this Lease, including the rights
of Tenant under Article 2 and Article 15, and the Trade Fixtures.” Agreement, 4 1.01.

215. Article 34 does not expand or otherwise modify the City’s authority to use eminent
domain beyond what is otherwise authorized by law.

216. The express terms of Article 34.03 obligate the City to compensate Lonestar for its
rights under Article 2 and 15 in the event of a taking of Lonestar’s entire interest under the
Agreement. Despite these provisions in the Agreement, the City has breached its contractual
obligations by condemning the South Terminal and Lonestar’s rights without offering to provide
compensation for Lonestar’s “Interest,” as defined in the Agreement.

217. Instead, the City has offered to compensate Lonestar only for the value of the land
itself, even though the Agreement explicitly requires “the Fair Market Value of Tenant’s Interest
so taken” to be included in any award.

218. The City’s breach deprived Lonestar of its rights and Interests negotiated for and
memorialized in the Agreement.

219. Having benefited from Lonestar’s significant investment in the South Terminal,
which was predicated on Lonestar’s right to receive compensation for its entire interest under the
Agreement in the event the City elected to condemn the South Terminal, the City is estopped from

exercising its condemnation power without paying Lonestar the compensation it is owed under the
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Agreement. Allowing the City to condemn the South Terminal without paying such full
compensation would work severe prejudice to Lonestar and would be unconscionable.

220. Estoppel is necessary to prevent manifest injustice to Lonestar and will not impair
any governmental function. See Prasifka, 450 S.W.2d at 836.

221. Lonestar seeks specific performance, and a preliminary and permanent injunction
to prevent the City’s ongoing breaches of Article 34.

222. Lonestar seeks money damages for the City’s past breaches of Article 34.

Article 41
223.  Article 41.13 prevents the City from “taking any action the primary purpose of

which is to avoid honoring any of its commitments and obligations” under the Agreement.

224.  Article 41.13 represents an enforceable agreement between the City and Lonestar.

225. The City breached Article 41.13 by taking actions that are specifically designed to
prevent Lonestar from exercising its rights under the Agreement, including, but not limited to,
Lonestar’s Article 15 right as described above.

226. In addition, the City’s condemnation proceeding is a clear pretext for avoiding the
City’s obligations under the Agreement altogether, including the 40-year grant to Lonestar to
operate facilities at the Airport, and instead, operate Lonestar’s business itself.

227. By preventing Lonestar from exercising such rights, the City took an action the
primary purpose of which was to avoid honoring its commitments and obligations to Lonestar
under the Agreement.

228.  Such improper interference constitutes a clear breach of Article 41.13.

229. Lonestar seeks specific performance, and a preliminary and permanent injunction
to prevent the City’s ongoing breaches of Article 41.

230. Lonestar seeks money damages for the City’s past breaches of Article 41.
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Article 18

231. Article 18.05 provides that the City “shall provide, at no cost to Tenant, Shuttle Bus
Service for passengers and employees between the South Terminal and the North
Terminal/CONRAC facility.” It further provides that “[o]peration of the Shuttle Bus Service shall
be sufficiently coordinated with the arrival and departure of commercial airline flights at the South
Terminal in accordance with Tenant’s Airport Operational Manual as approved by Owner to
accommodate actual passenger traffic levels and projected passenger traffic levels provided by
Tenant to Owner.”

232.  The City consistently has failed to provide reliable shuttle bus service contemplated
by this provision.

233.  Their shuttle-bus service provider rarely has the staff resources necessary to operate
the number of shuttles required to meet passenger demand.

234. The problem is exacerbated by the poor signage the DOA provides to passengers
flying Allegiant and Frontier from the South Terminal. In many cases, passengers erroneously
park at the north terminal believing their Allegiant and Frontier flights depart there — only to find
out once inside that such flights operate at the South Terminal. Hundreds of passengers have
missed their flights from the South Terminal in the last five years due to poor signage and
inadequate shuttle bus service.

235. Lonestar has supplemented the City’s shuttle service at its own cost. Since January
2022, alone, Lonestar has operated more than 1,000 trips to and from the Main Terminal. The
direct, indirect, and opportunity costs associated with using Lonestar shuttles and staff has

exceeded hundreds of thousands of dollars.
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236. Further, Lonestar took it upon itself to improve access roadways to the South
Terminal that are not even on its leasehold because the City of Austin refused, and Lonestar was
committed to the safety and efficiency of its passengers and operations.

237.  The City’s failures amount to a clear breach of Article 18.

238. Lonestar seeks specific performance, and a preliminary and permanent injunction
to prevent the City’s ongoing breaches of Article 18.

239. Lonestar seeks money damages for the City’s past breaches of Article 18.

COUNT V: Promissory Estoppel — Article 34
(In the Alternative)

240. Lonestar repeats and reiterates the allegations above as if fully set forth herein.

241. To the extent the City is not legally obligated under Texas law to compensate
Lonestar for the full value of its business and Interests under the Agreement—including Articles
2 and 15—equity requires the City to provide such compensation to prevent a manifest injustice.

242. In 2016, the City made a specific promise to Lonestar that it would value and
provide compensation for Lonestar’s entire “Interest” in the South Terminal under the Agreement
upon any condemnation initiated by the City.

243. The City reasonably expected that Lonestar would rely on such a promise when the
parties discussed and agreed to form a public-private partnership for the development and
operation of the South Terminal and any necessary future expansion of the Airport.

244. Lonestar acted definitively and substantially in reliance on the promise that its
Interests would be valued and compensated for in the event of condemnation and developed a
valuable business operation at the South Terminal. Indeed, Lonestar relied on the promise that it

would have the right to construct and operate the South Terminal by immediately committing
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millions of dollars, people, and thousands of hours to making the South Terminal a successful
operation.

245. Lonestar also actively pursued investment opportunities and development
proposals in furtherance of its business at the South Terminal and Article 15 rights and the
Airport’s overall growth.

246. Lonestar similarly communicated to the City its desire to participate in any of the
City’s plans for the Airport’s future development and expansion—evidencing the value Lonestar
placed in its Article 2 and Article 15 rights under the Agreement.

247. Despite Lonestar’s development of a successful business and active pursuit of
opportunities to develop and expand the Airport in reliance on the City’s assurances, the City
disregarded its private commitments by turning around and threatening Lonestar with
condemnation of the rights the City had just willingly contracted for.

248. Worse still, the City offered Lonestar a meager compensation award for the value
of the leasehold interest itself, rather than including the significant value of Lonestar’s business
and Interests under the Agreement, as expressly promised by the City. The City’s valuation did
not include Lonestar’s rights under Article 2 or Article 15 of the Agreement.

249.  The City has unfairly and unjustly reneged on the promise it made to Lonestar in
its private capacity, and disregarded Lonestar’s Interests entirely, by exercising its public eminent
domain power.

250. To the extent that the Court concludes that, as a result of Texas condemnation law,
Article 34.03 of the Agreement is unenforceable as written, the Court should exercise its equitable

powers to enforce the City’s promises contained therein to prevent manifest injustice.
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251. Enforcing the promise would not interfere with the City’s exercise of its
governmental functions or condemnation powers because it will not operate to expand or change
those powers as provided under Texas law. Rather—while allowing the City to exercise its
condemnation authority in connection with the real estate beneath the South Terminal—the Court
would simultaneously require the City to provide Lonestar with compensation for the remainder
of its rights under the Agreement not based on condemnation law, but based on the parties’ mutual
understanding and agreement.

252. Because the City has disregarded the promises it made to Lonestar, Lonestar has
suffered (and continues to suffer) damages, in an amount to be determined at trial.

253. The City does not have governmental immunity from estoppel claims where
estoppel is necessary to prevent injustice, and there is no interference with the exercise of its
governmental functions. See Prasifka, 450 S.W.2d at §836.

COUNT VI: Promissory Estoppel — Article 15
(In the Alternative)

254. Lonestar repeats and reiterates the allegations above as if fully set forth herein.

255.  To the extent the City is not legally obligated under Texas law to honor Lonestar’s
rights under Article 15, equity requires the City to provide Lonestar with such right to prevent a
manifest injustice.

256. In 2016, the City made a specific promise to Lonestar that Lonestar would have
“the exclusive first right to, as applicable, develop, construct and operate” any “Expansion or New
Facility” at the Airport.

257. The City reasonably expected that Lonestar would rely on such a promise when the
parties discussed and agreed to form a public-private partnership for the development and

operation of the South Terminal and any necessary future expansion of the Airport.
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258. Lonestar acted definitively and substantially in reliance on the promise that it would
have the exclusive right to participate in any future development at the Airport when it developed
a valuable business operation at the South Terminal. Indeed, Lonestar relied on the promise that
it would have the right to construct and operate the South Terminal by immediately committing
millions of dollars, people, and thousands of hours to making the South Terminal a successful
operation.

259. In further reliance on the City’s promise that Lonestar would have the exclusive
right to participate in any future development in the Airport, Lonestar also actively pursued
investment opportunities and development proposals in furtherance of its business at the South
Terminal and the Airport’s overall growth.

260. Lonestar has further relied on the City’s promise by communicating to the City its
desire to participate in any of the City’s plans for the Airport’s future development and expansion,
and by investing a significant amount of time and resources in the plans for ST 2.0.

261. Despite Lonestar’s development of a successful business and active pursuit of
opportunities to develop and expand the Airport in reliance on the City’s assurances, the City has
made clear that it does not intend to honor Lonestar’s rights under Article 15 by attempting to
extinguish those rights through condemnation and by arguing that those rights are not enforceable.

262. The City has unfairly and unjustly reneged on the promise it made to Lonestar in
its private capacity. Ordering the City to honor its contractual commitments to Lonestar is therefore
necessary to prevent a manifest injustice.

263. Moreover, ordering the City to honor its contractual commitments to Lonestar will
not interfere with the exercise of any governmental function. Lonestar remains a willing and

capable partner for developing any Expansion or New Facility pursuant to its Article 15 rights.
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Rather than serving a governmental function, the City’s refusal to honor its obligations under
Article 15 is instead motivated by the improper purpose of forcing the termination of a long-term
agreement that the City no longer wants to perform so the City can operate Lonestar’s business
itself.

264. Because the City has disregarded the promises it made to Lonestar, Lonestar has
suffered (and continues to suffer) damages, in an amount to be determined at trial.

265. The City does not have governmental immunity from estoppel claims where
estoppel is necessary to prevent injustice, and there is no interference with the exercise of its
governmental functions. See Prasifka, 450 S.W.2d at §836.

REQUEST FOR RELIEF

WHEREFORE, Plaintiff Lonestar Airport Holdings, LLC prays for this Court to enter an order:

A. Enjoining Defendant, as well as its officers, agents, employees, and attorneys as well as
those persons acting in concert with them, from violating Lonestar’s rights in its property
by asserting control over Lonestar’s business and/or rights and interests in the Agreement,
including without limitation its right to occupy the South Terminal and operate its business
there, without paying for the full value of the rights and property taken;

B. Declaring that the City may not breach its obligations and attempt to take Lonestar’s
business and/or rights and interests in the Agreement without compensating Lonestar for
the full value of the rights it seeks to take;

C. Enjoining Defendant, as well as its officers, agents, employees, and attorneys as well as
those persons acting in concert with them, from its ongoing breach of Article 15, by barring

2 ¢¢

Defendant from “develop[ing],” “construct[ing],” or “operat[ing]” an Expansion or New

Facility without honoring Lonestar’s rights under Article 15;
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. Enjoining Defendant, as well as its officers, agents, employees, and attorneys as well as
those persons acting in concert with them, from its ongoing breach of Articles 34.03 and
41.13, by enjoining Defendant from further pursuing improper condemnation proceedings
in which Defendant refuses to adequately compensate Lonestar as required by the
Agreement;

. Enjoining Defendant, as well as its officers, agents, employees, and attorneys as well as
those persons acting in concert with them, from its ongoing violation of Lonestar’s Fifth
and Fourteenth Amendment rights, by enjoining Defendant from further pursuing improper
condemnation proceedings unsupported by a public purpose and aimed at impermissibly
taking a “going concern” without compensation;

. Declaring that Defendant is in breach of Articles 2.03, 15, 34.03, and 41.13 of the
Agreement;

. Awarding Plaintiff specific performance;

. Awarding Plaintiff the costs and expenses of this suit, including its reasonable attorneys’
fees (including pursuant to 42 U.S.C. § 1988);

Awarding Plaintiff damages, in an amount to be determined at trial;

Awarding pre- and post-judgment interest at the statutory rate; and

. Granting such other further relief as the Court may deem just and proper.
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Dated: October 12, 2022. /s/ Edward F. Fernandes
KING & SPALDING LLP
Edward F. Fernandes (SBN 06932700)
Julia C. Barrett (SBN 24116075)
500 W 2nd St #1800
Austin, TX 78701
T: 512 457 2000
efernandes@kslaw.com
jbarrett@kslaw.com

Lawrence A. Slovensky (pro hac vice)
Mandi Goodman (pro hac vice)

1180 Peachtree St NE

Atlanta, GA 30309

T: 404 572 4600
Islovensky@kslaw.com
mgoodman@kslaw.com

MUNGER, TOLLES & OLSON LLP
Bethany Kristovich (pro hac vice)
Michael Doyen (pro hac vice)

John Major (pro hac vice)

350 South Grand Avenue

Los Angeles, CA 90071

T: 213 683 9292
Michael.doyen@mto.com
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BARRON, ADLER, CLOUGH & ODDO, LLP
Christopher M. Clough (SBN 24044802)
Christopher J. Oddo (SBN 24013257)

Andrew York (SBN 24066318)

808 Nueces Street
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Attorneys for Plaintiff Lonestar Airport Holdings,
LLC
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Execution Version

SOUTH TERMINAL LEASE AND CONCESSION AGREEMENT
by and between
CITY OF AUSTIN
(Owner)
and
HIGHSTAR CAPITAL IV, L.P.

(Tenant)

South Terminal Lease and Concession Agreement
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SOUTH TERMINAL LEASE AND CONCESSION AGREEMENT

THIS SOUTH TERMINAL LEASE AND CONCESSION AGREEMENT (this “Lease”) is
entered into by and between CITY OF AUSTIN, a Texas home rule city and municipal
corporation (“Owner”) acting by and through the Executive Director of the Department of
Aviation, and HIGHSTAR CAPITAL IV LP, a limited partnership formed and existing under the
laws of the State of Delaware (“Tenant”). Owner and Tenant, collectively, shall be referred to in
this Lease as the “Parties” and each as a “Party”.

WHEREAS:

A. Owner owns and operates Austin-Bergstrom International Airport, located in the City of
Austin, Travis County, Texas (the “Airport™); and

B. Owner desires to reopen the South Terminal at the Airport as a Limited Services
Terminal to expand the air carrier service options available in the City of Austin; and

C. Owner desires to outsource the rehabilitation, development and operation of the South
Terminal in order to expedite the availability of a Limited Services Terminal to the City
of Austin; and

D. Tenant has engaged in the business of operating airport facilities and desires to provide
such services; and

E. Owner desires to lease to Tenant, and Tenant desires to lease from Owner, certain
premises, and to provide and obtain from each other certain rights, services and
privileges, in order to reactivate the South Terminal, and appurtenant parking and other
related facilities, to serve air carriers that serve the Airport and passengers served by such
air carriers, all on a financially self-sustaining basis.

Now, therefore, for and in consideration of mutual promises and covenants hereinafter set forth,
and other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, Owner and Tenant enter into this Lease and agree as follows:

ARTICLE 1
DEFINITIONS AND INTERPRETATION

1.01 Definitions. As used in this Lease, the following terms shall be defined as follows:
ACDBE - has the meaning set forth in Section 14.03.
ADA - has the meaning set forth in Section 26.04.

Additional Rent — means all fees, charges, and amounts payable by Tenant to Owner
under this Lease other than Fixed Rent and Variable Rent.

Affiliate — means an entity that directly or indirectly through one (1) or more
intermediaries, controls, or is controlled by, or is under common control with, another entity. An
entity “controls” any other entity in which it has the power to vote, directly or indirectly, five
(5)% or more of the voting interests in such entity or, in the case of a partnership, if it is a
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general partner. An entity may be a person, corporation, association, partnership or limited
liability company of any type or kind.

Airfield Use Agreement — means an agreement between an Airline and Owner for use of
the airfield at the Airport.

Airline Leasing Program — has the meaning set forth in Section 12.01.

Airlines — means commercial airlines providing Air Transportation at the Airport and/or
the South Terminal.

Airport — has the meaning set forth in the Recitals.

Airport Enplaned Passengers — means all originating passengers departing from the
Airport.

Airport Layout Plan — means Owner’s Airport Layout Plan, approved by the FAA,
attached hereto as Exhibit K, as the same may be modified, amended, and/or restated from time
to time.

Airport Master Plan — means Owner’s Airport Master Plan, dated as of December 2003,
as the same may be updated, modified, amended, and/or restated, and as accepted by the FAA in
conjunction with the approved Airport Layout Plan, from time to time, which, as of the Effective
Date, may be found at http://www.austintexas.gov/page/airport-master-plan.

Air_Transportation — means the carriage of persons, property, cargo and/or mail by
aircraft.

Applicable Law — means all applicable federal, state and local laws, codes, ordinances,
rules, regulations, judgments, decrees or directives of any Governmental Authority (but with
respect to any of the foregoing of the City, only to the extent (i) generally applicable to the
regulated community, (ii) not disproportionately affecting Tenant, and (iii) not enacted or issued
in violation of Section 41.13 hereof) having jurisdiction over the Airport or the Premises,
including all Environmental Laws as defined herein and FAA rules, regulations, and policies.

As Built Plans — has the meaning set forth in Section 9.10.

Assessment Report — has the meaning set forth in Section 20.03.

Authorized Use — has the meaning set forth in Section 4.01.

Building Permit Documents - means the documents consisting of structural drawings and
specifications, required City permits, and plans including information technology infrastructure,
security, ingress/egress, life safety systems, architectural, mechanical, electrical, and plumbing to
be prepared or assembled by the Tenant as part of the design review process contemplated by
Article 9 of this Lease.

Capital Recovery Event — has the meaning set forth in Section 25.02.
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Capital Recovery Factor — means the following percentage of capital invested by Tenant
in the Premises and the South Terminal that Tenant may recover upon termination of this
Agreement under Section 25.01, based on the date of the Capital Recovery Notice: 100% in the
first three years after the Effective Date; 75% in the fourth year after the Effective Date; 50% in
the fifth year after the Effective Date; and 25% in the sixth year after the Effective Date.

Capital Recovery Notice — has the meaning assigned to such term in Section 25.01.

Capital Recovery Payment — means an amount equal to the product of (a) the Capital
Recovery Factor, multiplied by (b) the total of (i) the Initial Capital Investment, plus (ii) any
remaining obligations under capital leases related to the South Terminal (unless assumed by
Owner), less (iii) any cash distributions of South Terminal revenues made by Tenant to its
investors from and after the Effective Date, but in no event to exceed ELEVEN MILLION AND
NO/100 DOLLARS ($11,000,000.00). Notwithstanding the foregoing, no amount from the
Initial Capital Investment shall be included in the Capital Recovery Payment unless such amount
has been approved by Owner in accordance with Section 9.14.

Casualty — has the meaning set forth in Section 33.01.

Certificate of Occupancy Date — means the date on which a certificate of occupancy for
the Covered Improvements is issued by the applicable Governmental Authority in order for the
Premises and Covered Improvements to be open for business to the public.

CFEC - has the meaning set forth in Section 18.06(a).

City - City of Austin, Travis County, Texas.
Claims — has the meaning set forth in Section 23.01.

Commencement of Operations Date — means the first date after the Effective Date on
which a commercial airline flight arrives at or departs from the South Terminal, provided the
conditions in Section 10.01 have then been met or have been waived by Tenant.

Concession Program — has the meaning set forth in Section 14.01.

Confidential Information — has the meaning set forth in Section 38.01.

CONRAC — means the Consolidated Rental Car Center at the Airport.

Construction Contract Close-Out — shall have occurred when: (i) Tenant and Owner have
performed a final walkthrough and inspection and shall have reasonably determined that the
Rehabilitation Project (inclusive of all punch list items) has, in all material respects, been
completed in accordance with construction contract documents and (ii) Tenant and Owner have
each received the following: (a) An affidavit from contractor stating that all subcontractors and
material suppliers have been paid in full, subject to collection of final payment; (b) A complete
waiver and release of any lien from each contractor, subcontractors or suppliers which has
furnished material, goods or services in connection with the Rehabilitation Project or a
conditional waiver and releases for any contractor, subcontractors or material suppliers entitled
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to receive any portion of the final payment; (c) Copies of all guarantees and warranties from the
contractor, from subcontractors, and from suppliers; (d) Copies of all operating and maintenance
data for equipment installed as part of the Rehabilitation Project; and (e) All other submittals
required by the construction contract documents, including the SMBR’s Compliance Plan
Program final closeout.

Contract Rate — means the lesser of the rate of interest specified in Texas Government
Code Section 2251.025, or the highest non-usurious rate permitted by law.

Covered Improvements — has the meaning set forth in Section 9.03.

CPI — means the Consumer Price Index for Urban Consumers published by the U.S.
Department of Labor, Bureau of Labor Statistics. In the event that the CPI should cease to be
published, the Parties shall use good faith efforts to agree upon a substitute index that most
closely approximates the CPI in gauging changes in the cost of living for urban consumers. If
the Parties are unable to agree upon a substitute index, Owner may select a reasonable substitute
index published by the Bureau of Labor Statistics, or successor agency.

Deplaned Passengers — means all deplaning passengers arriving at the South Terminal.

Design Review Procedures — has the meaning set forth in Section 9.03.

DHS - has the meaning set forth in Section 17.01.

Director — means the Executive Director of the City of Austin Department of Aviation or
his or her duly authorized designee.

DOT - has the meaning set forth in Section 17.01.
Effective Date — means the date stated on the signature page of this Lease.

Enplaned Passengers — means all originating passengers departing from the South
Terminal.

Environmental Assessment — shall refer to and include any environmentally related study,
report, analysis, investigation, site assessment, intrusive sampling or any results of the foregoing
relating to the Environmental Condition of the Premises.

Environmental Claims — shall refer to, and include, without limitation, all claims,
demands, suits, actions, judgments, and liability for: (a) removal, remediation, assessment,
transportation, testing and disposal of Hazardous Materials as directed by any government
agency, court order, or Environmental Law; (b) bodily injury or death; (c) damage to or loss of
use of property of any person; (d) injury to natural resources; (e) fines, costs, fees, assessments,
taxes, demands orders, directives or any other requirements imposed in any manner by any
governmental agency under Environmental Laws; and (f) costs and expenses of cleanup,
remediation, assessment testing, investigation, transportation and disposal of a Hazardous
Material spill, release or discharge.
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Environmental Condition — shall mean any condition with respect to the soil, surface
waters, groundwaters, surface or subsurface strata, ambient air or other environmental medium
on or off the Premises, whether or not yet discovered, which could or does result in any
Environmental Claim to or against Tenant or Owner by any third party (including any
Governmental Authority), including any condition resulting from the activities, operation or
business of any other property lessee, tenant, licensee, owner or operator on, off or in the vicinity
of the Premises.

Environmental Laws — shall refer to and include, without limitation, all federal, state, and
local statutes, laws, ordinances, rules and regulations, now or hereafter in effect, and as amended
from time to time, that are intended for the protection of the environment, or that govern, control,
restrict or regulate the use, handling, treatment, storage, discharge, disposal or transportation of
Hazardous Materials. Environmental Laws specifically include but are not limited to, the
National Environmental Policy Act, the Comprehensive Environmental Response, Compensation
and Liability Act, the Resource Conservation and Recovery Act, the Hazardous Materials Act,
the Toxic Substances Control Act, the Clean Water Act, the Clean Air Act, the Superfund
Authorization and Recovery Act, the Occupational Safety and Health Administration Hazard
Communication Standards, the Texas Water Code, the Texas Hazardous Materials Act and the
Texas Water Quality Control Act.

Expansion — means any expansion of the South Terminal for the Authorized Use,
including the development of any additional parking facilities serving the South Terminal, to
accommodate the growth of operations of Airlines (or other air carriers) at the Airport.

Extension Notice — has the meaning assigned to such term in Section 3.01(b).

Extension Term — has the meaning assigned to such term in Section 3.01(b).

FAA — means the Federal Aviation Administration or successor agency that regulates
civil aviation, airports and airport operations.

Fair Market Value — the amount that a willing and able buyer would offer, and a willing
and able seller would accept, for the purchase and sale of Tenant’s Interest, in an arm’s length
transaction, assuming: (a) neither Party is under economic compulsion or has special bargaining
power; (b) the buyer possesses all information in the possession of Tenant relating to the
Premises, the condition of the Premises and the revenues and expenses of Tenant; and (c) that the
event giving rise to such determination (e.g., a Taking or a termination of this Lease) had not
occurred.

FIDS Monitors — means flight information display monitors for the display of
information on all departing and arriving flights at the South Terminal and the North Terminal.

Fixed Rent — has the meaning assigned to such in Section 5.02(b).

GAAP — means generally accepted accounting principles in the United States of America.

GASB - means the Government Accounting Standards Board.
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Governmental Approval — means any federal, state or local government agency approval,
authorization, certification, consent, decision, exemption, filing, lease, license, permit,
agreement, concession, grant, franchise, registration or ruling, required to be filed with, issued by
or entered into with any Governmental Authority for the Premises.

Governmental Authority — means any governmental, judicial or administrative entity,
body or authority

Gross Revenue — has the meaning assigned to such term in Section 5.01.

Hazardous Materials — shall refer to, and include, without limitation, all substances
whose use, handling, treatment, storage, disposal, discharge or transportation is governed,
controlled, restricted or regulated by Environmental Laws, that have been defined, designated or
listed by any responsible regulatory agency as being hazardous, toxic, radioactive or that may
present an actual or potential hazard to human health or the environment if improperly used,
handled, treated, stored, disposed, discharged, generated or released. Hazardous Materials
specifically include, without limitation, asbestos and asbestos-containing-materials, petroleum
products, solvents and pesticides.

Indemnified Parties — has the meaning set forth in Section 23.01.

Initial Capital Investment — means the amount invested by Tenant for the rehabilitation,
reactivation and initial working capital requirements of the South Terminal, which are estimated
as of the Effective Date to be approximately $11.2 million. Notwithstanding the foregoing, no
amount from the Initial Capital Investment shall be included in the Capital Recovery Payment
unless such amount has been approved by Owner in accordance with Section 9.14.

Initial Term — means the period commencing on the Effective Date and expiring at 11:59
p.m., Austin, Texas time, on the last day of the three hundred sixtieth (360) full calendar month
ending after the Effective Date.

Lease — has the meaning set forth in the Preamble.

Lease Year — means a period of twelve (12) calendar months commencing on October 1
of each calendar year during the Term, but (a) for the first Lease Year, the period from the
Effective Date through the following September 30 and (b) for the final Lease Year, the period
from October 1 of such Lease Year through the last day of the Term.

Limited Services Terminal — means an airport passenger terminal that is constructed and
operated with fewer operational amenities than the North Terminal, such as a terminal without
passenger loading bridges, which supports a lower cost structure.

MWABE - has the meaning set forth in Section 24.02.

MWABE Program — has the meaning set forth in Section 24.02.

New Facility — means the construction of any new passenger terminal or concourse,
including without limitation any new Limited Services Terminal, or other facilities at the
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Airport, including any new or expanded parking facilities, to accommodate the growth of
operations of Airlines (or other air carriers) at the Airport.

North Terminal — means and refers to the Barbara Jordan Terminal at the Airport.

Notice to Proceed — has the meaning set forth in Section 9.04.

NPDES - has the meaning set forth in Section 21.05.

Outside Date — has the meaning set forth in Section 10.01(c).

Owner — has the meaning set forth in the Preamble.

Owner Annual Report — has the meaning set forth in Section 18.06(e).

Owner Default — has the meaning set forth in Section 29.01.

Owner Environmental Parties — shall include Owner and its elected and non-elected
officials, officers, agents, employees and contractors and any other person or entity that is not a
Tenant Environmental Party.

Owner Monthly Report — has the meaning set forth in Section 18.06(b).

PDS - has the meaning set forth in Section 19.04.

Permitted Liens — means any liens (a) related to current period Taxes or assessments
imposed upon Seller that are not yet due and payable, (b) related to any financing of Tenant as
permitted under Section 16.01, or (c) otherwise agreed to, in writing, by Owner.

PFCs — has the meaning set forth in Section 18.08.

Pre-Existing Environmental Claim — has the meaning set forth in Section 21.03.

Premises — means the South Terminal, the land described on Exhibit A attached hereto,
and all improvements and other buildings therein and thereon leased to Tenant by Owner.

Public Owner — has the meaning set forth in Section 35.02(a).

Qualified Entity — means with respect to any of Tenant’s rights and obligations hereunder
any entity proposed by Tenant as assignee, sublessee, subcontractor, manager or transferee under
Section 11.01 or a transferee under Section 35.01 which has (or with its contractors collectively
have), in the reasonable determination of Owner, (a)the financial strength and integrity,
(b) experience of the day-to-day team managing airports or other comparable or relevant
businesses and (c) background and reputation to perform such obligations.

Qualifying Terminal Use Agreement — has the meaning set forth in Section 10.01(a).

Radio Communications Facilities — has the meaning set forth in Section 19.03.
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Rehabilitation Project — has the meaning set forth in Section 9.01(a).

Rent — has the meaning set forth in Section 5.02. Rent includes Fixed Rent and Variable
Rent, as defined in Section 5.01, and Additional Rent.

Rental Car Revenue Share — has the meaning set forth in Section 18.06(a).

Request for Mediation — has the meaning set forth in Section 40.01.

Revenue Sharing Rate — has the meaning set forth in Section 18.06(a).

Security Deposit — has the meaning set forth in Section 5.07(a).

Shuttle Bus Service — means the rental car shuttle bus service providing transportation
between the South Terminal and the North Terminal/CONRAC facility.

Site Development Correction Documents — shall mean the overall site plan with all
proposed changes to improvements made on the Premises to be prepared or assembled by the
Tenant.

SMBR - has the meaning set forth in Section 14.03.

South Terminal — means the South Terminal of the Airport, including all existing fixtures
and equipment therein; facilities for ground transportation staging; motor vehicle parking;; in-
terminal food and beverages, retail, news and gift concessions; advertising; passenger services;
storage; ground handling; and office, passenger, air carrier, user or ground handling
accommodations.

South Terminal Marketing Program — has the meaning set forth in Section 13.02.

SPCC Plan - has the meaning set forth in Section 21.10.

Specified Event — shall mean (a) any transfer of Owner’s rights and obligations under this
Lease to any person or entity other than to a Public Owner in accordance with Section 35.02;
(b) construction by any person or entity other than Tenant of a stand-alone Limited Services
Terminal at the Airport; and (c) in the case of each of sub-clause (a) and (b) above), any action
by the City Council of Austin, or any letter of intent, memorandum of understanding, solicitation
for proposals or other written commitment by Owner to negotiate, implement or authorize any
such transfer or construction.

SSI - has the meaning set forth in Section 38.02.
STS - has the meaning set forth in Section 19.05.

Substantial Completion — shall mean the stage in the progress of the construction of the
Rehabilitation Project when the work is sufficiently complete so that Tenant can occupy or use
the South Terminal and its Premises for its Authorized Use. Substantial Completion shall
include, without limitation, all required permit sign-offs, regulatory inspections and structural
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components completed, equipment and systems installed and functional and all interior and
exterior wall, ceiling and floor finish materials installed excluding only the completion of the
Punch-List Items. In no event shall Substantial Completion be later than two hundred seventy
(270) days after the Airport’s Notice to Proceed.

Survey — has the meaning set forth in Section 9.10.
SWPPP — has the meaning set forth in Section 21.02.
Taxes — has the meaning set forth in Section 6.01.
Tenant — has the meaning set forth in the Preamble.

Tenant Annual Report — has the meaning set forth in Section 5.11.

Tenant Apron — means the aircraft parking and maneuvering areas adjacent to the South
Terminal included in Tenant’s Premises as designated in Exhibit A.

Tenant Default — has the meaning set forth in Section 28.01.

Tenant Environmental Parties — shall mean Tenant and Tenant’s directors, officers,
agents, employees, contractors, subtenants, customers, invitees, , its and their Affiliates, and its
and their successors and assigns, but shall specifically exclude any Owner Environmental Party.

Tenant’s Airport Operational Manual — has the meaning set forth in Section 10.02.

Tenant’s Interest — means all Tenant’s right, title and interest in, to, under or derived from
this Lease, including the rights of Tenant under Article 2 and Article 15, and the Trade Fixtures.

Tenant Monthly Reports — has the meaning set forth in Section 5.10(b).

Term — has the meaning set forth in Section 3.01(b).

Terminal Use Agreements — means the Terminal Use and Lease Agreements between
Tenant and Airlines for the use of, or use of space in, the South Terminal.

TPDES - has the meaning set forth in Section 21.05.

Trade Fixtures — All furniture, equipment, fixtures, and furnishings installed or
constructed by Tenant, at its expense, on the Premises, including baggage handling systems,
ticket and check-in counters, signs, seating, display cabinets, communications equipment, special
lighting fixtures and all other equipment, furniture, furnishings and supplies that can be removed
from the Premises without material damage to the Premises, specifically excluding Owner’s
Shared Use Passenger Processing System equipment, hardware, software, and supplies.

TSA - the United States Transportation Security Administration or successor agency that
regulates airport or aviation security.

Variable Rent — has the meaning assigned to such term in Section 5.02(b).
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1.02 Interpretations. In this Lease and any certificate or other document
delivered pursuant hereto, unless otherwise expressly provided herein or therein or unless the
context requires another meaning, the following rules of interpretation shall apply:

@ Headings and underlinings are for convenience only and do not affect the
interpretation of an agreement.

(b) Words importing the singular include the plural and vice versa and the
masculine, feminine or neuter gender shall include all genders. The word “or” is not exclusive.

(© The words “hereof,” “herein,” and “hereunder” and words of similar
import when used in any agreement shall refer to such agreement as a whole and not to any
particular provision of such agreement.

(d) Any reference to an agreement shall include a reference to each exhibit,
annex, schedule and other attachment thereto.

(e) Any reference in an agreement to a Section, Clause, subsection, sub-
clause, paragraph, Party, Exhibit, Annex or Schedule is a reference to that Section, Clause,
subsection, sub-clause or paragraph of, or that Party, Exhibit, Annex or Schedule to, such
agreement unless otherwise specified.

()] Any reference to an agreement or document is to such agreement or
document as amended, varied, supplemented, replaced, novated or modified from time to time in
accordance with the terms of such agreement or document.

(9) Any reference to any Applicable Law shall be construed so as to include
such Applicable Laws as amended, modified, extended, reenacted, redesignated or replaced from
time to time.

(h) A reference to a person or entity includes that person’s or entity’s
successors and permitted assigns.

() The term “including” shall mean “including without limitation” and any
list of examples following such term shall in no way restrict or limit the generality of the word or
provision in respect of which such examples are provided.

) Accounting terms shall have the respective meanings given to them under
GAAP, or if specific to Owner, under GASB.

(k) References to “days” shall mean calendar days and to “business days”
shall mean any day except a Saturday, Sunday or other day on which commercial banks in New
York, New York or Austin, Texas are authorized or required by law to close. Any action
required to be taken on or by a day that is not a business day may be taken on or by the next
succeeding business day. References to a time of day or business day shall mean such time in
Austin, Texas.

10
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M This Lease is the result of negotiations among, and has been reviewed by
each Party and its respective counsel. Accordingly, this Lease shall be deemed to be the product
of both Parties, and no ambiguity shall be construed in favor of or against either Party.

(m)  References to any condition or any representation by any Party being to
the (i) best knowledge of such Party shall be deemed to be to the best knowledge of such Party
after due inquiry, and (ii) knowledge of such Party shall be deemed to be to the actual knowledge
of such Party.

ARTICLE 2
GRANT OF LEASE

2.01  Premises. Owner hereby leases and demises to Tenant, and Tenant hereby
leases and takes from Owner, the Premises; TO HAVE AND TO HOLD the Premises,
together with all and singular the rights, privileges, and appurtenances thereto attaching or
in anywise belonging, unto Tenant, its successors and permitted assigns, for the Term, and
subject to and in accordance with (a) the covenants, agreements, terms, provisions and
limitations of this Lease; (b) all rights, restrictions, encumbrances and matters of record,;
and (c) the present or future right of Owner to construct, install, establish, maintain, use,
operate, renew, and connect with any existing public utility facilities, franchised public
utilities, roadways, sidewalks, streets, or other public improvements on, under, above, or
adjacent to the Premises. For avoidance of doubt, this Lease shall include and cover all
existing fixtures and equipment at the South Terminal and its adjacent airside and landside
facilities on the Premises, including, but not limited to holdroom seating currently in
storage in the South Terminal, baggage belt systems, baggage handling systems,
mechanical, HVAC and plumbing, fire alarm and protection, security equipment, and spill
containment controls, located at the South Terminal as of the Effective Date.

2.02  Existing Condition. Except as provided in Article 20 or Article 21 or as
otherwise expressly provided herein, Tenant shall take the Premises AS IS, WITH ALL
FAULTS, and Tenant acknowledges that Owner has not made any representations,
warranties, covenants or agreements, express or implied, regarding (a) the value, nature,
quality or condition of the Premises, (b) the income to be derived from the Premises, (c) the
suitability of the Premises for any activity or use which Tenant may conduct thereon,
(d) the compliance of the Premises with any Applicable Laws, or (e) the habitability,
marketability or fitness for a particular purpose of the Premises. Tenant further
acknowledges and agrees that any information which Owner procures from a third party
and provides to Tenant with respect to the Premises may be delivered without any
independent investigation or verification of such information by Owner, and Owner makes
no representations as to the accuracy or completeness of such information.

2.03  Quiet Enjoyment. Owner covenants that Tenant, upon paying the Rent
and performing and observing the covenants and agreements herein required to be paid,
performed or observed by it, may peaceably and quietly have, hold, occupy, use and enjoy
the Premises during the Term, and may exercise all of its rights hereunder, without ejection
or interference by Owner or any person or entity claiming by, through or under Owner,
subject to the provisions of this Lease and Applicable Law. Notwithstanding the foregoing,

11
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Tenant hereby grants to Owner the non-exclusive right of vehicular and pedestrian access
across any roadways constructed on the Premises, which access shall not, at any time,
materially and adversely impair or interfere with Tenant’s use and enjoyment of the
Premises.

ARTICLE 3
TERM

3.01 Term.
@ This Lease shall be and remain in effect for the Initial Term, subject to the

Parties’ rights of termination as specified in this Lease and extension under Section 3.01(b)
below.

(b) Tenant shall have the option to extend the Term for up to two (2)
additional terms of five (5) years each (each, an “Extension Term”, and the Initial Term, together
with any Extension Term, being herein called the “Term”) commencing at the expiration of the
Initial Term or the first Extension Term, as applicable, upon the reasonable consent of Owner,
provided (i) no Tenant Default has occurred and is then continuing under this Lease, (ii) Tenant
provides Owner with notice (an “Extension Notice”) of such extension on or before one hundred
eighty (180) days prior to the expiration of the Initial Term or the first Extension Term, as
applicable; (iii) more than 400,000 Enplaned Passengers (or such increased number of Enplaned
Passengers as mutually agreed to by the Parties if Tenant operates additional gates as a result of
Expansion) have passed through the South Terminal in the twelve (12) month period
immediately preceding the delivery of the applicable Extension Notice; (iv) Tenant has operated
as a Qualified Entity for the five (5) year period immediately preceding the delivery of the
applicable Extension Notice; and (v) Tenant has received satisfactory scores under applicable
customer service surveys, with such surveys to be reasonably mutually agreed to by the Parties,
for the three (3) year period immediately preceding the delivery of the applicable Extension
Notice. Notwithstanding the foregoing, in the event that an Owner Default has not been cured at
the time required for delivery of an Extension Notice, Tenant may provide notice of such to
Owner and the Term shall automatically be extended until such time as such Owner Default is
cured. In such event, Tenant shall have an additional thirty (30) days after the cure of the Owner
Default to provide an Extension Notice; provided that, any extension will not cause the overall
Term of this Lease to exceed forty (40) years.

3.02 Early Termination. Owner shall submit this Lease to the FAA for review
within ten (10) business days after the Effective Date. Owner shall promptly deliver to Tenant
written notice of any written response by the FAA resulting from its review of this Lease.
Within thirty (30) days after the date Tenant receives notice of FAA’s response to Owner’s
submission of this Lease to the FAA, either Owner or Tenant may elect in its sole discretion to
terminate this Lease pursuant to a written notice delivered to the other Party in the event that, as
a result of the review of this Lease by the FAA, such Party will be materially and adversely
affected by any amendments to this Lease that are required pursuant to Section 26.01 or
Section 26.07 hereof.
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3.03 Transfer of Rights. Upon termination or expiration of this Lease, Tenant
shall transfer all right, title and interest in and to the Premises, to Owner without additional
payment or cost; provided, however, that at all times during the Term, Tenant will retain all
right, title and interest in and to any Trade Fixtures and Tenant shall be entitled (but not required)
to remove and dispose of such Trade Fixtures, subject to Owner’s rights under Section 28.02(f).
If Tenant has failed to remove such Trade Fixtures from the Premises within sixty (60) days after
termination or expiration of this Lease, such Trade Fixtures shall be conclusively presumed to
have been abandoned by Tenant.

ARTICLE 4
USE OF PREMISES

4,01 Authorized Use. The Premises shall be used for the rehabilitation,
operation, and maintenance of the South Terminal as a stand-alone Limited Services Terminal to
accommodate Air Transportation (an “Authorized Use”). It is the intent of both Owner and
Tenant that the South Terminal be rehabilitated, operated, and maintained as a Limited Services
Terminal. Tenant may not change the character of the South Terminal as a Limited Services
Terminal without the prior written consent of Owner.

4.02 Prohibited Uses. Tenant shall not use or occupy, permit the Premises to
be used or occupied, or do or permit anything to be done in or on the Premises in a manner
which (a) is not an Authorized Use, (b) would constitute a public or private nuisance, (c) would
violate Airport rules or regulations or (d) would violate any Applicable Laws.

4.03 Permits and Licenses. Tenant, at Tenant’s expense, shall obtain and
maintain in force and effect all Governmental Approvals, to the extent required for the
reactivation and operation of the South Terminal. Owner will make commercially reasonable
efforts to assist and support Tenant in securing the necessary Governmental Approvals for such
reactivation and operation, but nothing herein shall be construed to require Owner to waive,
release or modify any of its site development ordinances, rules or regulations, or requirements in
connection with the granting of any such Governmental Approvals.

ARTICLE S
RENT, REPORTS, AND AUDIT

5.01 Gross Revenue.

@) “Gross Revenue” shall mean the total amount actually charged to all
customers by Tenant arising from its operation of the Premises, including Owner’s cash
payments to Tenant under Section 18.06 (Rental Car Revenue Sharing), whether for cash, credit
or exchange, regardless of when collected. It shall include all transactions, regardless of place or
time of actual payment. For the avoidance of doubt, Gross Revenues will not be deemed to have
been earned by Tenant until such time that Tenant is entitled to collect such revenues from the
applicable counterparty under an installment sales contract.

(b) There shall be no reduction allowed from Gross Revenue for bad debts,
personal property, or other ad valorem taxes, loss from theft, or any deduction except as
expressly stated below. The following, to the extent properly documented and recorded, are the

13



Case 1:22-cv-00770-RP Document 38-1 Filed 10/12/22 Page 24 of 98

only amounts that Tenant may exclude or deduct, as the case may be, from the computation of
Gross Revenue:

Q) Federal, state, and local excise, sales and use taxes that are remitted to the
taxing authorities by Tenant that have been either (A) passed through to and directly collected
from the customer, or (B) remitted by the customer to, and collected by Tenant from, any of the
Airlines, concessionaires or other users of the Premises;

(i) the amount of any refunds or adjustments (either cash or credit) granted by
Tenant to any such Airlines, concessionaires, or users of the Premises because of returned or
defective goods or dissatisfactory service; and

(iii) incentives permitted under the South Terminal Marketing Program.

(c) Tenant shall keep and maintain full and adequate documentation to
support all claimed exclusions and deductions from Gross Revenue. Failure to adequately
document any exclusion or deduction to the reasonable satisfaction of Owner shall result in
denial of the exclusion or deduction.

(d) Tenant may conduct all or part of its business on a credit basis, provided
that the risk of collection shall be borne solely by Tenant. Tenant shall pay Variable Rent on
such credit transactions, and report all sales, charges and receipts, both cash and credit, in its
monthly statement to City.

5.02 Rent. Tenant shall pay Owner rent (“Rent”) for the Premises and the
South Terminal, which will be calculated on an annual basis, as follows:

@) From the Effective Date through the date immediately preceding the
Commencement of Operations Date, the amount of EIGHTY THOUSAND AND NO/100
Dollars ($80,000.00) per Lease Year, pro-rated for any partial Lease Years; and

(b) From and after the Commencement of Operations Date through the early
termination or expiration of the Term, the greater of (i) THREE HUNDRED THOUSAND AND
NO/100 DOLLARS ($300,000.00) per Lease Year, pro-rated for any partial Lease Years, and
adjusted effective as of the first day of each Lease Year beginning with the second Lease Year
commencing after the Commencement of Operations Date, based on any percentage increase in
the averaged CPI of the prior 12-month period running from July 1% through June 30" over the
immediately preceding July 1% through June 30™ (the “Fixed Rent”), or (ii) a percentage of
annual Lease Year Gross Revenues, pro-rated for any partial Lease Year, based on the actual
Enplaned Passengers for the applicable Lease Year in accordance with the following schedule
(the “Variable Rent”):

I. 0 to 399,999 Enplaned Passengers, 0% of Gross Revenue;
i. 400,000 to 699,999 Enplaned Passengers, 5% of Gross Revenue;

iii. 700,000 to 999,999 Enplaned Passengers, 10% of Gross Revenue;
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Iv. 1,000,000 to 1,299,999 Enplaned Passengers, 15% of Gross Revenue; and
V. more than 1,299,999 Enplaned Passengers, 20% of Gross Revenue.

For the avoidance of doubt, for purposes of calculating Rent for the Lease Year in which the
Commencement of Operations Date occurs, there will be deemed to be two partial Lease Years
for which the Rent, as determined pursuant to Section 5.02(a) and Section 5.02(b), will be
prorated. In the event Tenant operates additional gates as a result of an Expansion or a New
Facility, both Parties shall work together in good faith to modify the Rent calculation on
mutually agreeable terms.

5.03 Payment of Pre-Commencement of Operations Date Rent. Commencing
on the Effective Date, and prior to the Commencement of Operations Date, Tenant shall pay to
Owner on the first of each month, without notice, and free from any and all claims, deductions or
set-offs against Owner except as expressly provided for in Section 29.02 with adequate
documentation to support any claim, deduction, or set-off, an amount equal to the Rent payable
under Section 5.02(a) multiplied by one-twelfth (pro-rated for any partial month).

5.04 Payment of Post-Commencement of Operations Date Rent.

@ Commencing on the Commencement of Operations Date and throughout
the remaining Term, Tenant shall pay to Owner on the first of each month, without notice and
free from any and all claims, deductions or set-offs against Owner except as expressly provided
for in Section 29.02 with adequate documentation to support any claim, deduction, or set-off, an
amount equal to the Fixed Rent multiplied by one-twelfth (pro-rated for any partial month).

(b) If the Variable Rent reflected in the Tenant Annual Report provided in
accordance with Section 5.11 exceeds the total amount of Fixed Rent paid by Tenant with
respect to the applicable Lease Year, Tenant shall pay Owner the amount by which such Variable
Rent exceeds the Fixed Rent previously paid by Tenant for such Lease Year, within thirty (30)
days after the delivery of the Tenant Annual Report, free from any and all claims, deductions or
set-offs against Owner except as expressly provided for in Section 29.02 with adequate
documentation to support any claim, deduction, or set-off.

5.05 Rent Payment Delivery. Unless otherwise directed, in writing, by Owner,
Tenant shall remit any payment of Rent and any other payment obligations of Tenant to Owner,
through an Automated Clearing House (ACH) electronic transfer of funds.

5.06 Late Payment Penalty. If any payment required hereunder by Tenant
under this Article 5 is not made within thirty (30) days after such payment is due, Tenant shall
pay interest at the Contract Rate on the amount outstanding from the payment due date until paid
in full.

5.07 Security Deposit.

@ Upon execution of this lease, Tenant shall deposit with Owner the sum of
TWENTY THOUSAND DOLLARS ($20,000.00), being three months total Pre-Commencement
rent due and payable by Tenant. Prior to Post-Commencement, Tenant shall deposit with Owner
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an incremental FIFTY-FIVE THOUSAND DOLLARS ($55,000.00) for a total security deposit
amount of $75,000.00, being three months of total Post-Commencement rent due and payable by
Tenant for under this Agreement, to be held by Owner as security for Tenant’s full, faithful, and
timely performance of its obligations under this Lease (the “*Security Deposit”). The Security
Deposit shall be in the form of cash, certified check, or letter of credit. The letter of credit must
be in a form, and drawn on a bank, reasonably acceptable to City, and must remain in effect
throughout the term of this Lease and for a period of ninety (90) days thereafter. If a letter of
credit expires in accordance with its terms prior to such time, Tenant must provide a replacement
letter of credit to Owner at least thirty (30) days before its expiration date. The Security Deposit
shall not be considered an advance payment of Rent or a measure of damages in the event of
default by Tenant. Owner shall not be required to pay interest to Tenant on the Security Deposit,
or to keep the Security Deposit in a separate fund apart from other Owner funds.

(b) As the Rent adjusts during the Term, Owner shall periodically review the
adequacy of the Security Deposit, and may, by written notice to Tenant, reasonably adjust the
required amount of the Security Deposit. Such notice shall include a calculation of the revised
Security Deposit, which shall not exceed three times the average monthly Rent for the
immediately preceding completed Lease Year. Tenant shall within twenty (20) business days of
receipt of such written notice from Owner increasing the Security Deposit, deposit the additional
amount with Owner by cash, certified check or supplemental letter of credit.

(©) Owner shall have the right, but not the obligation, to apply all or any part
of the Security Deposit to cure any Tenant Default, including, but not limited to, (i) any
arrearages of Rent, fees or charges, or (ii) any other amounts due to Owner from Tenant under
this Lease. In such event, Tenant must deposit with Owner an amount equal to the amount so
applied by Owner within twenty (20) business days of written notice from Owner of the nature
and amount of the application.

(d) Owner shall return the Security Deposit to Tenant, less any amounts
applied by Owner under clause (c) above, within sixty (60) days after the later of the end of the
Term or the date on which Tenant surrenders possession of the Premises to Owner.

5.08 Disputes. If either Party disputes the amount or calculation of any
payment obligation of such Party under this Lease, including under this Article 5 and under
Section 18.06, such Party shall pay the other Party the undisputed amount, together with a
written notice of protest. Such notice of protest shall state the amount in dispute and describe in
detail the basis of the dispute. If the Parties are unable to resolve the dispute at a staff level, the
matter shall be resolved pursuant to Article 40. The Party found to owe an amount to the other
Party shall promptly pay such other Party the amount determined to be owed.

5.09 No Abatement. Except as may otherwise be expressly provided in this
Lease, no event or situation during the Term, whether foreseen or unforeseen, and however
extraordinary, shall relieve a Party from its obligations hereunder or entitle a Party to an
abatement or offset, and each Party waives any rights now or hereafter available at law or in
equity to any abatement, diminution, reduction, offset or suspension for any reason.
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5.10 Tenant Monthly Reports.

@ Commencing with the month in which the Commencement of Operations
Date occurs, no later than twenty (20) days after the end of each month during the Term, Tenant
shall submit to Owner a reasonably detailed statement reflecting (i) the number of Enplaned
Passengers and (ii) the number of Deplaned Passengers, for the applicable month and for the
Lease Year to date; and

(b) Commencing with the month in which the Commencement of Operations
Date occurs, no later than thirty (30) days after the end of each month during the Term, Tenant
shall submit to Owner a reasonably detailed statement reflecting the Gross Revenues for the
applicable month and for the Lease Year to date (collectively, the “Tenant Monthly Reports™).
The Tenant Monthly Reports shall be prepared on a consistent basis and shall be certified by a
responsible financial officer of Tenant. The Parties acknowledge that the Tenant Monthly
Reports and Gross Revenue calculations are subject to year-end adjustments and true-ups based
on annual reports provided to Tenant (i) by Owner with respect to Rental Car Revenue Share and
(i) Airlines regarding Enplaned Passengers and Deplaned Passengers.

5.11 Tenant Annual Report. Within one hundred fifty (150) days after the
close of each Lease Year, Tenant shall furnish Owner a reasonably detailed statement (the
“Tenant Annual Report”) reflecting (a) the Gross Revenues, (b) the number of Enplaned
Passengers, (c) the number of Deplaned Passengers and (d) Variable Rent due for the Lease
Year. The Tenant Annual Report shall be prepared in accordance with GAAP and certified by a
responsible financial officer of Tenant.

5.12 Tenant Audit Report. Within one hundred twenty (120) days after the
close of each Lease Year, Tenant shall furnish to Owner an audited annual accounting statement
of Gross Revenues and the calculation of Variable Rent due for the Lease Year, prepared by an
independent Certified Public Accountant, in accordance with GAAP. The audit will express an
opinion as to whether the reported Gross Revenues and Variable Rent due for the applicable
Lease Year have been accurately calculated in accordance with the terms of this Lease.

5.13 Late Report Penalty. If Tenant fails to timely submit any report or audit
required under Sections 5.10, 5.11, or 5.12, Tenant shall pay Owner the following as liquidated
damages. For purposes of assessing damages under Sections 5.10, 5.11, or 5.12, a report shall be
deemed late if it is not received by Owner within ten (10) days after the due date specified above.

@ Each late Tenant Monthly Report: $100
(b) Each late Tenant Annual Report: $500
() Each late Tenant Audit Report: $500

5.14 Internal Control Structure. Tenant shall maintain an internal control
structure designed to provide reasonable assurance that South Terminal assets are safeguarded
from loss or unauthorized use, transactions are executed in accordance with Tenant’s authority,
and financial records are reliable for the purposes of preparing the reports required under this
Article 5. The internal control structure shall be supported by the selection, training and
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development of qualified personnel, by an appropriate segregation of duties, and by the
dissemination of written policies and procedures.

5.15 Records Retention. Tenant shall maintain full and accurate records,
accounts, books, and data with respect to business done by it hereunder which shall show
all of the Gross Revenue, in sufficient detail to readily permit verification of Gross
Revenues by Owner. Such records shall include all books, records and documents
generated or maintained by Tenant concerning or relating to Tenant’s operations under this
Lease, the collection of and calculation of Gross Revenue and the Rent or other rents, fees
or charges payable under this Lease, such as general ledgers, sales journals, daily sales
reports, detailed daily reports, cash register tapes, trial balances, sales tax reports,
subsidiary ledgers, daily journals, original and closed rental agreements, corporate chart of
accounts, and lists of all rental locations on the Airport, as applicable. Tenant shall retain
all such records, accounts, books, ledgers, journals, business reports, rental agreements, and
all other pertinent data and supporting documentation (“books and records”) for the longer
of three (3) years after the end of the Lease Year to which they pertain or until completion
of all pending audits or litigation between the Parties.

5.16 Audit. Upon written notice at any time or times during the Term within
three (3) years after the end of any Lease Year, Owner may inspect, reproduce and audit the
books and records of Tenant relating to its operations at the Airport. If, as a result of such
inspection and audit, it is established that additional Rent is due to Owner, Tenant shall, upon
written notice by Owner, pay such additional Rent, plus interest, calculated at the Contract Rate,
within ten (10) days of written notice. If, on the other hand, such audit determines that Tenant
has overpaid Rent due Owner, Owner shall refund to Tenant the amount of such overpayment. If
the results of such audit reveal an underpayment of more than five percent (5%) of Gross
Revenue as reported by Tenant, the cost of the audit shall be paid by Tenant to Owner as
Additional Rent within thirty (30) days from invoice date. Tenant shall cooperate fully with any
audit or examination initiated by Owner, and shall produce all books and records requested for
audit to a designated location at the Airport, or in Austin, Texas, within thirty (30) days of the
date of written request. To facilitate the inspection of Tenant’s books and records, documents
provided for audit shall be made available in an electronically downloadable format acceptable
to Owner whenever possible. When electronic files do not exist, legible printed copies of books
and records must be provided. Owner’s rights and Tenant’s obligations under this Section shall
survive the expiration or earlier termination of this Lease.

5.17 Confidentiality. Owner’s obligations with respect to information provided
by Tenant under this Article 5 include the confidentiality covenants under Article 38.

5.18 Certain Notices. Notice is hereby given Tenant of Article VIII, Section 1
of the Austin City Charter which prohibits the payment of any money to any person, firm or
corporation who is in arrears to the City for taxes, and of §2-8-3 of the Austin City Code of
1992, as amended, concerning the right of the City to offset indebtedness owed the City.
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ARTICLE 6
TAXES AND LIENS

6.01 Payment of Taxes and Assessments. Tenant shall pay, or in good faith
contest, on or before their respective due dates, to the appropriate collecting authority, all federal,
state and local taxes, charges and fees (“Taxes”), which are now or may hereafter be levied upon
the Premises, personal property of Tenant, or upon the business activities of Tenant on the
Premises, except to the extent payable by any subtenant under Applicable Law. Tenant shall
give notice to Owner if it plans to contest such Taxes and provide to Owner all related
documentation and information reasonably requested by Owner. If the nonpayment of any such
Taxes may result in a lien on the Premises, the Airport or personal property of Owner, Tenant
shall timely pay or take such action as provided under Applicable Law to avoid or release any
lien that may otherwise attach due to contesting the same. If Tenant contests such Taxes, Owner
may require Tenant to establish and sufficiently fund an escrow account or bond to cover
payment of such Taxes, if determined to be due and owing, and Tenant shall diligently pursue
any such contest to conclusion. For the avoidance of doubt, any payment of any Taxes assessed
by Owner, that Tenant is contesting, shall not be deemed a waiver of any right of contest with
respect to such Taxes or any waiver of an Owner Default related to such Taxes.

6.02 Liens. Tenant agrees not to directly or indirectly create, permit or suffer
any lien to be imposed upon the Premises or any part thereof as a result of Tenant’s activities and
operations on the Premises other than a Permitted Lien. In the event any lien is created by or
permitted by Tenant in violation of this Section 6.02, Tenant shall immediately: (a) give notice to
Owner of such lien and provide to Owner all related documentation and information reasonably
requested by Owner; (b) discharge such lien of record, by payment, bond or as otherwise allowed
by Applicable Law; and (c) provide to Owner a copy of the recorded release or discharge of such
lien and all related documentation and information reasonably requested by Owner. TENANT
SHALL ALSO DEFEND (WITH COUNSEL APPROVED (CONSENT NOT TO BE
UNREASONABLY WITHHELD) BY OWNER), FULLY INDEMNIFY AND HOLD
ENTIRELY FREE AND HARMLESS OWNER FROM ANY ACTION, SUIT OR
PROCEEDING THAT MAY BE BROUGHT ON OR FOR THE ENFORCEMENT OF ANY
SUCH LIEN.

ARTICLE 7
NET LEASE

7.01 Net Lease. Except as expressly set forth in this Lease, Owner shall not be
required hereunder to make any expenditure, incur any obligation, cost, expense or liability of
any kind in connection with this Lease or the financing, ownership, construction, maintenance,
operation or repair of the Premises, it being intended that this Lease be a completely net lease
which assures Owner the Rent herein reserved on an absolute net basis.

ARTICLE 8
UTILITIES

8.01 Utilities. Tenant shall pay or cause to be paid all fees and charges for all
utility services to the Premises, including, gas, electricity, light, heat, water, wastewater (other
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than fees and charges for collection and disposal of de-icing run-off), cable television, telephone
and other communication services, and drainage and transportation fees. Owner, at Owner’s
expense, shall maintain all utility lines (e.g., water, wastewater, electricity, communications and
natural gas) within the utility corridors on Airport property. Tenant, at Tenant’s expense, shall
extend utility lines, as applicable, (e.g., water, wastewater, electricity, communications and
natural gas) from the Airport’s utility corridors as necessary to support the Premises. Tenant
shall establish separate utility accounts for the Premises and the South Terminal in Tenant’s
name. Ultilities for portions of the Premises subleased to an authorized subtenant may be
separately metered and established in the names of the respective subtenant, if and to the extent
permitted by Applicable Laws and utility regulations.

ARTICLE 9
CONSTRUCTION

9.01 Conditions to Commencement of the Rehabilitation Project.

@ Promptly after the Effective Date, Tenant will commence the
rehabilitation of the South Terminal as described in Exhibit B attached hereto (the
“Rehabilitation Project”), provided that (A) the obligations of Tenant to commence and complete
the Rehabilitation Project and to reactivate the South Terminal are subject to the following terms
and conditions:

Q) no Specified Event having occurred,

(i) any necessary plan for remediation of Hazardous Materials or other
Environmental Conditions having been agreed upon in accordance with Article 20; and

(iii) Tenant having received Airport’s Notice to Proceed as contemplated under
Section 9.04;

and (B) the right of Tenant to commence and complete the Rehabilitation Project and to
reactivate the South Terminal are subject to Tenant’s compliance with Sections 9.01 through
9.04 with respect to the Rehabilitation Project.

(b) If on or prior to May 15, 2016, any of such conditions described in (i)
Section 9.01(a)(A) have not been satisfied, or waived by Tenant, Tenant shall have the right, or
(i) Section 9.01(a)(B) have not been satisfied, or waived by Owner, Owner shall have the right,
to terminate this Lease, without penalty, by notice to the non-terminating Party (such termination
to take effect on the date specified by the terminating Party in such notice, which date shall be
not earlier than thirty (30) days after the date of such notice and not later than ninety (90) days
after the date of such notice), unless the terminating Party has taken any willful act or omission
to cause such condition to not be satisfied, in which case such Party shall have no such right of
termination under this Section 9.01(b), and provided that nothing herein shall relieve any Party
hereto from liability for willful acts or omissions, the purpose of which is to avoid honoring any
of its commitments and obligations under this Lease.

9.02 Demolition. All demolition of existing improvements within the South
Terminal required for the Rehabilitation Project and reactivation of the South Terminal,
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excluding demolition of any non-structural improvements, shall be subject to the prior approval
of Owner in accordance with this Article 9 and shall be undertaken by Tenant at Tenant’s sole
cost and expense; provided, however, that notwithstanding the foregoing, if any preexisting
Hazardous Materials must be investigated, excluding building components containing Hazardous
Materials, remediated, disposed of and/or otherwise addressed as a result of any such demolition,
such investigation, remediation, disposal or other activity shall be the responsibility of Owner, in
accordance with Article 20 and Article 21 hereof, and all of such activities shall be undertaken
pursuant to a separate agreement between Owner and Tenant.

9.03 Improvements. Any improvement, construction, alteration, import of
material, export of material or any other alteration or addition to the Premises as described in this
Lease shall be completed in accordance with the provisions of: (a) this Lease, (b) Applicable
Law, (c) Design Review Procedures (as defined below), (d) the City codes and standards and (e)
City building permit requirements. Tenant may not construct or install any new improvements
or infrastructure on the Premises, or materially modify or demolish any improvements or
infrastructure on the Premises, without the prior written consent of the Director and, to the extent
required, in accordance with the applicable provisions of the Airport Policies and Procedures for
Design Review attached hereto as Exhibit C, as such policies and procedures may be amended
from time to time (the “Design Review Procedures”), to the extent such policies and procedures
are not in conflict with the express provisions of this Lease, any such improvements being
referenced to herein as “Covered Improvements”; provided, however, that the Rehabilitation
Project shall be completed in accordance with the Airport Policies and Procedures for Design
Review in effect as of the date hereof and attached hereto as Exhibit C.

9.04 Design and Construction Review. To obtain the consent of the Director to
proceed with construction, modification or demolition of any Covered Improvements, including
the Rehabilitation Project (“Notice to Proceed”), Tenant shall submit to Owner the following:

@ one (1) complete copy of all work product for the design and construction
of the South Terminal in electronic file formats (9CD-R) and prepared with computer-aided
design and drawing technology utilizing the Airport’s current CADD standards;

(b) at least three (3) sets of full-size printed drawings, plans and specifications
(in hard copies and electronic format specified by Owner), which may be submitted in stages
depending on the stages or phases of construction and which provide, in sufficient detail for
Owner to evaluate the Covered Improvement and its scope, including, as applicable;

(©) a site plan showing, with horizontal dimensions and elevations, proposed
work to be performed and improvements to be constructed on the Premises, including the
location of all proposed utility lines and connections, drainage, vehicle parking, landscaping,
paths, drainage, roads and easements;

d) architectural drawings sufficiently complete for construction, showing
front and side elevation views, floor plans for each floor, if applicable, and dimensions of any
proposed structure and the materials, including colors and exterior finishes, to be used, finished
floor elevation data for each level and maximum elevation (height) of the South Terminal;
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(e a survey of the Premises, incorporating any boundary changes previously
approved by Owner;

()] a copy of the schedule for the completion of the construction of the
Premises and a schedule of values composing the fixed price for the construction;

(9) documentation showing that the plans and specifications for the scope of
work to be undertaken have received any approvals required by Governmental Authorities
having jurisdiction over the proposed Covered Improvement, including but not limited to the
City, TSA and FAA,

(h) certificates of insurance, in a form and for coverage amounts and with
deductibles or self-insured retention amounts reasonably satisfactory to Owner, evidencing
Tenant’s construction contractor’s “all risk” type Builder’s Risk insurance coverage,
Commercial General Liability Insurance coverage, Business Automobile Liability Insurance
Coverage, and Workers’ Compensation Insurance Coverage, as specified on Exhibit E. Tenant’s
contractor’s insurance policies must be endorsed to name Owner as an additional insured, waive
subrogation against Owner and provide Owner not less than thirty (30) days’ prior written notice
of cancellation;

() valid performance bonds and payment bonds without expense to Owner.
Such bonds shall be maintained and kept in full force and effect until all work required to
construct, install, modify or demolish (as applicable) the Covered Improvement is complete. The
bonds shall be in a form, and issued by a surety licensed to transact business in the State of
Texas, reasonably acceptable to Owner. The bonds shall be in a penal amount equal to the full
amount of all contract(s) required for the construction, installation, modification or demolition
relating to the Covered Improvement. The performance bond shall be for the protection of
Owner, and ensure the full faithful and timely performance by Tenant or its contractors of the
obligations to construct, install, modify or demolish the Covered Improvement in accordance
with the plans, specifications and contract documents. The payment bond shall guarantee the
prompt payment by Tenant or its contractors to all persons supplying labor, materials, provisions,
supplies and equipment, used directly or indirectly by any contractor, subcontractor(s) and
suppliers in the construction, installation, modification or demolition of the Covered
Improvement, and shall protect Owner from any liability, losses, or damages arising therefrom;
and

() any additional data or documents reasonably requested by City.

The Director will provide the Notice to Proceed within ten (10) business days of receiving the
foregoing in form acceptable to Owner.

9.05 Construction Plans. Tenant shall provide interim construction plans for the
Rehabilitation Project at (a) one hundred percent (100%) Building Permit Documents and (b)
one hundred percent (100%) Site Development Correction Documents, respectively, to allow for
comments by Owner before City issues any applicable permits to Tenant, and thereafter for
approval of any proposed significant change. The Building Permit Documents and the Site
Development Correction Documents may be submitted in stages in advance of the construction
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of various elements of the Rehabilitation Project. Owner agrees to review all plans and
specifications and comment within fourteen (14) days of the delivery so long as Tenant provides
at least three (3) days advance written notice to Owner prior to delivery for review.

9.06 Limitation of Owner Responsibility. The approval by Owner of any
construction design or any other provision does not waive Tenant’s legal responsibility or
liability to comply with all Environmental Laws, Applicable Law and City codes and standards
in accordance with this Agreement, including those concerning the construction and design of
the South Terminal, all of which shall be Tenant’s sole responsibility. In addition, such review
or approval shall not constitute a waiver by Owner of the right thereafter to require Tenant to
correct any failure by Tenant to comply with any Environmental Laws, Applicable Law, or City
codes and standards. It is agreed and understood that the review of plans and specifications by
Owner is only for compliance with this Lease, and not for architectural or engineering design;
and that Owner assumes no liability or responsibility for the design or for any defect in the
design or in any work performed pursuant to such plans and specifications.

9.07 Construction Standards. Construction or modification of any Covered
Improvements shall comply with the following requirements.

€)) Improvements and modifications shall be constructed in a good and
workmanlike manner, utilizing good industry practice for the type of work in question, and in
compliance in all material respects with all Applicable Laws, including applicable building
codes.

(b) Improvements and modifications shall be designed and constructed in
accordance with the applicable provisions of Austin-Bergstrom International Airport Design
Guidelines, other applicable Airport rules and regulations, Federal Aviation Regulations
governing the height and location of structures affecting airspace at the Airport as set forth in 14
CFR Part 77, Chapter 25-13 of the Austin City Code (Airport Hazard and Compatible Use
Zoning Ordinance), and other Applicable Laws.

(c) All plans, drawings and specifications, preliminary and final, shall be
prepared by registered architects or engineers licensed to practice in the State of Texas.

(d) After commencement, Tenant shall prosecute the authorized work with
due diligence to meet Substantial Completion.

(e Owner shall designate a haul route and Tenant shall designate a staging
area for Tenant’s construction project for any Covered Improvements on Tenant’s Premises.
Tenant shall not use, or permit its contractors to use, any area for staging or parking on Airport
property, other than on Tenant’s Premises, without the prior written consent by Owner.

9.08 Owner’s Right of Inspection. During the course of the modification,
construction or demolition necessitated by any Covered Improvements, Owner and its architects,
engineers, agents and employees may enter upon and inspect the Premises for the purpose of
inspecting the work for conformity with the requirements of this Lease and the plans and
specifications approved by Owner, upon not less than two (2) business days prior notice to
Tenant, except in the case of an emergency to public health or safety.
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9.09 Tenant’s Representative. Tenant shall designate an on-site representative
who shall be available through final completion of any Covered Improvements to coordinate all
design and construction activities, and to meet with Owner’s representatives as necessary.
Tenant shall submit written progress reports to the Director at least monthly. The reports shall
describe significant achievements and problems that could affect the construction schedule or
cost. The reports shall be sufficiently detailed to demonstrate compliance with approved plans
and specifications, and this Lease. Tenant shall also furnish (or cause its contractors to furnish)
at Tenant’s expense, qualified safety personnel to be present during any construction activity.

9.10 Construction Contract Close-Out. Within ninety (90) days following
Construction Contract Close-Out of any Covered Improvements, Tenant shall furnish Owner
with (a) a certificate from Tenant’s architect or engineer certifying that the work has been
completed in accordance with the approved plans and specifications; (b) a complete set of
electronic as-built drawings in Owner’s current CADD standards of any Covered Improvements
(“As Built Plans”); (c) to the extent not already provided to Owner by Tenant in accordance with
Section 9.14 , a reasonably detailed itemization ask for the schedule of values of project costs
including copies of invoices (addressed to, received by and directly paid by Tenant) and proof of
payment to establish the verified cost of any Covered Improvements; (d) electronic PDF copies
of all construction agreements, operation and maintenance manuals, and warranties on any
Covered Improvements, including the Rehabilitation Project, and any component part thereof;
(e) a list of all maintenance contractors and contracts for any Covered Improvements, or any part
thereof; (f) a survey and metes and bounds description of the Premises by a professional land
surveyor registered in the State of Texas using the then current professional survey standards as
established by the Texas Society of Professional Surveyors (“Survey”); and (g) a copy of the
certificate of occupancy for the Covered Improvements issued by the applicable Governmental
Authority. If Tenant does not provide any applicable As-Built Plans and Survey within the
designated period, Tenant shall pay Owner liquidated damages in the amount of Fifty Thousand
Dollars ($50,000.00) to cover Owner’s cost of obtaining the same. Tenant covenants that Owner
may use all plans and specifications submitted by Tenant pursuant to this Lease without payment
to Tenant or any other person, for purposes relevant to and consistent with this Lease.

9.11 Amendment of Lease. After Owner’s approval of the final as-built survey
plat and metes and bounds description delivered to City in accordance with Section 9.10, Tenant
and Owner shall execute an amendment to this Lease to identify the Premises.

9.12 Ownership. All improvements or modifications Premises resulting from
any Covered Improvements, excluding Trade Fixtures related thereto, shall become the property
of Owner at the end of the Term, whether by expiration, termination or otherwise, free from any
liens or claims whatsoever created by Tenant, without any compensation from Owner to Tenant
or to any other person or entity (except as otherwise expressly provided herein).

9.13 No Liens. Tenant shall be solely responsible for payment to all
contractors and workers for all elements of construction, modification or demolition of any
Covered Improvements, and shall keep the Premises and the South Terminal free and clear of all
liens, other than Permitted Liens, resulting from any such work thereon, or the furnishing of
labor or materials, by or on behalf of Tenant. Tenant shall obtain and deliver to Landlord,
promptly upon the completion of any work performed at the Premises, written and unconditional
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waivers of mechanic’s liens upon the Premises and Covered Improvements for all work, labor, and
services performed and materials furnished in connection with such work, signed by all
contractors, subcontractors, material men, and laborers involved in such work. Notwithstanding
the foregoing, any mechanic’s lien filed against the Premises or the Covered Improvements for
work claimed to have been done for or materials claimed to have been furnished to Tenant will be
discharged by Tenant at its expense within thirty (30) calendar days after such filing, by payment
or filing of the bond required by law. Tenant may contest the correctness or validity of any such
lien, but shall indemnify, defend and hold harmless Owner from any and all such lien claims.

9.14 Initial Capital Investment. Within ninety (90) days after the Construction
Contract Close-Out of the Rehabilitation Project, Tenant will provide Owner with a calculation
of the actual Initial Capital Investment, together with invoices and cleared checks for payments
made directly by Tenant to contractors, vendors and other third parties related to the
Rehabilitation Project. Within ninety (90) days after Tenant’s submission of its calculation of
the actual Initial Capital Investment and such supporting documentation to Owner, Owner shall
approve such calculation, in writing, such approval not to be unreasonably withheld, or else
provide a notice to Tenant with any objections to Tenant’s calculation of the Initial Capital
Investment. Within thirty (30) days after any notice of objection by Owner, Owner and Tenant
shall meet to negotiate in good faith and agree on the calculation of the amount of the Initial
Capital Investment. If Owner fails to timely deliver a notice of objection to Tenant’s calculation
of the Initial Capital Investment, Owner shall be deemed to have approved Tenant’s calculation
of the Initial Capital Investment. The approved Initial Capital Investment shall be deemed final
for purposes of any subsequent Capital Recovery Payment calculation.

ARTICLE 10
TENANT OPERATIONS, MAINTENANCE, AND REPAIRS

10.01 Conditions to Commencement of Operations.

@ The Commencement of Operations Date shall not occur until the
following conditions have been fulfilled or waived:

(i)  no Specified Event shall have occurred upon the fulfillment or waiver of the
items set forth in subsections (ii), (iii), (iv), (v), (vii), (viii), (ix), (X), (xi), (xii),(xiii), and (xiv)
hereof;

(i) Owner shall have installed roadway lighting along Emma Browning Drive, the
South Terminal entrance and its roadways and the surface parking lots surrounding the South
Terminal (fulfilled as of December 1, 2015);

(iii) the law enforcement and security activities contemplated under Section 18.09
shall commence;

(iv) the signage contemplated under Section 18.04 shall have been installed,;

(v) Terminal Use Agreements between Tenant and air carriers that have an
aggregate projected minimum of 200,000 Enplaned Passengers at the South Terminal for the
twelve (12)-month period immediately following the Certificate of Occupancy Date satisfactory

25



Case 1:22-cv-00770-RP Document 38-1 Filed 10/12/22 Page 36 of 98

to each of the parties thereto, shall have been fully executed and be in full force and effect and no
default shall have occurred or be continuing thereunder (“Qualifying Terminal Use Agreement”);

(vi) no material changes to this Lease or the form of Terminal Use Agreement have
been required or recommended by the FAA upon the fulfillment or waiver of the items set forth
in subsections (ii), (iii), (iv), (v), (vii), (viii), (ix), (x), (xi), (xii), (xiii), and (xiv) hereof;

(vii) TSA screening activities at the South Terminal shall be ready and able to
commence;

(viii) installation of a passenger processing system in the South Terminal by Tenant;

(ix) Substantial Completion has occurred;

x) Tenant has satisfied the requirements under Section 10.02 and Articles 12, 13
and 14;

(xi) Tenant is ready to commence parking operations at the South Terminal as

contemplated under Section 11.01;

(xii) FIDS Monitors shall have been installed in in the South Terminal in accordance
with Section 19.01, which show departing and arriving flights for the South Terminal and the
North Terminal;

(xiit)  Certificate of Occupancy Date has occurred; and

(xiv)  Airfield Use Agreements between Owner and air carriers that have an aggregate
projected minimum of 200,000 Enplaned Passengers at the South Terminal for the twelve (12)-
month period immediately following the Certificate of Occupancy Date, satisfactory to each of
the parties thereto, shall have been fully executed and be in full force and effect and no default
shall have occurred or be continuing thereunder.

(b) Notwithstanding anything to the contrary herein, Owner shall be deemed
to have waived satisfaction of the conditions set forth in Section 10.01(a), and the
Commencement of Operations Date shall be deemed to have occurred, solely for purposes of
Section 25 hereof, thirty (30) days after receipt by Owner of written notice outlining Tenant’s
compliance with its obligations under this Lease related to such conditions, including, where
applicable, reasonable back-up information such as copies of filings with Governmental
Authorities, provided that Tenant has also diligently and in good faith pursued fulfiliment of all
of the requirements set forth in Section 10.01(a) that are not fulfilled for purposes of the limited
waiver under this Section 10.01(b).

(© Notwithstanding anything to the contrary herein, if on or prior to March
31, 2017 (the “Outside Date”), (i) any of such conditions described in Section 10.01(a)(i)
through (iv), or (xii) have not been fulfilled, waived, or firmly committed, then Tenant shall have
the right, or (ii) any of such conditions described in Section 10.01(a), (viii), (ix), (x), (xi), or
(xiii) have not been not fulfilled, waived, or firmly committed, then Owner shall have the right,
to terminate this Lease, without penalty, by notice to the other Party (such termination to take
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effect on the date specified in such notice, which date shall be not earlier than thirty (30) days
after the date of such notice and not later than ninety (90) days after the date of such notice),
provided that (x) the Party terminating the Lease under this Section 10.01(c) has not taken any
willful action or omitted or failed to take any action required or contemplated hereunder for the
purpose of causing a condition hereunder to not be fulfilled or firmly committed, (y) nothing
herein shall relieve any Party hereto from liability for willful acts or omissions or failures to act,
the purpose of which is to avoid honoring any of its commitments and obligations under this
Lease and (z) the Outside Date shall be extended by a number of days equal to the sum of the
number of days from the receipt by Owner of any proper written notice under Section 10.01(b)
until the effectiveness of the deemed waiver under Section 10.01(b), plus five (5) business days.

10.02 Operations. Tenant shall develop (and periodically update) a
comprehensive South Terminal operational manual detailing the standards and processes for
operating and managing all facilities, passengers, concessions, parking, and aircraft operations
on the Premises (“Tenant’s Airport Operational Manual”). The draft Tenant’s Airport
Operational Manual shall be submitted to Owner for approval by Tenant within one hundred
eighty (180) days after the Effective Date. In accordance with Tenant’s Airport Operational
Manual and in compliance with the Owner’s Airport Standards Manual, which shall be provided
to Tenant within sixty (60) days after the Effective Date, Tenant shall be solely responsible for
operating and managing the Premises including the South Terminal, South Terminal airside
operations (e.g., including Tenant Apron and operations within the security identification display
area (SIDA) of the South Terminal, but excluding dry weather glycol recovery in conjunction
with the three gates located on the maintenance ramp at the South Terminal) and South Terminal
landside operations (e.g., including South Terminal parking, food and beverage, retail, news and
gift concessions, ground transportation, advertising and other passenger services).

10.03 Maintenance Capital Investment. Tenant has budgeted approximately
$3.9 million for maintenance capital for the ten (10) year period following the Commencement
of Operations Date. For each five (5) year period thereafter, during the Term, Owner and Tenant
shall work in good faith to agree on the level of maintenance capital investment for each such
five (5) year period, based upon (a) the maintenance capital investments made in the
immediately preceding five years, (b) any reasonably anticipated necessary maintenance
expenditures, (c) any industry standards for maintenance and repair of the terminal facilities
comparable to the Premises, (d) maintaining the South Terminal in the condition required for
surrender of the Premises at the expiration or earlier termination of this Lease under Section
30.01, and (e) any other agreement between Owner and Tenant. Owner and Tenant shall meet
annually to discuss the next Lease Year’s maintenance capital budget. Failure to agree on such
investment for any period shall not constitute a default under this Lease by either Owner or
Tenant.

10.04  Maintenance and Repair. Except as otherwise expressly provided for in this
Lease, Tenant shall be solely responsible for the maintenance of the Premises, including the
Tenant Apron and South Terminal, and shall, at Tenant’s sole expense, (a) maintain and take
good care of the Premises, including the buildings, storm water structural controls, fixtures,
lighting, and vehicle parking lots, and (b) make or cause to be made all repairs thereto and
replacements thereof which are necessary to maintain and keep the Premises in good order,
repair and condition at all times, subject to normal wear and tear. Tenant, shall maintain and
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repair all mechanical, electrical, plumbing, heating and cooling, communication lines, and
security and fire-protection systems as well as the trench drainage system and spill containment
system that are part of the storm water structural controls on the Premises. Subject to normal
wear and tear, Tenant will not cause or permit any waste, damage, disfigurement or injury to or
upon the Premises, or any part thereof. Tenant shall mow and maintain the grass and
landscaping within the Premises. Tenant shall maintain and repair all utility lines, fixtures and
equipment on the Premises, except to the extent maintenance and repair is the obligation of the
utility serving the Premises. In the event de-icing drainage infrastructure is developed and
constructed for the South Terminal, both Parties shall work together in good faith to determine
the maintenance and repair of such de-icing drainage infrastructure on mutually agreeable terms.

10.05 Tenant Apron. Tenant shall have the exclusive right to designate or allocate use
of the Tenant Apron and gate areas of the South Terminal at all times. Tenant, at its sole cost
and expense, shall at all times provide and maintain the Tenant Apron with aircraft parking
stands on the Premises. Owner shall provide and maintain, at its cost and expense, the taxilanes,
taxiways, ramps, aprons, and runways not included in Tenant’s Premises necessary for aircraft
maneuvering to and from the South Terminal.

10.06  Trash/Recycling. Tenant shall provide, at its sole expense, all waste collection,
handling and disposal services necessary or appropriate for the Premises, to keep the Premises
free from trash, garbage and other refuse, and no such trash, garbage or other refuse shall be
disposed of elsewhere on the Airport. In a manner consistent with other Airport terminal’s then
current operating standards, Tenant will provide recycling receptacles adjacent to each trash
receptacle. Tenant will comply with the City’s Universal Recycling Ordinance as defined in
Title 15 of The Code of the City, as amended from time to time. Tenant shall provide, or cause
to be provided, proper receptacles for trash, recycling, composting, garbage and other refuse
generated on or from business operations on the Premises in a manner consistent with other
Airport terminal’s then current operating standards.

10.07  Owner’s Right to Maintain. If Tenant fails to comply with its obligations to
maintain or repair the Premises under this Article 10, and such failure is not cured within thirty
(30) days of written notice from Owner, then in addition to any other rights or remedies Owner
may have as a result of such failure, Owner shall have the right, but not the obligation, to
perform such maintenance or repairs or other obligations at Tenant’s expense provided that, if
such failure is curable, but not capable of being cured within such thirty (30)-day period, Owner
shall not be entitled to exercise such right unless Tenant fails to commence the cure of such
failure during such thirty (30)-day period and thereafter fails to diligently and continuously
pursue such cure to completion. The fully loaded cost, including a 20% administrative fee
incurred by Owner to perform such maintenance or repair work or other obligations of Tenant
shall be payable by Tenant to Owner within thirty (30) days from invoice date.

ARTICLE 11
PARKING FACILITIES

11.01  South Terminal Parking. Tenant shall operate and maintain the motor vehicle
parking facilities to directly support the South Terminal. Tenant may not assign, subcontract,
sublease or enter into a management agreement with respect to its rights and obligations under
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this Lease related to the operation and management of motor vehicle parking to a third party
without Owner’s prior written consent, which may not be withheld by Owner if Tenant
demonstrates to the reasonable satisfaction of Owner that the third party is a Qualified Entity.
For purposes of this Section 11.01, to be a Qualified Entity, the third party (a) must have not less
than five years’ experience in operating car parking facilities with a minimum of not less than
500 spaces, (b) may not operate an Off-Airport Parking Business (as described in City Code
Chapter 13-1) in Austin, Texas, and (c) must not be de-barred from contracting with the United
States, the State of Texas or the City. The prior written consent of Owner will be required for
construction of any multi-level parking facilities, in accordance with Article 15.

11.02  Additional Parking Development. Owner shall have the ability to develop any
new parking facilities south of the mid-field taxiway that either (a) is exclusively Airport
employee parking or (b) subject to Owner’s full compliance with Article 15 hereof, supports
operations of an Expansion or any New Facility developed south of the mid-field taxiway.

ARTICLE 12
AIRLINE LEASING PROGRAM

12.01  General. Tenant will maintain an airline leasing program for the South
Terminal (the “Airline Leasing Program”), which shall include, but not be limited to, a Terminal
Use Agreement containing rates and charges for terminal facilities that is in compliance with all
applicable federal regulations. In structuring such an Airline Leasing Program, Tenant will
comply with applicable FAA rules and regulations, including the FAA’s Policy on Rates and
Charges. Tenant shall submit to Owner for its review the Airline Leasing Program, including
any modifications or amendments, and Owner shall review such Airline Leasing Program to
verify that it (i) is FAA compliant, (ii) is fair and reasonable, (iii) is not unreasonably
discriminatory, and (iv) does not violate any airport grant assurances or other regulations to
which Owner is subject. Tenant and Owner acknowledge that nothing herein shall restrict any
air carrier operating at the Airport from seeking to operate at the South Terminal under the terms
and conditions established herein. Owner shall complete its review of the initial draft Airline
Leasing Program for FAA compliance within thirty (30) days after submittal by Tenant. The
draft Airline Leasing Program shall be submitted to Owner for review by Tenant within sixty
(60) days after the Effective Date. For the avoidance of doubt, Owner has the sole right to charge
the Airlines landing fees and other aircraft parking fees outside of Tenant’s Premises.

12.02  Airline Fees. Tenant may charge various usual and customary fees to air
carriers using the Premises and the South Terminal (including, without limitation, administrative
and staff costs; check-in facilities; common use equipment charges; installation and maintenance
of FIDS Monitors; baggage handling facility charges, including the usage of the centralized
baggage conveyor installation (if any) and a system for outbound and inbound baggage,
including oversized baggage; baggage and passenger screening; common use boarding areas;
baggage claim areas; utilities such as electricity, water, gas, heating and cooling, waste disposal,
wastewater, light, cable television, telephone and other communication services; employee
parking; exclusive use space charges; and any ground handling services provided by Tenant. For
the avoidance of doubt, Tenant has the right to charge the Airlines aircraft parking fees within
the Tenant’s Premises.
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ARTICLE 13
MARKETING SUPPORT AND INCENTIVES TO AIR CARRIERS

13.01  General. Tenant and/or Owner may provide incentives to attract air carriers to
the Airport including the South Terminal. Such incentives may, to the extent permitted by
Applicable Law, include waived or discounted airfield and terminal rates and charges to carriers
meeting qualifying service commitments. Only Owner may offer airfield incentives and only
Tenant may offer Premises and South Terminal rate incentives.

13.02  South Terminal Marketing Program. Tenant may, to the extent permitted by
Applicable Law, provide marketing incentives to air carriers meeting qualifying service
commitments to offset the documented marketing costs incurred by air carriers in accordance
with a marketing program relating to the South Terminal developed by Tenant and approved by
Owner (the “South Terminal Marketing Program”); provided, however, that Owner’s review and
approval of financial incentives in the South Terminal Marketing Program shall be limited to a
determination, in accordance with Applicable Law, that such financial incentives are fair and
reasonable, not unreasonably discriminatory, and do not otherwise violate any airport grant
assurances or other regulations to which Owner is subject. Notwithstanding the above, and to
the extent permitted by Applicable Law, Tenant agrees that it will not initiate discussions with,
or actively solicit, any air carrier operating at the Airport to relocate its operations to the South
Terminal, provided that the foregoing prohibition will not preclude contacts (a) in the ordinary
course of business of Tenant or any of its Affiliates or (b) permitted under the South Terminal
Marketing Program guidelines not reasonably objected to by Owner. Owner may participate in
the South Terminal Marketing Program as the Parties may agree in writing. Tenant shall submit a
draft South Terminal Marketing Program to Owner for review (as contemplated above) within
sixty (60) days after the Effective Date.

13.03 Implementation. It is the intent of the Parties that funds expended in the South
Terminal Marketing Program be recouped through incremental revenue (excluding passenger
facility charges from the South Terminal benefitting Owner) generated from an increased volume
of aircraft and passenger traffic at the South Terminal. Tenant and Owner may, to the extent
permitted by Applicable Law, enter into one or more agreements to adopt and implement
marketing programs. Such marketing agreements may address, among other things, the
respective financial participation of Tenant and Owner in the marketing incentives, and the
manner and order of priority in which various sources of incremental revenue shall be applied to
reimburse each Party for its share of funds expended on marketing incentives.

13.04  Cooperation. Tenant and Owner will use commercially reasonable efforts to
maximize the marketing incentives from other Austin, Texas and regional stakeholders,
including tourism, economic development, employment and business associations, to attract air
carriers to operate services from the South Terminal.

ARTICLE 14
CONCESSION PROGRAM

14.01  General. Tenant shall develop (and periodically update) a comprehensive
terminal concession program (the “Concession Program”) outlining desired concessionaires for
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all concessions related to the food and beverage, news and gifts and specialty retail operations,
and advertising in the South Terminal and on the Premises. The draft Concession Program shall
be submitted to Owner within sixty (60) days after the Effective Date and promptly finalized in
good faith by Owner and Tenant.

14.02 Owner Review. Tenant shall submit the Concession Program, and any
subsequent modifications or revisions to the Concession Program, to Owner for its review and
approval and will consult with Owner regarding its content.

14.03 ACDBE Goals. Tenant shall take all necessary and reasonable steps to achieve
the established goals under Owner’s program under the U.S. Airport Concession Disadvantage
Business Enterprise (“ACDBE”) Rules (49 CFR Part 23). Tenant shall, promptly after the
Effective Date, provide the City’s Department of Small and Minority Business Resources
Department (“SMBR”) a copy of its ACDBE Compliance Plan concerning the ACDBE firms
that will participate in the South Terminal concessions. Tenant shall provide Owner and SMBR
each Lease Year with a copy of Tenant’s ACDBE goals and results achieved, and with a copy of
all ACDBE reports required to be submitted under Applicable Law to the DOT and other
applicable Governmental Authorities. Such report will include the name and address of each
firm, the annual estimated gross receipts to be earned by each named firm, a description of the
legal arrangements utilized, and the total overall estimated annual gross receipts to be earned by
such concessionaires.

14.04  Local Concessionaires. Tenant shall identify qualified local concessionaries
and notify them of potential concession opportunities. However, in accordance with 49
CFR 823.79, nothing in this Section shall be construed to require Tenant to give preference to
local concessionaires.

ARTICLE 15
EXPANSION OR NEW FACILITY

15.01  Expansion or New Facility. If Tenant determines that the growth of operations
of existing or new air carriers requires an Expansion or if Tenant or Owner determines that the
growth of operations of existing or new air carriers requires a New Facility, either Tenant or
Owner, as applicable, shall provide a written notice to the other Party of such determination. If
Tenant provides a written notice to Owner that it is interested in investing in such Expansion or
New Facility, then, subject to Owner’s agreement and in accordance with the Airport Master
Plan, (a) in the event of an Expansion that does not require additional land or other material
changes to this Lease, Owner and Tenant will amend this Lease to reflect such Expansion, and
(b) in the event of an Expansion that requires additional land or the construction of a New
Facility, Owner will provide Tenant with the exclusive first right to, as applicable, develop,
construct and operate such Expansion or New Facility, and both Parties shall work together in
good faith to enter into an agreement regarding such Expansion or New Facility on mutually
agreeable terms. Owner will coordinate with Tenant to seek FAA approval to update the Airport
Layout Plan accordingly to identify the Tenant’s Expansion or New Facility on the Airport
Layout Plan. In the event an update to the Airport Layout Plan is necessary due to Tenant’s
Expansion or New Facility as approved by Owner, Tenant shall be responsible for the cost of any
environmental studies in connection with FAA and state approvals.
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ARTICLE 16
FINANCING

16.01 Tenant’s Right to Finance. To secure financing, subject to compliance with the
provisions of this Article 16, Tenant may encumber its leasehold interest in the Premises,
including any improvements thereto, under this Lease with one or more deeds of trust or
mortgages, and may collaterally assign to such lender Tenant’s rights in Owner-authorized
subleases, including Terminal Use Agreements and concessionaire agreements, entered into
during the Term. Tenant shall provide to Owner the name and notice address of the lender
together with true copies of the loan documents, including, as applicable, deeds of trust,
mortgages, security agreements and promissory notes, within ten (10) business days after
execution by Tenant. No lien upon, or assignment of, Tenant’s leasehold estate or this Lease
hereunder shall encumber, subordinate or affect in any way the interest of Owner under this
Lease or in the Premises, including any improvements thereto, except as expressly provided
herein. The loan documents shall be consistent with this Lease. Upon written request from
Tenant, Owner agrees to reasonably subordinate its statutory and contractual landlord’s liens on
Tenant’s personal property and Trade Fixtures, to the lien of a lender providing financing to
Tenant consistent with the terms of this Lease.

16.02 Tenant’s Lender Rights and Obligations. Tenant’s lender may, in case of
default by Tenant, assume the rights and obligations of Tenant under this Lease, and become a
substituted Tenant, with the further right to assign Tenant’s interest to a Qualified Entity, subject
to the approval of the Director, which shall not be unreasonably denied or delayed. Tenant’s
lender’s obligations under this Lease as substituted Tenant shall cease upon assignment to an
Owner-approved third party. Owner agrees to execute such non-disturbance and attornment
agreements as Tenant’s lender may reasonably request consistent with this Lease. If Tenant has
provided the name of any third party lender and a notice address for such lender, Owner agrees
to give Tenant’s lender a duplicate copy of any notice of a breach of this Lease or any Tenant
Default that Owner gives Tenant. The lender may then cure such breach or Tenant Default, for
the account of Tenant or the lender (as the lender may elect), in the same manner and in the same
period of time as allowed Tenant. Tenant shall promptly provide to Owner a copy of any notice
delivered by Tenant’s lender of Tenant’s default or the lender’s intent to exercise a remedy in
response to Tenant’s default with respect to its loan documents. Tenant’s lender shall agree to
provide copies of such notices directly to Owner, and to notify Owner if payments on such loans
become delinquent for more than thirty (30) days. In the event of any conflict between the rights
granted Tenant’s lender under its loan documents and the terms of this Lease, the terms of this
Lease shall control.

16.03  Owner’s Right to Finance. Owner may, from time to time, without the consent
or joinder of Tenant, encumber its interest in the Premises with one or more deeds of trust,
mortgages or other lien instruments. Tenant shall execute and deliver to Owner such
subordination and attornment agreements as Owner or its lender shall reasonably require,
provided that such lender shall execute and deliver to Tenant a nondisturbance agreement
reasonably satisfactory to Tenant, which shall include, without limitation, an express
acknowledgement of Tenant’s right to quiet enjoyment set forth in Section 2.03.
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ARTICLE 17
OTHER TENANT OBLIGATIONS

17.01  Premises Security. Tenant recognizes that Owner is required to comply with the
security directives and other mandates of the United States Department of Transportation (the
“DOT”), the FAA, the TSA and the United States Department of Homeland Security (the
“DHS”), and with other governmental and administrative rules and regulations relating to
airports. Accordingly, Tenant shall operate and manage the Premises and the South Terminal in
accordance with such security directives and other mandates of the DOT, the FAA, the TSA and
the DHS, and other governmental and administrative rules and regulations relating to airports. In
addition to the security provided by Owner under Section 18.09, Tenant shall hire additional
security as necessary and at its own cost to perform day-to-day security functions, including but
not limited to, alarm response, exit lane monitoring, calls for assistance, and incident
documentation. Tenant shall purchase and install, at its expense, security equipment for the
Premises, as mutually agreed to by Owner and Tenant and sufficient to ensure compliance with
applicable security regulations. Tenant shall ensure that the Premises’ security system is
connected to Owner’s existing security system for the Airport and Tenant will pay for such
connection and service. The Premises’ security system shall be monitored by Owner at no
charge to Tenant.

17.02  Compliance with Airport Rules. Owner may adopt and enforce reasonable
rules, regulations and minimum standards, which Tenant agrees to observe and obey, with
respect to the operation of the South Terminal and the use of the Airport and its appurtenances,
together with all facilities, improvements, equipment and services of the Airport, for the purpose
of providing for safety, good order, good conduct, sanitation and preservation of the Airport and
its facilities, provided that such rules and regulations shall be consistent with Applicable Law
and applied on a not unjustly discriminatory basis to any and all similarly situated ground lease
tenants at the Airport.

17.03  Signs. All signs displayed on exterior of the South Terminal or other
improvements and all free standing signs on the Premises are subject to the prior written
approval of the Director. Approved signs shall be installed by Tenant at Tenant’s expense.
Owner reserves the right to remove, without notice to Tenant, all unapproved signs. Tenant shall
not erect, maintain or display any advertising signs on the exterior of the South Terminal or other
improvements on the Premises, except as authorized under this subsection.

17.04  Customer Claims, Comments, and Complaints. Tenant shall maintain policies
and procedures to address, and shall use good faith and commercially reasonable efforts to
address, any claim, comment or complaint in respect of operations at the South Terminal made
by Airlines, passengers or other users of the South Terminal. Nothing herein shall require
Tenant to pay any claim that Tenant, in its sole discretion, does not believe is valid or justified.
Without limiting the generality of the foregoing provision, if a claim, demand, suit, or other
action is made or brought by any person against Tenant arising out of or concerning this Lease,
Tenant shall give written notice thereof, to Owner within two (2) business days after being
notified of such claim, demand, suit, or action. Such notice shall enclose a true copy of all
written claims. If the claim is not written, or the information is not discernible from the written
claim, Tenant shall state the date of notification of any such claim, demand, suit, or other action,
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the names and addresses of the person asserting such claim or that instituted or threatened to
institute any type of action or proceeding, the basis of such claim, action, or proceeding, and the
name of any person against whom such claim is being made. The notice shall be given to the
Director as provided herein, and to the Austin City Attorney, City Hall, 301 West 2nd Street,
Austin, Texas 78701.

17.05 Maintenance of Legal Existence. During the Term, Tenant shall at all times
maintain its legal existence and good standing, and its legal authority to perform its obligations
under this Lease.

17.06  Personnel. Tenant shall employ or contract with experienced and qualified
personnel and consultants to oversee the rehabilitation, reactivation, operation and maintenance
of the Premises and the South Terminal, and any improvements thereon.

17.07 Meetings. Owner and Tenant shall meet regularly, but no less often than
quarterly, to discuss (a) the operation of the Airport, (b) capital projects necessary for the Airport
and ongoing maintenance and repair expenses, (c) matters relevant to the operation of the South
Terminal, (d) air service development and marketing plans for the Airport, (e) opportunities to
enhance operations at the Airport, and (f) any other matters pertaining to this Lease or operations
on the Premises and at the South Terminal.

17.08  Addition of Certain Amenities. Tenant must obtain Owner’s written consent
prior to initial installation at the South Terminal of any passenger boarding bridges and other
operational amenities similarly offered at the North Terminal.

ARTICLE 18
OTHER OWNER'’S OBLIGATIONS

18.01  Operation as a Public Airport. Owner shall operate and maintain the Airport as
a public airport in accordance with the requirements of the Federal Aviation Act and all other
Applicable Laws.

18.02  Maintenance of Public Runways, Taxilanes, Taxiways, Ramps, and Aprons. In
accordance with Applicable Law, Owner shall keep, maintain, repair and replace all public
access runways, taxilanes, taxiways, ramps and aprons not included in Tenant’s Premises and
specifically excluding the Tenant Apron and aircraft parking stands within the Premises.

18.03  Use of Public Runways, Taxilanes, Taxiways, Ramps, and Aprons. Owner shall
provide Tenant and the Airlines such taxilanes, taxiways, ramps and apron space, as identified on
Exhibit A hereto, reasonably necessary to provide for aircraft maneuvering and ingress and
egress between the Airport airfield and the Premises.

18.04  Signage. Owner, at no cost or expense to Tenant, will (a) use reasonable good
faith efforts to facilitate the provision and maintenance of adequate advance signage by
applicable authorities, including the Texas Department of Transportation, on major national and
local approach roads to direct passengers to the South Terminal, and (b) provide and maintain
similar air carrier and terminal identifying signage on applicable Airport roadways and
properties.
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18.05  Shuttle Bus Service. Owner shall provide, at no cost to Tenant, Shuttle Bus
Service for passengers and employees between the South Terminal and the North
Terminal/CONRAC facility. Operation of the Shuttle Bus Service shall be sufficiently
coordinated with the arrival and departure of commercial airline flights at the South Terminal in
accordance with Tenant’s Airport Operational Manual as approved by Owner to accommodate
actual passenger traffic levels and projected passenger traffic levels provided by Tenant to
Owner.

18.06  Rental Car Revenue Sharing.

@) In lieu of allowing rental car companies to enter into specific agreements
with Tenant for rental car operations at the South Terminal, Owner shall make payments to
Tenant, on a monthly basis, based on Tenant’s verified reported Enplaned Passengers for the
given month multiplied by the revenue sharing rate (the “Revenue Sharing Rate”) calculated for
the same given month (such amount, the “Rental Car Revenue Share”). The Revenue Sharing
Rate shall be determined by dividing the actual gross rental car revenues (excluding any
customer facility charge (“CEC”) revenues) received by Owner in a given month from all rental
car companies providing service to the Airport (on-airport and off-airport companies) by the total
number of Airport Enplaned Passengers for the same month. Tenant and Owner agree that this
Section 18.06 and Owner’s obligations with respect to payments of the Rental Car Revenue
Share shall become null and void upon the commencement of rental car operations, by Tenant, at
(i) the South Terminal, (ii) an Expansion or (iii) a New Facility.

(b) Commencing with the month in which the Commencement of Operations
Date occurs, no later than thirty (30) days after the end of each month during a Lease Year,
Owner shall submit to Tenant a detailed statement (the “Owner Monthly Report”) reflecting (i)
actual gross rental car revenues (excluding any CFC revenues) received by Owner from all rental
car companies providing service to the Airport (on-airport and off-airport), (ii) the total number
of Airport Enplaned Passengers, and (iii) the Rental Car Revenue Share, for the applicable
month. The Owner Monthly Report shall be prepared on a consistent basis and be certified by a
responsible financial officer of Owner.

(©) Not later than the fifteenth (15™) day after delivery of an Owner Monthly
Report pursuant to Section 18.06(b), Owner shall pay to Tenant an amount equal to the Rental
Car Revenue Share for such calendar month (pro-rated for any partial month), as reflected in
such Owner Monthly Report.

(d) If the Rental Car Revenue Share reflected in the Owner Annual Report
provided in accordance with Section 18.06(e) exceeds the total amount of Rental Car Revenue
Share paid by Owner with respect to the applicable Lease Year, Owner shall pay Tenant the
amount by which such Rental Car Revenue Share for the Lease Year exceeds the total Rental Car
Revenue Share payments previously paid by Owner to Tenant for such Lease Year, within thirty
(30) days after the delivery to Tenant, of the Owner Annual Report. If the Owner Annual Report
reflects an overpayment by Owner of Rental Car Revenue Share for such Lease Year, Tenant
shall pay Owner the amount of Owner’s overpayment within thirty (30) days after the delivery of
the Owner Annual Report.
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(e) Within ninety (90) days after the close of each Lease Year, Owner shall
furnish Tenant with a detailed statement (the “Owner Annual Report™) reflecting (i) actual gross
rental car revenues (excluding any CFC revenues) received by Owner from all rental car
companies providing service to the Airport (on-airport and off-airport), (ii) the total number of
Airport Enplaned Passengers, and (iii) the Rental Car Revenue Share, for the Lease Year. The
Owner Annual Report shall be prepared in accordance with GAAP and be certified by a
responsible financial officer of Owner.

()] Within one hundred twenty (120) days after the close of each Lease Year,
Owner shall furnish to Tenant an audited annual accounting statement of (i) actual gross rental
car revenues (excluding any CFC revenues) received by Owner from all rental car companies
providing service to the Airport (on-airport and off-airport) and (ii) the Rental Car Revenue
Share, for the Lease Year, prepared by an independent Certified Public Accountant, in
accordance with GAAP. The audit will express an opinion as to whether the reported gross
rental car revenues and Rental Car Revenue Share, for the applicable Lease Year, have been
accurately calculated in accordance with the terms of this Lease.

(9) Unless otherwise directed, in writing, by Tenant, Owner shall remit
payment of any payment obligations of Owner to Tenant, through an Automated Clearing House
(ACH) electronic transfer of funds.

(h) If any payment required hereunder by Owner under this Section 18.06 is
not made within thirty (30) days after such payment is due, Owner shall pay interest at the
Contract Rate on the amount outstanding from the payment due date until paid in full.

Q) Upon written notice at any time or times during the Term within three (3)
years after the end of the any Lease Year, Tenant may inspect, reproduce and audit the books and
records of Owner relating to the Rental Car Revenue Share. If, as a result of such inspection and
audit, it is established that additional Rental Car Revenue Share is due Tenant, Owner shall, upon
written notice by Tenant, pay such additional fees, plus interest, calculated at the Contract Rate,
within thirty (30) days of written notice. If, on the other hand, such audit determines that Owner
has overpaid the Rental Car Revenue Share due Tenant, Tenant shall refund to Owner the
amount of such overpayment in cash. If the results of such audit reveal an underpayment of
more than five percent (5%) of Rental Car Revenue Shares as reported by Owner, the cost of the
audit shall be paid by Owner to Tenant as additional Rental Car Revenue Share, but such
additional Rental Car Revenue Share shall not be included in Gross Revenues for purposes of
this Lease.

) Tenant’s obligations with respect to information provided by Owner under
this Section 18.06 include the confidentiality covenants under Article 38.

(k) Owner shall maintain all material books and records related to Rental Car
Revenue Share in accordance with its record retention policy as required by Applicable Law.
Owner shall cooperate fully with any audit or examination initiated by Tenant, and shall produce
all books and records requested for audit to a designated location at the Airport, or in Austin,
Texas, within thirty (30) days of the date of written request. To facilitate the inspection of
Owner’s books and records, documents provided for audit shall be made available in an
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electronically downloadable format acceptable to Tenant whenever possible. When electronic
files do not exist, legible printed copies of books and records must be provided.

18.07 Federal Compliance. Owner will maintain Part 139 Certification and all
compliance responsibilities vis-a-vis the FAA and the TSA.

18.08  Passenger Facility Charge; Airport Improvement Program. Owner shall be
responsible during the Term for its Passenger Facility Charges (“PFCs”) collection authority and
its Airport Improvement Program sponsor status.

18.09  Security. Owner shall provide uniformed law enforcement officers as required
to meet and comply with the Airport Security Plan approved by TSA and other applicable
regulatory requirements, at no cost to Tenant, as well as one (1) security manager to oversee the
security program developed and implemented at the Premises. Owner’s security manager shall
act as the liaison among Owner, Tenant, law enforcement and the TSA.

18.10  Lighting. As of the Effective Date, Owner has installed roadway lighting along
the current Emma Browning Drive, the initial South Terminal entrance, exit roadways, and South
Terminal parking. Throughout the Term, Owner shall maintain the lighting at all Airport
locations, except for the Premises. Unless otherwise agreed to by Owner in writing, Owner is
not responsible for the installation of any additional lighting upon Expansion or construction of a
New Facility, additional parking facilities or other improvements by Tenant.

18.11  De-Icing. Owner will, at no cost to Tenant, provide the dry weather de-icing
recovery for three aircraft positions located on the maintenance ramp at the South Terminal
gates. Wet weather de-icing operations shall be performed within the area in proximity to the
North Terminal and cargo ramp. The Airlines will be responsible for the cost of the de-icing
fluid used and its application.

18.12  Access to South Terminal. Owner will maintain all access roadways to the
South Terminal and at any time construction impairs such access for an extended period will
provide alternative access routes, at Owner’s cost, to the South Terminal, which do not result in
any delays for, or congestion of, traffic to or from the South Terminal.

ARTICLE 19
SHARED USE AND COMMUNICATIONS SERVICES

19.01 Shared Use.

€)) Tenant may elect to utilize Owner’s Shared Use Passenger Processing
System (SUPPS). Tenant shall not make any modifications or improvements to the SUPPS nor
allow any Airline to make any modifications or improvements to the SUPPS without the prior
written approval of the Director. As of the Effective Date, Tenant has elected to utilize Owner’s
SUPPS. To the extent that Tenant elects to discontinue its use of SUPPS, Tenant shall provide
Owner not less than one hundred eighty (180) days’ prior written notice of such election and
shall provide Owner access to the Premises for removal of any SUPPS equipment located at the
Premises.
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(b) If Tenant elects to participate in Owner’s SUPPS, Owner shall provide
FIDS Monitors in the South Terminal, which shall display departures and arrivals for the South
Terminal and the North Terminal. Tenant shall pay Owner for Owner’s actual and documented
costs of initially installed equipment, the initial installation costs, and the annual support and
maintenance costs of the equipment and service, which include replacements as necessary,
within thirty (30) days from invoice date.

(c) If Tenant does not elect to participate in Owner’s SUPPS, Owner shall
provide the feed to display on the South Terminal monitors for the departing and arriving flights
at the South Terminal and North Terminal, provided that Tenant shall pay an annual cost to
supply the feed to the South Terminal monitors within thirty (30) days from invoice date.

(d) Tenant shall not install any proprietary terminal equipment in the South
Terminal without the prior written approval of the Director. Tenant shall not allow any Airline
to install any proprietary terminal equipment in the South Terminal without the prior written
approval of the Director.

19.02 Wireless Service. In order for Tenant to receive approval from Owner’s
Manager of Information Technology for the installation of any wireless networks, including
unlicensed and licensed networks and services, at the South Terminal, Tenant’s use of a wireless
service and equipment shall be in compliance with the Airport’s Operator’s Wireless Policy
attached hereto as Exhibit G. Owner shall, at Tenant’s request, extend Owner’s existing public
wireless service to the South Terminal, at no cost to Tenant, provided that Owner retains all
rights to revenues generated from the extension of Owner’s wireless service to the South
Terminal. In no event shall Tenant enter into direct agreements with cellular carriers, their
representatives or a third party provider to install a distributed antenna system, or any other
system, for the purposes of augmenting cellular licensed frequency signal within the Premises.
Furthermore, Tenant shall not cause or allow any installations that cause interference with
Owner’s frequency, wireless service or FAA infrastructure on the airfield.

19.03 Radio. Tenant shall have the right to install, maintain and operate radio
communications and meteorological and aerial navigation equipment and facilities (“Radio
Communications Facilities”) as may be necessary for operations at the South Terminal in
accordance with the Owner’s Tenant Radio Installation Guidelines attached hereto as Exhibit H.
Tenant shall notify and coordinate installations or modifications of equipment with Owner’s
Manager of Information Systems prior to installation or modification. Radio communications
shall not interfere with other radio communications systems and facilities at the Airport, other air
carriers or commercial licensed telecommunications providers. If the Radio Communications
Facilities are causing radio interference, Tenant shall modify or cease its use of such Radio
Communications Facilities to eliminate the interference.

19.04 Communications Services. Owner has installed a Premises Distribution
System (“PDS”), consisting of copper and fiber optic cables, that spans the Airport. All external
telecommunications providers will terminate at the demarcation point located in the Owner’s
Communications Center. Tenant shall use Owner’s fiber optic and copper PDS to connect to the
demarcation point. Tenant, at Tenant’s expense, must provide all equipment necessary to connect
to the PDS. All data transmission and switching equipment used shall comply with Owner’s
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PDS specifications. Tenant shall pay the fees established by Owner for the use of the PDS for
data transmission within thirty (30) days from invoice date. Tenant may participate in Owner’s
shared tenant service telephone system (“STS”) (as described in Section 19.05 below) that
includes data transmission lines (Frame Relay, ISDN and TI) or choose to use the PDS to
connect to an alternate provider at the demarcation point. All data communication service
charges, including installation, maintenance, moves, additions and changes for the Premises shall
be at the sole cost of Tenant and paid within thirty (30) days from invoice date. Tenant shall, at
its sole expense, procure and install all equipment, conduit and other hardware necessary to
connect the Premises to the PDS. Wiring installed by Owner shall be at Tenant’s expense and
paid within thirty (30) days from invoice date. Tenant and all persons occupying the Premises
shall use the PDS and pay applicable fees for the PDS connections within thirty (30) days from
invoice date. Fees for communication services are subject to change at any time. Owner shall
give Tenant at least thirty (30) days advance written notice prior to the effective date of any
estimated fee change.

19.05 Shared Telephone Service. Owner has installed an STS to serve the
Airport. Tenant may either use the STS or select another telephone service provider. If Tenant
chooses to participate in the STS, Tenant and subtenants occupying the Premises shall agree,
subject to the express provisions of this Lease, to the Airport’s STS Terms of Usage attached
hereto as Exhibit D, and pay for its STS charges, as applicable. Payment and the required
security deposit for PDS and STS charges are not included in the Rent or Security Deposit for
the Premises under this Lease and must be paid as provided in the STS Terms of Usage. Non-
payment by Tenant of telephone service charges shall be grounds for discontinuance of service
and an event of default under this Lease. If Tenant and subtenants elect to install their own
telephone services, Tenant shall provide its own telephone switches, instruments and other
equipment necessary to interface via the PDS to the Airport telecommunications demarcation
point. A monthly fee for use of the PDS shall be charged by Owner and paid by Tenant within
thirty (30) days from invoice date. Furthermore, all telephone service charges, including
installation, maintenance, moves, additions, changes, long distance and local provider service for
the Premises shall be Tenant’s sole responsibility. Tenant shall not enter into any telephone
agreement that conflicts with the Owner’s Minimum Point of Entry (MPOE), the telephone
demarcation point or, if a party thereto, the STS Terms of Usage.

19.06 Television Service. Cable access television services are contracted
through third party providers. A monthly fee for use of the PDS shall be charged by Owner and
paid by Tenant and subtenants as applicable to connect cable television services from the
demarcation point to the South Terminal. Alternatively, Tenant may install satellite dishes,
antennae or similar receiving devices on the Premises upon Owner’s prior written approval and
subject to the service not interfering with other radio communications systems and frequencies at
the Airport. All television service charges, including installation, maintenance, moves, additions
and changes, and cable channel charges, shall be at Tenant’s sole cost.

19.07 Computer Networks. Tenant shall, at its sole expense, procure, install and
maintain all necessary or desired computer networks on the Premises.
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ARTICLE 20
ENVIRONMENTAL CONDITION OF PREMISES

20.01 Environmental Assessments. The Airport is a former United States Air
Force base that Owner acquired from the United States and has converted to a civilian airport.
Owner may provide, upon request, Tenant with any available copies of Environmental
Assessments it has in its possession, as of the Effective Date, relating to the Premises.

20.02 Acknowledgement of Hazardous Materials. A portion of the South
Terminal was previously leased to the Texas National Guard and the South Terminal has been
used by Owner as a storage facility. As such, the Premises may contain Hazardous Materials.

20.03 Tenant’s Inspection Rights. Tenant shall have the right to inspect and
conduct one or more Environmental Assessments of the Premises, including subsurface
investigation of soil and groundwater conditions, subject to reasonable conditions established by
Owner (an “Assessment Report”). Tenant shall provide Owner with a copy of the proposed
location and scope of work for the Assessment Report, and Owner will provide Tenant with such
information within its possession regarding the potential presence of underground utilities or
structures or any other information regarding Environmental Conditions not otherwise conveyed
in any Environmental Assessment. Tenant is responsible for coordinating with all utility
providers to confirm the presence or absence of buried utilities. Tenant shall promptly provide
Owner a copy of the Assessment Report upon its completion. If the Assessment Report
determines the presence or threatened release of Hazardous Materials or other Environmental
Conditions that require remediation under Applicable Law, Tenant, at its option, may (a) submit
a written plan for remediation of the Premises, as applicable, which may include an allocation
proposal to Owner regarding the cost of remediation and the responsibility for remediation of
such Hazardous Materials or Environmental Conditions to the extent required under Applicable
Law, or (b)if the cost to remediate Hazardous Materials or Environmental Conditions is
unacceptable to Tenant in its sole discretion and the Parties are unable to agree upon a sharing of
remediation costs, (i) terminate this Lease in whole or (ii) with the written consent of the
Director, amend this Lease to delete the contaminated areas from the Premises, and adjust the
Rent proportionately. Owner agrees to reasonably consider a proposal for sharing remediation
costs and shall respond to a proposal from Tenant within forty-five (45) days from receipt, but
nothing herein shall require Owner to agree to a remediation cost sharing. Owner’s failure to
respond within forty-five (45) days shall be deemed to be a rejection of Tenant’s remediation
cost allocation proposal. If Owner and Tenant are unable to agree upon a sharing of the costs of
such remediation, Tenant shall retain its remaining options under this Section 20.03. Tenant may
elect to place monitoring wells and stations on the Premises to detect or monitor any existing or
potential Hazardous Materials or Environmental Conditions identified in any Assessment Report.

ARTICLE 21
ENVIRONMENTAL COMPLIANCE

21.01 Definitions. For the purpose of this Article 21, “Tenant” shall include
Tenant Environmental Parties.
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21.02 Compliance. In its operations on the Premises and at the Airport, Tenant
shall strictly comply with all applicable Environmental Laws, the Airport Environmental
Policies and Procedures (including without limitation, the Storm Water Pollution
Prevention Plan (“SWPPP”) and Spill Response Plan), which are incorporated by
reference, and as of the Effective Date of this Lease are located on the Airport’s website at:
http://content.abia.org/environmental/storm_water.html. Without limiting the generality of
the foregoing provision, Tenant shall not use or store Hazardous Materials on or at the
Premises or Airport except as reasonably necessary in the ordinary course of its permitted
activities at the Premises and Airport, and then only if such Hazardous Materials are
properly labeled and contained as required pursuant to Applicable Laws, and notice of and
a copy of the current material safety data sheet is provided to Owner for each such
Hazardous Material. Prior to commencing operations at the Premises or Airport, Tenant
will complete an Airport baseline environmental questionnaire form attached as Exhibit |.
The Parties agree that certain Baseline Phase Il Environmental Site Assessment, dated as of
January 27, 2016, prepared for Tenant by TRC Environmental Corporation, attached hereto
as Exhibit J, shall establish the baseline environmental condition of the Premises as of the
Effective Date. Tenant shall not discharge, release or dispose of any Hazardous Materials
on the Premises or Airport or surrounding air, lands or waters in violation of Applicable
Laws. Tenant shall promptly notify Owner of any Hazardous Material spills, releases or
other discharges by Tenant at the Airport in accordance with Owner’s Spill Response Plan
and promptly abate, remediate and remove any the same to the extent required under
Applicable Laws. Tenant shall provide Owner with copies of all written reports,
complaints, claims, citations, demands, inquiries or notices relating to the environmental
condition of the Airport, or any alleged material noncompliance with Environmental Laws
by Tenant or, if known by Tenant, any Airline, within ten (10) days after such documents
are generated by or received by Tenant. If Tenant uses, handles, treats or stores Hazardous
Materials at the Premises or Airport, and it is necessary for Tenant to arrange for the
disposal of the Hazardous Materials, Tenant shall comply with any applicable requirement
under Applicable Laws to have a contract in place with an EPA or TCEQ approved waste
transport or disposal company, and to identify and retain spill response contractors to assist
with spill response and facilitate waste characterization, transport and disposal. Complete
records of all disposal manifests, receipts and other documentation required by Applicable
Laws shall be retained by Tenant and made available to Owner for review upon request.
Owner shall have the right at any time to enter the Premises to inspect, take samples for
testing and otherwise investigate the Premises for the presence of Hazardous Materials. In
exercising its right of access, Owner shall use reasonable efforts to minimize disruption of
or interfere with Tenant’s operations or use of the Premises and shall give Tenant
reasonable notice with respect to Owner’s intention to take samples for testing to allow
Tenant to split samples of such testing with the Owner as mutually agreed upon by Owner
and Tenant.

21.03  Responsibility. Tenant’s Hazardous Materials shall be the responsibility
of Tenant. Tenant shall be liable for and responsible to pay all Environmental Claims that
arise out of or are caused in whole or in part from Tenant’s use, handling, treatment,
storage, disposal, discharge or transportation of Hazardous Materials that Tenant brought
on to or at the Premises or Airport, the violation of any Environmental Law by Tenant or
the failure of Tenant to comply with the terms, conditions and covenants of this Article 21.

41



Case 1:22-cv-00770-RP Document 38-1 Filed 10/12/22 Page 52 of 98

If Owner incurs any costs or expenses (including reasonable attorney, consultant and expert
witness fees) arising from Tenant’s use, handling, treatment, storage, discharge, disposal or
transportation of Hazardous Materials that the Tenant brought on to the Premises or at the
Airport, Tenant shall promptly reimburse Owner for such costs upon demand. All
reporting requirements under Environmental Laws with respect to spills, releases or
discharges of Hazardous Materials by Tenant at the Premises or Airport shall be the
responsibility of Tenant. Tenant is not responsible for any Environmental Claims that arise
out of or were caused in whole or in part from the use, handling, treatment, storage,
disposal, discharge, or transportation of Hazardous Materials on or at the Premises or
Airport, or the violation of any Environmental Law, prior to the Effective Date (“Pre-
Existing Environmental Claim”) to the extent Tenant did not cause in whole or in part the
disturbance or aggravation of such Pre-Existing Environmental Claim.

21.04 Indemnity. IN ADDITION TO ANY OTHER INDEMNITIES IN THIS
LEASE, TENANT SHALL DEFEND, INDEMNIFY AND HOLD HARMLESS OWNER
FROM ANY AND ALL ENVIRONMENTAL CLAIMS (INCLUDING REASONABLE
ATTORNEY’S FEES, LITIGATION AND INVESTIGATION EXPENSES, AND
COURT COSTS) ARISING OUT OF OR RESULTING IN WHOLE OR IN PART FROM
TENANT’S USE, HANDLING, TREATMENT, STORAGE, DISPOSAL, DISCHARGE
OR TRANSPORTATION OF HAZARDOUS MATERIALS ON OR AT THE PREMISES
OR AIRPORT, THE VIOLATION OF ANY ENVIRONMENTAL LAW BY TENANT
OR THE FAILURE OF TENANT TO COMPLY WITH THE TERMS, CONDITIONS
AND COVENANTS OF THIS ARTICLE 21 OR THIS LEASE.

21.05 Stormwater Requirements.  Tenant acknowledges that the Airport is
subject to the National Pollution Discharge Elimination System Program (“NPDES”),
federal Stormwater Regulations (40 C.F.R. Part 122) and the Texas Pollution Discharge
Elimination System Program (“TPDES”). In its operations at the Premises and Airport,
Tenant shall comply with Applicable Law, including NPDES, TPDES, federal and state
Stormwater Regulations, including any permits thereunder, and the applicable SWPPP,

21.06 Sustainability. Tenant shall comply with Applicable Laws pertaining to
recycling, energy and natural resource conservation and management. Owner’s Universal
Recycling Ordinance (Ordinance No. 20130425-007), as it will be implemented, and all
City ordinances and rules that pertain to recycling, energy and natural resource
conservation, as such ordinances and rules are currently established, or as may be amended
or developed and implemented, shall apply to the Premises and Tenant shall comply with
such ordinances and rules. Tenant shall comply with all Airport rules, regulations, policies
and operating procedures, as approved by the Director, that pertain to recycling, energy and
natural resource conservation, and management at the Airport, as currently established, or
as may be amended or developed and implemented.

21.07 Survival. The covenants, conditions and indemnities in this Article 21
shall survive the expiration or earlier termination of this Lease.

21.08 Hazardous Materials. Tenant shall not allow the release, spill, discharge,
leak, emission, injection, escape, migration or dumping in, on, about, from or adjacent to
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the Premises (including storm drains, sanitary sewer system, surface waters, soils,
underground waters or air) of any Hazardous Material or other deleterious substance in any
manner by any Tenant Environmental Party in violation of the Pollution Prevention Plan,
the SPCC Plan, any City codes and standards, any City environmental permit or any of the
Environmental Laws. Tenant shall make available to Owner upon request copies of all
material safety data sheets for all Hazardous Materials used or stored on the Premises by
any Tenant Environmental Party and Tenant’s U.S. Environmental Protection Agency
waste generator number and generator annual hazardous waste reports. Tenant shall
provide Owner with copies of any environmentally related regulatory permits or approvals
(including revisions or renewals) and any material written report or notice Tenant receives
from, or provides to, any Governmental Authority in connection with the handling of
Hazardous Materials on the Premises by any Tenant Environmental Party or the presence,
or possible presence, of any Hazardous Material in, on, about, from or adjacent to the
Premises. Tenant is responsible to report to Owner any spills or emissions of Hazardous
Materials resulting from the acts or omissions of any Tenant Environmental Party in
accordance with City’s Spill Response Plan and to report to the appropriate governmental
authorities any spills or emissions of Hazardous Materials by any Tenant Environmental
Party that are above reportable quantities as defined by applicable Environmental Laws.

21.09 Storm Water Pollution Prevention Plan. Tenant shall either join the
Airport’s Storm Water Pollution Prevention Plan, or prepare and implement a SWPPP that
addresses measures in effect by Tenant to prevent pollution (specifically including storm
water) through appropriate pollution prevention and good housekeeping practices and to
control and perform immediate removal, investigation, remediation and restoration action
in the event of a release of a Hazardous Material or other deleterious material in connection
with the operation of the Premises during the Lease. Owner reserves the right to approve
or deny the Tenant prepared SWPPP. If applicable, Tenant’s SWPPP shall be (a) provided
to Owner not more than thirty (30) days after the Effective Date, and (b) updated to address
future changes in its activities upon the Premises. Such SWPPP shall be updated as needed
to address the operations and practices of Tenant. Tenant is responsible for ensuring
Airline compliance with storm water regulations at the South Terminal.

21.10 Spill Prevention, Control and Countermeasure Plan. Tenant shall
determine whether Section 112.7 of Title 40 of the Code of Federal Regulations is
applicable to the Premises and its operations, and whether Tenant is required to prepare a
Spill Prevention, Control and Countermeasure Plan (“SPCC Plan”). This determination
must be submitted to Owner for approval. Preparation of an SPCC Plan shall be the
responsibility of Tenant. Any SPCC Plan must be certified by a licensed professional
engineer in accordance with all Applicable Laws (specifically including any applicable
Environmental Laws).

21.11 Violation of Environmental Laws. If Tenant, or the Premises as a result of
an act or omission of a Tenant Environmental Party, is in violation of any Environmental
Law concerning the presence or use of Hazardous Materials or the handling or storing of
hazardous wastes, Tenant shall promptly take such action as is necessary to mitigate and
correct the violation. If Tenant does not act in such a manner, Owner reserves the right, but
not the obligation, to come onto the Premises, to act in place of Tenant (and Tenant hereby
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appoints Owner as its agent for such purposes) and to take such action as Owner deems
necessary to ensure compliance or to mitigate the violation. If Owner has a reasonable
belief that a Tenant Environmental Party is in violation of any of the Environmental Laws,
or that a Tenant Environmental Party’s acts or omissions present a threat of violation or a
threat of damage to the Premises, Owner reserves the right to enter onto the Premises and
take such corrective or mitigating action as it deems necessary. Interest shall accrue on all
unpaid sums at the Contract Rate.

21.12 Inspection; Test Results. Owner shall have access to the Premises to
conduct (but shall have no obligation to conduct) environmental inspections, including an
Environmental Audit, and Tenant shall permit Owner access to the Premises for the
purpose of conducting environmental testing; provided, however, except in the event of any
real or threatened emergency, (a) such environmental testing by Owner shall occur only
during normal business hours, or at such other times as Tenant shall reasonably approve;
(b) Owner must provide notice to Tenant of its intention to conduct such tests at least five
(5) Business Days prior to such date of testing; (c) such testing shall not unreasonably
interfere with Tenant” normal business operations; and (d) any damages to the Premises
caused by the environmental testing conducted by Owner shall be repaired by Owner at its
sole cost and expense. Unless required by Applicable Law, Tenant shall not conduct or
permit others to conduct environmental media testing on the Premises without first
obtaining City’s prior consent. Tenant shall promptly inform Owner of the existence of
any environmental study, evaluation, investigation or results of any environmental testing
conducted on the Premises whenever the same becomes known to Tenant, and Tenant shall
provide copies thereof to City.

21.13 Removal of Hazardous Materials. Prior to its vacation of the Premises,
and in addition to all other requirements under this Lease, Tenant shall remove and
remediate any Hazardous Materials stored, released, spilled, discharged, leaked, emitted,
injected, escaped or dumped in, on or about or adjacent to, or that has migrated from, the
Premises by a Tenant Environmental Party during the Term or Tenant’ possession of the
Premises as a result of any act or omission of any Tenant Environmental Party if such
Hazardous Material creates an Environmental Condition and shall demonstrate such
removal to the reasonable satisfaction of Owner. Owner shall specifically have the right to
insist on appropriate subsurface environmental investigations as part of any such
demonstration. With respect to the removal and remediation of any Hazardous Materials
on the Premises, Owner agrees that it will reasonably approve remediation criteria and
investigation, monitoring and remediation activities which comply with Environmental
Laws. To the extent that any remediation activities approved by Owner will occur after the
expiration or termination of this Lease, Owner will grant to Tenant a non-exclusive,
revocable license to access the Premises solely for the purpose of performing any such
removals or investigations required by this Section 21.13.

21.14 Remedies Not Exclusive. No remedy provided herein shall be deemed
exclusive. In addition to any remedy provided above, Owner shall be entitled to full
reimbursement from Tenant whenever Owner incurs any costs resulting from the use or
management of Hazardous Materials on the Premises by a Tenant Environmental Party,
including costs of remedial activities, fines or penalties assessed directly against Owner,
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injuries to third persons or other properties, and loss of revenues resulting from an inability
to re-lease or market property due to its environmental condition, even if such loss of
revenue occurs after the expiration or earlier termination of the Term.

21.15 Environmental Indemnity. IN ADDITION TO ALL OTHER
INDEMNITIES PROVIDED IN THIS LEASE, TENANT AGREES TO DEFEND,
INDEMNIFY AND HOLD OWNER AND ITS ELECTED AND NON-ELECTED
OFFICIALS, MEMBERS, MANAGERS, OFFICERS, AGENTS AND EMPLOYEES,
FREE AND HARMLESS FROM ANY AND ALL CLAIMS, CAUSES OF ACTION,
REGULATORY DEMANDS, LIABILITIES, FINES, PENALTIES, LOSSES, AND
EXPENSES, INCLUDING REMEDIAL COSTS (AND INCLUDING REASONABLE
ATTORNEYS’ FEES, COSTS AND ALL OTHER REASONABLE LITIGATION
EXPENSES WHEN INCURRED AND WHETHER INCURRED IN DEFENSE OF
ACTUAL LITIGATION OR IN REASONABLE ANTICIPATION OF LITIGATION),
ARISING FROM THE EXISTENCE OR DISCOVERY OF ANY HAZARDOUS
MATERIAL ON THE PREMISES, OR THE MIGRATION OF ANY HAZARDOUS
MATERIAL FROM THE PREMISES TO OTHER PROPERTIES OR INTO THE
SURROUNDING ENVIRONMENT, TO THE EXTENT ARISING OR RESULTING
FROM ANY ACT OR OMISSION OF A TENANT PARTY, WHETHER (A) MADE,
COMMENCED OR INCURRED DURING THE TERM, OR (B) MADE, COMMENCED
OR INCURRED AFTER THE EXPIRATION OR TERMINATION OF THE TERM IF
ARISING OUT OF EVENTS OCCURRING DURING THE TERM. TENANT’S
OBLIGATIONS UNDER THIS SECTION SHALL SURVIVE THE TERM.

21.16 Tenant Environmental Parties. Tenant shall include obligations
corresponding to those in this Article 21 in any written agreements with any Tenant
Environmental Party and expressly include Owner as a third party beneficiary of such
provisions, but nothing provided herein shall be deemed to make Tenant the principal,
employer or operator of any such party for purposes of any Applicable Law.
Notwithstanding the foregoing, Tenant is responsible for compliance with all applicable
Environmental Laws on the Premises.

21.17 Survival. The covenants, conditions and indemnities in this Article 21
shall survive termination of this Lease.

ARTICLE 22
INSURANCE

22.01 General. Tenant will, at its cost and expense, throughout the Term obtain
and maintain in full force and effect the policies of insurance applicable to Tenant’s use of
the Premises as described on Exhibit E, attached hereto. Insurance provided by Tenant
shall be primary coverage for all covered losses.

22.02 Waiver. Notwithstanding the provisions of Section 22.01, if Tenant has
used diligent efforts to procure, or cause to be procured, the insurance policies that are
required hereunder and if, despite such diligent efforts and through no fault of Tenant or its
principal subcontractor, coverage under any of the insurance policies or any of the required
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terms of such policies, including policy limits, are or become unavailable, or are available,
but not on commercially reasonable terms, Tenant shall give Owner written notice as soon
as possible. Owner shall grant Tenant an interim written variance from such requirements
under which Tenant shall procure and maintain alternative insurance packages and
programs that provide risk coverage as comparable to that which would have been provided
under such insurance policies as is available under then-existing insurance market
conditions and on commercially reasonable terms. Any reference herein to insurance
policies shall include a reference to any interim written variance therefrom granted to
Tenant hereunder. To establish that the insurance policies, or any of the required terms of
such policies, including policy limits, are not available on commercially reasonable terms,
Tenant shall bear the burden of proving to Owner’s reasonable satisfaction either that

@ the same is unavailable in the global insurance and reinsurance markets; or

(b) the premiums for the same have so materially increased over those
previously paid for the same coverage that such increased premiums are not justified by the risk
protection afforded.

22.03 Limits. The limits of insurance coverage specified in Exhibit E are stated
in 2015 dollars. No more often than once in any five (5) year period, Owner may, by
written notice to Tenant, increase the policy limits to offset the impact of inflation based
upon percentage changes in the CPI in order to maintain substantially the same level of
coverage as existed on the Effective Date of this Lease. Upon receipt of such written
notice from Owner under this Article 22, Tenant shall, subject to this Article 22, obtain the
increased insurance coverage within sixty (60) days, and provide Owner updated insurance
certificates.

22.04 Modification. Owner may at any time when it deems it to be reasonably
necessary and prudent, upon written request to Tenant, propose to delete or revise or
modify particular policy terms, coverages, conditions, limitations or exclusions, except
where policy terms, coverages, conditions, limitations or exclusions are established by
Applicable Law binding upon either of the Parties hereto or the underwriter of any such
policies. If Owner proposes such changes to the insurance requirements of this Lease, the
Parties agree to meet and negotiate in good faith mutually acceptable modifications to the
insurance requirements. Failure to agree on such changes shall not be deemed to be an
Owner Default or Tenant Default under this Lease.

22.05 Amendment Required. No changes to the insurance requirements of this
Article 22 shall be effective unless made in a duly authorized and executed amendment to
this Lease, except for (a) any interim variance referred to in Section 22.02, and (b) the
increased coverage limits referred to in Section 22.03.

22.06 Owner’s Right to Maintain. In the event that Tenant fails to obtain or
cause to be obtained or to maintain or cause to be maintained the insurance coverage
required by this Article 22, Owner, upon thirty (30) days prior notice to Tenant may (but
shall not be obligated to) obtain or maintain or cause to be obtained or maintained the
required insurance policies and pay or caused to be paid the premiums on the same. All

46



Case 1:22-cv-00770-RP Document 38-1 Filed 10/12/22 Page 57 of 98

amounts so advanced by Owner on Tenant’s behalf shall be reimbursed to Owner by
Tenant.

ARTICLE 23
INDEMNITY

23.01 General. TENANT SHALL INDEMNIFY AND HOLD HARMLESS
OWNER, ITS OFFICERS AND EMPLOYEES, AND REPRESENTATIVES,
SUCCESSORS AND ASSIGNS (THE “INDEMNIFIED PARTIES”), FROM ALL
LIABILITY, LOSS, CLAIMS, SUITS, ACTIONS AND PROCEEDINGS
WHATSOEVER (“CLAIMS”) THAT MAY BE BROUGHT OR INSTITUTED ON
ACCOUNT OF OR GROWING OUT OF ANY AND ALL INJURIES OR DAMAGES,
INCLUDING DEATH, TO PERSONS OR PROPERTY RELATING TO THE USE OR
OCCUPANCY OF THE PREMISES DURING THE TERM INCLUDING CLAIMS
THAT ARISE OUT OF OR RESULT FROM THE ACTIVE OR PASSIVE
NEGLIGENCE, OR SOLE, JOINT, CONCURRENT OR COMPARATIVE
NEGLIGENCE OF ANY OF THE INDEMNIFIED PARTIES AND REGARDLESS OF
WHETHER LIABILITY WITHOUT FAULT OR STRICT LIABILITY IS IMPOSED OR
ALLEGED AGAINST SUCH INDEMNIFIED PARTIES, AND ALL LOSSES,
LIABILITIES, JUDGMENTS, SETTLEMENTS, COSTS, PENALTIES, DAMAGES,
AND EXPENSES RELATING THERETO, INCLUDING, BUT NOT LIMITED TO,
ATTORNEYS” FEES AND OTHER ACTUAL OUT OF POCKET COSTS OF
DEFENDING AGAINST, INVESTIGATING, AND SETTLING THE CLAIMS.
NOTWITHSTANDING THE FOREGOING, TENANT’S OBLIGATIONS UNDER THIS
SECTION SHALL BE LIMITED TO THE PROPORTIONATE EXTENT
ATTRIBUTABLE TO TENANT, AND EXCLUDE CLAIMS TO THE
PROPORTIONATE EXTENT CAUSED BY THE GROSS NEGLIGENCE OR
WILLFUL MISCONDUCT OF INDEMNIFIED PARTIES, TO THE EXTENT THAT
THE CLAIMS ARE FINALLY JUDICIALLY DETERMINED TO BE AT LEAST 51%
ATTRIBUTABLE TO THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF
THE INDEMNIFIED PARTIES.

23.02 Defense of Claims. TENANT SHALL ASSUME ON BEHALF OF THE
INDEMNIFIED PARTIES AND CONDUCT WITH DUE DILIGENCE AND IN GOOD
FAITH THE DEFENSE OF ALL CLAIMS AGAINST ANY OF THE INDEMNIFIED
PARTIES. THE INDEMNIFIED PARTIES SHALL HAVE THE RIGHT (BUT NOT
THE OBLIGATION) TO PARTICIPATE, AT THEIR OWN EXPENSE, IN THE
DEFENSE OF ANY CLAIM OR LITIGATION WITH ATTORNEYS OF THEIR OWN
SELECTION WITHOUT RELIEVING TENANT OF ANY OBLIGATIONS IN THIS
Article 23 OR COMPROMISING TENANT’S RIGHT CONDUCT SUCH DEFENSE. IN
NO EVENT MAY TENANT ADMIT LIABILITY ON THE PART OF AN
INDEMNIFIED PARTY WITHOUT THE WRITTEN CONSENT OF THE CITY
ATTORNEY.

23.03 Maintenance of Insurance. MAINTENANCE OF THE INSURANCE
REFERRED TO IN THIS LEASE DOES NOT AFFECT TENANT’S OBLIGATIONS
UNDER THIS Article 23.
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23.04  Subcontractors. TENANT SHALL REQUIRE ITS SUBCONTRACTORS
TO INDEMNIFY OWNER, AS PROVIDED IN THIS SECTION AND AS PERMITTED
UNDER APPLICABLE LAW.

ARTICLE 24
DISADVANTAGED BUSINESS ENTERPRISES,
M/WBE PROCUREMENT PROGRAM AND WAGE RATES

24.01 Disadvantaged Business Enterprise (DBE) Procurement Program. Tenant
shall develop and implement a disadvantaged enterprise program for any Covered
Improvements including the Rehabilitation Project. In connection therewith, Tenant and its
prime contractor(s) will work with the SMBR to identify qualified DBE subcontractors and
notify such subcontractors of potential contracting opportunities, and to track and report
DBE participation in such contracts to SMBR. Tenant shall provide Owner with a copy of
Tenant’s DBE program. Tenant shall provide Owner with a simultaneous copy of all DBE
reports submitted by Tenant to the SMBR and other applicable Governmental Authorities.

24.02  Minority and Women Business Enterprises. Tenant shall substantially
comply with the requirements of the City Code Chapters 2-9(A), 2-9(B), 2-9(C), and 2-
9(D) (Minority-Owned and Female-Owned Business Enterprise Procurement Program). It
is Owner’s policy to ensure that Minority-owned and Women-owned Business Enterprises
(“MWBE”) have the full opportunity to compete for and participate in Owner contracts.
The policies and objectives of City Code Chapters 2-9(A), 2-9(B), 2-9(C), and 2-9(D) are
incorporated into this Lease. Tenant shall develop and implement a MWBE Procurement
Program (“MWBE Program”), which shall substantially comply with City Code Chapters
2-9(A) and 2-9(B) in the design and construction of the South Terminal. The current annual
gender, ethnic-specific design and construction goals contained in City Code Chapters 2-
9(A) and 2-9(B) are set forth on Exhibit F attached hereto and made a part hereof. The
MWABE Program shall be incorporated into and made a part of this Lease for all purposes.
If Tenant receives a notice of any violation of the MWBE Program, Tenant shall diligently
work to cure such violation as is required and cooperate with Owner to correct such
violations.

@) MWABE Reporting. Within forty-five (45) days from the Effective Date of
this Lease, Tenant shall provide Owner with a copy of Tenant’s MWBE Program, and thereafter,
Tenant shall provide monthly reports on progress toward meeting the MWBE participation goals
on forms to be provided by Owner. Tenant may also be required to provide periodic reports to
SMBR Citizen Advisory Committee regarding MWBE participation. Tenant shall maintain
records showing (a) construction contracts and agreements with MWBES, and (b) specific efforts
to identify and award construction contracts and agreements to MWBES.

(b) Outreach. In an effort to meet the gender and ethnic-specific MWBE
utilization goals, Tenant shall implement an outreach program designed to solicit participation of
MWBEs. These outreach efforts should also target small businesses generally. Tenant may seek
the assistance of SMBR in these outreach efforts.
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(© Supplier Diversity Policy. Within ninety (90) days after the Effective
Date, Tenant shall submit to Owner a reasonable supplier diversity policy which will not conflict
with the MWBE Program regarding Tenant’s procurement of materials and services to be used
exclusively at the Premises which may be reasonably modified from time to time by the Tenant,
provided the policy and all modifications are approved by SMBR.

24.03 Worker Safety. Tenant shall also comply with, and require its contractors
and subcontractors to comply with, “Third Party Resolution” Worker Safety requirements
pursuant to City Ordinance No. 20110728-106 throughout the construction, improvement,
renovation, restoration, replacement and/or alteration of the South Terminal.

24.04 Wage Rates/Prevailing Wage. Tenant shall comply with, and require its
contractors supplying construction labor or materials to the South Terminal to comply with,
the City’s prevailing wage requirements throughout solicitation of any construction
contract or procurement of services for the construction of the South Terminal as described
in this Lease. Owner has adopted the general prevailing rate of per diem wages established
by the U.S. Department of Labor for work of similar character in the locality in which the
work is performed as the minimum per diem wages to be paid in connection with a city
public improvement project for the construction of public buildings. The rates Owner pays
are the rates in effect for Travis County at the time Owner advertises these projects for bid.
Resolution No. 20080605-047 adopts these same wage rates for public-private projects,
such as the project contemplated by this Lease in which Owner is a participant.

24.05 Living Wage. Tenant shall ensure all personnel are paid the City’s Living
Wage in accordance with the policy set forth in City Council Resolution No. 20141016-
035, or as may subsequently be amended. Tenant shall pay the City’s current living wage
rate for all of its workers at the South Terminal and such living wage rate shall be adjusted
annually to reflect the City’s new living wage rate that results from applying the cost of
living index in accordance with City Council Resolution No. 20141016-035 or as may
subsequently be amended.

ARTICLE 25
CAPITAL RECOVERY PAYMENT

25.01  Capital Recovery Payment. If at any time within the first six (6) years
after the Effective Date, a Capital Recovery Event (as hereinafter defined) occurs, Tenant
will notify Owner within six (6) months of the date any such Capital Recovery
Event occurs (any such notice, a “Capital Recovery Notice”). If following delivery of any
such Capital Recovery Notice, Owner and Tenant are unable to cure the Capital Recovery
Event within six (6) months after receipt by Owner of such Capital Recovery Notice,
Tenant may terminate this Lease upon one hundred twenty (120) days advance written
notice to Owner, after which Owner will commence making the Capital Recovery Payment
to Tenant in the following manner: the Capital Recovery Payment, which shall not in any
event exceed ELEVEN MILLION AND NO/100 DOLLARS ($11,000,000.00), shall be
paid in four equal installments at each quarter-end of Owner’s fiscal year following the
termination of this Lease, commencing on the March 31, June 30, September 30 or
December 31 immediately following the date this Lease is terminated, and such amounts,
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to the extent of available funds, shall be paid out of lawfully available City of Austin
Department of Aviation revenues, provided, that available Department of Aviation
revenues shall not include funds raised or to be raised by taxation. For the avoidance of
doubt, the payment of the Capital Recovery Payment is subject to the prior payment of any
obligations then due and payable under any Bonds now or hereafter outstanding which are
the subject of Article 39. For the avoidance of doubt, the four installment payments may
straddle more than one fiscal year. Upon termination of this Lease, Owner will either
assume operations of the South Terminal or Owner will close the South Terminal and the
Airlines operating out of the South Terminal will be allowed to operate at the North
Terminal. This Article 25 and Tenant’s right to demand or make a claim against Owner
based on this Article 25 for the Capital Recovery Payment shall expire on the sixth
anniversary of the Effective Date. The City Council of Owner approved the potential
Capital Recovery Payment set forth in this Section at its August 27, 2015 meeting.

25.02 Capital Recovery Event. A “Capital Recovery Event” shall occur if the
Enplaned Passenger level at the South Terminal falls below, for any preceding twelve (12)-
month period, with the first such period ending on the first anniversary of the
Commencement of Operations Date, or is projected to fall below for a succeeding twelve
(12)-month period, 200,000 Enplaned Passengers because any or all of the Airlines: (a)
have failed to achieve such service levels; (b) have reduced service or provided notification
of a reduction in service at the South Terminal; (c) have failed to have a fully executed
Terminal Use Agreement(s) with Tenant, in full force and effect, and without default; or
(d) have failed to have a fully executed Airfield Use Agreement with Owner, in full force
and effect, and without default.

ARTICLE 26
LAWS AND GRANT CONDITIONS

26.01 Grant Assurances. This Lease is subject to the provisions of any
agreement made between Owner and the United States Government relative to the
operation or maintenance of the Airport, the execution of which has been required as a
condition precedent to the transfer of federal rights or property to Owner for Airport
purposes, or the expenditure of federal funds for the development of the Airport, including
the expenditure of federal funds for the development of the Airport in accordance with the
provisions of the FAA’s Airport Improvement Program, or in order to impose and use
passenger facilities charges under 49 U.S.C. Section 40117 or any successor thereto.

26.02 National Emergencies. This Lease shall be subject to whatever right the
United States Government now has or in the future may have or acquire, affecting the
control, operation, regulation and taking over of said Airport or the exclusive or
nonexclusive use of the Airport by the United States during a time of war or national
emergency.

26.03 Non-Discrimination and Affirmative Action. Tenant, for itself, its
successors and assigns, as a part of the consideration of this Lease, does hereby covenant
and agree that: (a) no person on the grounds of race, color, religion, sex, national origin or
ancestry, or age, shall be excluded from participation in, denied the benefits of, or
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otherwise be subjected to discrimination in the use of the Premises; (b) in the construction
of any improvements on, over or under such land and the furnishing of services thereon, no
person on the grounds of race, color, religion, sex, national origin or ancestry or age, shall
be excluded from participation in, denied the benefits of, or otherwise be subjected to
unlawful discrimination; (c) Tenant shall use the Airport facilities in compliance with all
other requirements imposed by, or pursuant to, 49 CFR Part 21 (Non-discrimination in
Federally Assisted Programs of the Department of Transportation), as said regulations may
be amended; and (d) Tenant assures that it will undertake an affirmative action program as
required by 14 CFR Part 152, Subpart E (Non-discrimination Airport in Aid Program), to
ensure that no person shall on the grounds of race, color, religion, national origin or
ancestry, sex, age or physical or mental handicap be excluded from participating in any
employment activities covered in 14 CFR Part 152, Subpart E, or such employment
activities covered in Chapter 5-3 of the Austin City Code. Tenant assures that no person
shall be excluded on these grounds from participating in or receiving the services or
benefits of any program or activity covered by this Section 26.03. Tenant assures that it
will require that any covered subtenant similarly will undertake affirmative action
programs and that the subtenant will require assurance from the subtenant’s sub-subtenants,
as required by 14 CFR Part 152, Subpart E, to the same effect. Tenant agrees to post, in
conspicuous places available to employees and applicants for employment notices to be
provided setting forth the provisions of this nondiscrimination clause.

26.04 Public Accommodation Laws. Tenant covenants that it shall comply with
Applicable Laws governing non-discrimination in public accommodations and commercial
facilities, including the requirements of the Americans with Disabilities Act of 1990, as
amended (the “ADA”) and all regulations thereunder, and that the Premises shall remain in
compliance with such Applicable Laws throughout the Term.

26.05 Compliance with Laws. In its use and occupancy of the Premises, Tenant
shall comply with all Applicable Laws and all Airport rules and regulations. Tenant shall
not do or permit anything to be done in, on or at the Premises that would constitute a public
or private nuisance.

26.06 Lighting, Electrical and Radio Interference. Tenant shall not permit or
create any electrical or other interference with radio communications between the Airport
and aircraft. Tenant may not install any lighting on the Premises that would make it
difficult for pilots to distinguish between Airport lights and those of Tenant, impair
visibility in the vicinity of the Airport or otherwise endanger landing, taking off or
maneuvering of aircraft. Tenant shall coordinate the use of radio frequencies by Tenant, or
any Airline, ground handler or other person occupying the South Terminal, with Owner
prior to implementation to avoid interference with existing radio communications at the
Airport.

26.07 Amendment. In the event that the FAA, the TSA or any other
Governmental Authority of competent jurisdiction other than Owner shall require any
modifications or changes in this Lease as a condition precedent to the granting of funds for
the improvement of the Airport to use or impose PFCs, or if it is necessary to modify this
Lease to comply with the requirements of Applicable Law, including regulations, orders
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and decisions of the FAA, the TSA or such other Governmental Authority, Owner shall
notify Tenant in writing. If the Parties are unable to agree upon and execute a suitable
amendment within the time frame required by the Governmental Authority, Tenant agrees
that Owner may unilaterally modify this Lease, upon advice of its legal counsel, as may
reasonably be required to obtain such funds, to use or impose PFCs or comply with
Applicable Law. Nothing herein shall preclude Tenant from contesting such orders or
decisions, but Tenant shall abide by the unilateral modification by Owner until such time, if
any, as such Governmental Authority’s requirement is stayed, rescinded or invalidated as
long as such stay, rescission or invalidation remains in effect. In no event will Tenant be
required, pursuant to this Section 26.07, to pay Rent greater than specified herein.

26.08 Airport Development. Owner reserves the right to develop and improve
the Airport and all roadways, terminal facilities, land areas and taxiways and any other
facilities at the Airport for aviation or aeronautical purposes as it deems necessary or
appropriate in its absolute discretion, subject only to Applicable Law and the express
provisions of this Lease, including in Section 2.03 and Article 15.

26.09 Economic Nondiscrimination. Tenant shall make the South Terminal
available to all users thereof on reasonable, and not unjustly discriminatory basis, and shall
charge reasonable, and not unjustly discriminatory, rates and charges for the use of the
South Terminal, provided that Tenant may make available reasonable and
nondiscriminatory discounts, rebates or similar types of price reductions or modifications
for volume users.

ARTICLE 27
AVIGATION RIGHTS

27.01 General. Tenant understands and acknowledges that the Premises are
located between two active airport runways, that the Premises are subject to overflights of
aircraft taking off or landing at the Airport, and that the Premises are currently, and will in
the future, be subject to aircraft noise levels of DNL 65dB or greater, as well as vibration,
air pollution and other effects from the flight of aircraft near or over the Premises.

27.02 Owner’s Reservation of Rights. Owner reserves the right of flight for the
passage of aircraft above the surface of the Premises, and such right of flight shall include
the right to cause in such airspace such noises as may be inherent to the operation of
aircraft now known or hereafter used for navigation of or flight in the air; and Owner
reserves the right to use said airspace for landing at, taking off from or operating aircraft on
or over said Airport.

27.03 Waiver. Tenant agrees that Owner shall not be liable for any damage to
the Premises arising out of the operation of aircraft in air space above the Premises or other
property in the vicinity of the Premises.
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ARTICLE 28
TENANT DEFAULT AND REMEDIES

28.01 Default by Tenant. Each of the following shall be deemed a default by
Tenant (“Tenant Default”) hereunder and a material breach of this Lease:

@) Tenant shall fail to pay the amount of any installment of Rent or other sum
payable by Tenant under this Lease when due, in accordance with the terms of this Lease, and
such failure shall continue for twenty (20) days after delivery by Owner to Tenant of written
notice specifying such failure;

(b) Tenant shall fail to commence or complete the Rehabilitation Project and
the reactivation of the South Terminal in accordance with, and subject to the conditions set forth
in, Article 10, and Tenant shall fail to cure such failure within thirty (30) days after delivery by
Owner to Tenant of written notice specifying the failure; provided, however, if the failure is
curable, but not capable of being cured within such thirty (30)-day period, Tenant Default shall
not occur under this subsection unless Tenant fails to commence such cure of during such thirty
(30)-day period and thereafter fails to diligently and continuously pursue the cure to its
completion;

(c) Tenant shall abandon, desert or vacate the Premises, after the
commencement of the Rehabilitation Project, for a period of thirty (30) days, for any reason
excluding, for the avoidance of any doubt, an event of Force Majeure or Owner Default or
authorized construction, repairs or maintenance, and the Premises remain abandoned, deserted or
vacant for a period of thirty (30) days after delivery by Owner to Tenant of written notice
thereof;

(d) Tenant shall fail to keep, perform or observe any other non-monetary
material covenant, agreement, term or provision contained in this Lease to be kept or performed
by Tenant hereunder or thereunder, and Tenant shall fail to cure such failure within thirty (30)
days after delivery by Owner to Tenant of written notice specifying the failure; provided,
however, if the failure is curable, but not capable of being cured within such thirty (30)-day
period, Tenant Default shall not occur under this subsection unless Tenant fails to commence
such cure of during such thirty (30)-day period and thereafter fails to diligently and continuously
pursue the cure to its completion;

(e) An involuntary petition shall be filed against Tenant under applicable
bankruptcy law, or a receiver of Tenant, or of all or substantially all of the property of Tenant,
shall be appointed without acquiescence, and such petition or appointment shall not discharged
or stayed within sixty (60) days after the happening of such event;

()] Tenant shall make an assignment of its interest in the Premises for the
benefit of creditors or shall file a voluntary petition under applicable bankruptcy law, or seek
relief under any other law for the benefit of debtors; or

(0) Any representation or warranty made by Tenant in Section 36.02 of this
Lease shall be materially false, misleading or inaccurate when made, except where such incorrect
representation or warranty is capable of being cured and is in fact remedied within thirty (30)
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days after notice thereof is given by Owner to Tenant; provided, however, if the failure is
curable, but not capable of being cured within such thirty (30)-day period, Tenant Default shall
not occur under this subsection (g) unless Tenant fails to commence such cure during such thirty
(30)-day period and thereafter fails to diligently and continuously pursue the cure to its
completion.

28.02 Remedies of Owner. If a Tenant Default occurs, Owner may at any time
thereafter and without waiving any other rights hereunder or available to Owner at law or
in equity (Owner’s rights being cumulative), do any one or more of the following, subject
to all defenses, counterclaims, and set offs available to Tenant under Applicable Law:

@ Owner may terminate this Lease by giving Tenant written notice thereof,
in which event this Lease and the leasehold estate hereby created and all interest of Tenant and
all parties claiming by, through or under Tenant shall automatically terminate upon the effective
date of such notice; and Owner, its agents or its representatives may, without further demand or
notice, reenter and take possession of the Premises and remove all persons and property
therefrom with or without process of law, without being deemed guilty of any manner of trespass
and without prejudice to any remedies for arrears of Rent or existing breaches hereof.

(b) Owner may terminate Tenant’s right to possession of the Premises and
enjoyment of the rents, issues and profits therefrom without terminating this Lease or the estate
created hereby, reenter and take possession of the Premises, change the locks, and remove all
persons and property therefrom (except for subtenants or users permitted by the terms of this
Lease, including Airlines operating under Terminal Use Agreements), with or without process of
law, without being deemed guilty of any manner of trespass and without prejudice to any
remedies for arrears of Rent or existing breaches hereof. If Owner retakes possession of the
Premises as provided herein, Owner shall have no obligation to tender to Tenant new keys or
other entry devices to any new locks installed in the Premises, and Owner may lease, manage
and operate the Premises and collect the rents, issues and profits therefrom for the account of
Tenant, and credit to the satisfaction of Tenant’s obligations hereunder such amounts thus
received, after deducting therefrom all reasonable actual out of pocket third party costs and
expenses of repossessing, leasing, managing and operating the Premises. If such net amounts so
received by Owner exceed the amounts necessary to satisfy all of Tenant’s obligations under this
Lease, Owner shall nevertheless retain such excess. In no event shall Owner be liable for failure
to so lease, manage or operate the Premises or collect the rentals due under any subleases, and
any such failure shall not reduce Tenant’s liability hereunder. If Owner elects to proceed under
this Section 28.02, it may at any time thereafter elect to terminate this Lease.

(©) Owner shall have the right, but not the obligation, without judicial process
and without incurring any liability therefor, to enter upon the Premises and perform any
obligation under this Lease that Tenant has failed to perform. Performance by Owner shall not
cure a Tenant Default, and all costs and expenses incurred by Owner in performing such
obligations of Tenant shall be payable by Tenant to Owner as Additional Rent within thirty (30)
days from invoice date, provided that such costs and expenses shall not exceed the actual out-of-
pocket costs to complete such obligation, plus a twenty (20)% administrative fee.
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(d) Owner may exercise any other right or remedy available to Owner under
this Lease or at law or in equity.

(e) All Rent and other sums not paid on or before the date due shall bear
interest at the Contract Rate from and after the date due; provided, however, that nothing herein
shall operate or be construed to obligate Tenant to pay sums which are subject to applicable
usury law which, taken together, exceed the maximum non-usurious amount or rate.

()] Owner may, at Owner’s election, either (i) purchase all Trade Fixtures at a
cost equal to Tenant’s unamortized cost of such Trade Fixtures, depreciated on a straight line
basis over the lesser of the original Term or the useful life of such Trade Fixtures, or (ii) lease
such Trade Fixtures at a fair market rental for such Trade Fixtures for a period of up to a
maximum of three (3) years. Owner shall provide notice of its election to either purchase or
lease such Trade Fixtures on or before the date the Lease will terminate. Within twenty (20)
days after receipt of Owner’s notice of intent to purchase or lease the Trade Fixtures, Tenant
shall respond in writing with, as applicable, its calculation of the purchase price of the Trade
Fixtures determined in accordance with this subsection, or its calculation of the fair market rental
value of the Trade Fixtures. Tenant may not include any rent for the land or for any Trade
Fixtures owned, installed or otherwise paid for or provided by Owner. If the Parties are unable
to agree upon such purchase price or fair market rental for the Trade Fixtures, the Parties shall
attempt to determine such purchase price or fair market rental pursuant to the process set forth in
Article 40. If the process set forth in Article 40 is unsuccessful, and the Parties cannot agree on a
subsequent process to resolve their differences, the remedies set forth in this Section 28.02(f)
shall not be available to Owner.

28.03 Additional Rights of Owner. To the extent that Tenant fails to keep,
perform or observe any covenant, agreement, term or provision of this Lease, whether or
not such failure is excused by any applicable cure periods, and such failure continues for a
period of thirty (30) days after delivery by Owner to Tenant of written notice specifying
such failure, or upon repeated failure of Tenant to keep, perform or observe any covenant,
term or provision of this Lease, Tenant shall, upon written request by Owner, cause a
senior representative (Senior Vice President or higher) of Tenant to meet and confer with
Owner, either in person or via teleconference, within ten (10) business days after receipt of
such written request, to address such failure and, where necessary, formulate an action plan
to ensure future compliance under the Lease.

ARTICLE 29
OWNER DEFAULT AND REMEDIES

29.01 Default by Owner. The following shall be deemed a default by Owner
(“Owner Default) and a material breach of this Lease:

@) Owner shall fail to pay the amount of any sum payable by Owner under
this Lease, including under Section 18.06, when due in accordance with the terms of this Lease,
and such failure shall continue for twenty (20) days after delivery by Tenant to Owner of written
notice specifying such failure;
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(b) Owner shall fail to keep, perform or observe any other non-monetary
material covenant, agreement, term or provision contained in this Lease to be kept or performed
by Owner hereunder or thereunder, and Owner shall fail to cure such failure within thirty (30)
days after delivery by Tenant to Owner of written notice specifying the failure; provided,
however, if the failure is curable, but not curable within such thirty (30)-day period, an Owner
Default shall not occur unless Owner fails to commence the cure of the failure during such thirty
(30)-day period and thereafter fails to diligently and continuously pursue the cure to its
completion; or

(c) Any representation or warranty made by Owner in Section 36.01 of this
Lease shall be false or materially misleading or inaccurate when made in any material respect,
except where such incorrect representation or warranty is capable of being cured and is in fact
cured within thirty (30) days after notice thereof is given by Tenant to Owner; provided,
however, if the failure is curable, but not curable within such thirty (30)-day period, an Owner
Default shall not occur unless Owner fails to commence the cure of the failure during such thirty
(30)-day period and thereafter fails to diligently and continuously pursue the cure to its
completion.

29.02 Tenant’s Remedies. If an Owner Default occurs, Tenant may at any time
thereafter and without waiving any other rights hereunder or available to Tenant at law or
in equity (Tenant’s rights being cumulative), do any one or more of the following, subject
to all defenses, counterclaims, and set offs available to Owner under Applicable Law:

@) Tenant may terminate this Lease by giving Owner written notice thereof,
in which event this Lease and the leasehold estate hereby created and all interest of Tenant and
all parties claiming by, through or under Tenant shall automatically terminate upon the effective
date of such notice; and Tenant shall thereafter be released of all other duties, obligations and
responsibilities with respect to this Lease.

(b) If Tenant exercises its right to termination under clause (a) above, Tenant
may pursue a cause of action against Owner for its actual damages, which will be deemed to be
equal the Fair Market Value of its Tenant’s Interest.

(©) Tenant shall have the right, but not the obligation, without judicial process
and without incurring any liability therefor, to perform any obligation under this Lease that
Owner has failed to perform, upon ten (10) business days advance written notice, or prompt
notice after incurrence in the case of any action necessary to protect public health or safety, to
Owner. Performance by Tenant shall not cure the Owner Default, and all actual and verifiable
costs and expenses incurred by Tenant in performing such obligations of Owner shall be payable
by Owner to Tenant.

(d) Tenant may, at Tenant’s election, cause Owner to purchase all Trade
Fixtures at a cost equal to the greater of (i) Tenant’s unamortized cost of such Trade Fixtures or
(ii) the appraised value of such Trade Fixtures. Tenant shall provide notice of its election on or
before the date the Lease will terminate. In such notice, Tenant shall provide Owner with its
calculation of the purchase price of the Trade Fixtures, determined in accordance with this
subsection. If the Parties are unable to agree upon such purchase price for the Trade Fixtures,
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the Parties shall attempt to determine such purchase price pursuant to the process set forth in
Article 40. If the process set forth in Article 40 is unsuccessful, and the Parties cannot agree on a
subsequent process to resolve their differences, the remedies set forth in this Section 29.02(d)
shall not be available to Tenant.

(e) Tenant may exercise any other right or remedy available to Tenant under
this Lease or at law or in equity.

()] Tenant may deduct and set off against the Rent owed by Tenant under this
Lease the amount of any damages for any Owner Default.

(9) Tenant may seek specific performance and injunctive relief from a court
of competent jurisdiction as a remedy for any Owner Default.

ARTICLE 30
SURRENDER OF PREMISES

30.01 Condition of Premises.

@ Upon the expiration or earlier termination of this Lease, or of any renewal
or extension hereof, Tenant shall peaceably quit, deliver up and surrender the Premises, in good
order, repair and condition, subject to the provisions of Article 32 and Article 33 below. Tenant
shall restore the Premises (including all improvements to the Premises) and make such repairs as
may be necessary to restore the Premises to (i) at least substantially the same condition as the
Premises were in on the Commencement of Operations Date, (ii) the condition of the Premises
maintained by Tenant under Section 10.04 above and (iii) minimum standards adopted by Owner
under Section 17.02 above, reasonable wear and tear and Owner-authorized improvements
excepted. At Owner’s written request, Tenant shall remove all goods, equipment or personal
property owned by Tenant on the Premises; subject, however, to any valid lien that Owner may
have thereon for unpaid Rent, fees or charges.

(b) Upon termination or expiration of this Lease, Tenant shall transfer all
right, title and interest in and to the Premises, including all improvements, to Owner without
additional payment or cost; provided, however, that Tenant will retain all right, title and interest
in and to any Trade Fixtures and Tenant shall be entitled to remove and dispose of such Trade
Fixtures, subject to Owner’s rights under Section 28.02(f). In the event of a termination of this
Lease by Tenant as the result of an Owner Default, Tenant shall retain Tenant’s Interest until all
amounts, if any, agreed or adjudicated to be payable by Owner on such termination are paid in
full, or Owner has posted a bond sufficient to pay such amounts; provided, however Tenant may
not conduct any business on the Premises after termination. For the avoidance of doubt, Tenant
shall not be required to conduct any investigation, remediation, corrective action or other
activities in connection with any Environmental Conditions on the Premises, except to the extent
required under Article 20 or Article 21 above.

30.02 Repossession and Holding Over. Upon such expiration or termination,
Owner may, without further notice, enter upon, reenter, possess and repossess itself of the
Premises by summary proceedings, ejectment or otherwise, and may have, hold, and enjoy
the Premises and all rental and other income therefrom, free of any claim by Tenant with
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respect thereto. If Tenant does not surrender possession of the Premises at the end of the
Term, such action shall not extend the Term, Tenant shall be a tenant at sufferance, and
during such time of occupancy Tenant shall pay to Owner, as damages, an amount equal to
one hundred fifty percent (150%) of the then current Rent. Owner shall not be deemed to
have extended the Term, other than by execution of a written agreement specifically so
stating.

30.03 Tenant’s Personal Property. Except as otherwise expressly provided in
this Lease, Tenant’s Trade Fixtures, furnishings, signs, temporary buildings and equipment
located on, in or at the Premises, shall remain Tenant’s property for all purposes and,
subject to Section 28.02(f), shall be removed by Tenant upon expiration or earlier
termination of the Term. Tenant shall repair, at its sole expense, all damage to the
Premises caused by such removal.

ARTICLE 31
FORCE MAJEURE

31.01 General. The failure of Tenant or Owner to perform its obligations
hereunder shall be excused, to the extent, and for the period of time, such failure is caused
by the occurrence of an event of Force Majeure. Force Majeure shall mean acts and events
not within the control of the Party claiming suspension, and which that Party has been
unable to avoid or prevent by the exercise of due diligence. Events of Force Majeure
include: Acts of God; strikes, lockouts or other industrial disputes; inability to obtain
material, equipment or labor; epidemics, civil disturbances, acts of domestic or foreign
terrorism, wars, riots or insurrections; landslides, lightning, earthquakes, fires, storms,
floods or washouts; arrests and restraint of rulers and people; interruptions by government
or court orders; present or future orders of any Governmental Authority having proper
jurisdiction and authority (unless arising out of a breach of Applicable Law by the Party
asserting Force Majeure); failure to obtain or delay in obtaining any Governmental
Approval from any Governmental Authority; explosions; breakage or accident to
machinery; and the exercise of any rights of the United States Government affecting the
control, operation, regulation and taking over of the Airport or the exclusive or
nonexclusive use of the Airport by the United States during a time of war or national
emergency as set forth in Section 26.02. Force Majeure does not include economic or
market conditions which affect a Party’s cost, but not its ability, to perform. The Party
invoking Force Majeure shall give prompt, timely and adequate notice to the other Party,
by electronic mail or telephone confirmed promptly thereafter in writing, and shall use due
diligence to remedy the event of Force Majeure, as soon as reasonably possible. Nothing
contained herein shall be construed to require a Party to settle a strike or other labor dispute
against its will.

31.02 Impairment of Use. To the extent a Force Majeure impairs Tenant’s use
of the Premises, in whole or in part, Tenant’s and Owner’s obligations to make payments to
each other in accordance with this Lease shall be proportionately reduced, in whole or in
part, respectively, during the term of such Force Majeure. In addition, to the extent a Force
Majeure’s duration is in excess of ninety (90) days, the Term will be extended by the length
of such Force Majeure in excess of ninety (90) days. Any right of either Party to terminate
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this Lease shall be suspended for so long as the act, omission or other event or
circumstance giving rise to such right is excused by an event of Force Majeure, provided
that such Force Majeure does not continue for more than six (6) months. To the extent that
any Force Majeure’s duration is in excess of six (6) months, Tenant may elect to terminate
this Lease.

ARTICLE 32
INSPECTION

32.01 Owner’s Right to Inspect. When no state of emergency exists, after two
(2) business days’ notice to Tenant, Owner may enter upon the non-public areas of the
Premises during normal operating hours in order to inspect same. Owner may enter upon
all public areas of the Premises at any time without notice during normal business hours.
In an emergency, Owner may enter upon the Premises at any time and without notice to
Tenant. Owner will use reasonable efforts to minimize the disruption to Tenant resulting
from any such inspections.

ARTICLE 33
CASUALTY LOSS

33.01 Restoration Upon Casualty Loss. If the South Terminal, or any buildings,
terminals or leasehold improvements are wholly or partially destroyed or damaged by fire
or any other casualty (“Casualty”), Tenant shall cause the same to be restored and
reconstructed to the extent of available insurance proceeds (and such other proceeds, if any,
as are made available to Tenant by or through Owner), unless otherwise agreed by Owner,
in writing, and the following provisions shall apply:

@ The design of all portions of the South Terminal to be restored and
reconstructed shall meet the requirements of this Lease (including those set forth in Article 9
hereof) and Owner shall have the same rights of review, comment and approval with respect to
such design as it has hereunder for Covered Improvements;

(b) Restoration and reconstruction shall commence as soon as reasonably
feasible, but no later than six (6) months after the receipt of insurance proceeds available
therefor, and shall be pursued thereafter with all due diligence to completion;

(© Tenant shall use all available proceeds of Tenant’s casualty insurance for
the restoration and reconstruction of the South Terminal; and

(d) All proceeds from Tenant’s rental insurance or business interruption
insurance policies shall be the property of Tenant.

33.02 No Restoration Following Casualty Loss. If Tenant and Owner agree not
to restore and reconstruct the South Terminal, then either Party may elect to terminate this
Lease as to the portion of the Premises affected by the Casualty (as reasonably determined
by the Parties) upon thirty (30) days’ written notice to the other Party, and the following
provisions shall apply:
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@ with available insurance proceeds, Tenant shall establish reasonable
security for the Premises and, as soon as practicable, remove all debris resulting from the
Casualty and bring the Premises to a clean and safe condition;

(b) the insurance proceeds received under Tenant’s property insurance
policies as a result of the Casualty shall be applied, first in accordance with sub-clause (a) above,
and then to Tenant, to the extent of any remaining proceeds;

(c) all proceeds from Tenant’s business interruption insurance policies shall
be paid to Tenant;

(d) Tenant shall reasonably cooperate with Owner to cause Tenant’s insurance
company to apply the insurance proceeds as provided in this Section 33.02;

(e) If this Lease is terminated as to a portion of the Premises, Rent shall be
reduced proportionately; and

()] Notwithstanding anything to the contrary herein, if this Lease is
terminated as a result of a casualty described in this Section 33.02, the provisions of Article 15
will remain in force and effect for a period of three (3) years from the date of such termination.

33.03 Abatement. Each Party’s payment obligations shall abate following any
Casualty, such abatement to expire on completion of restoration or reconstruction of the
South Terminal with any period of abatement to be added to the Term.

ARTICLE 34
CONDEMNATION AND BUSINESS INTERRUPTION

34.01 Taking in Entirety. If the entire Premises and/or the entire Tenant’s
Interest are Taken by any public or governmental body by right of eminent domain or
otherwise, this Lease shall terminate as of the date the condemning authority takes
possession.

34.02 Partial Taking. If less than all of the Premises and/or Tenant’s Interest
(including a material right of use hereunder) is Taken by any Governmental Authority by
right of eminent domain or otherwise, and in Tenant’s reasonable judgment, the remainder
lacks adequate area, location, configuration, improvements or other capacity or potential to
use the Premises for their authorized uses, Tenant shall have the right to (a) terminate the
Lease in its entirety, by giving Owner written notice within thirty (30) days after the date
the condemning authority takes possession or (b) receive a damages award pursuant to
Section 34.03 equal to the proportion of the Tenant’s Interest that is impaired. If Tenant
does not terminate the Lease, the Lease shall continue in full force and effect as to the
remainder of the Premises, but with a proportionate reduction in Rent commensurate with
the portion taken.

34.03 Damage Award. If the condemning authority is not the City, the Parties
agree to apportion the damage award as follows: first, Tenant shall be entitled to receive
compensation for the Fair Market Value of Tenant’s Interest so taken, and Owner shall be
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entitled to receive compensation for the residual value of the real estate taken, and for any
improvements to the Premises that are owned or paid for by Owner to the extent not
constituting a part of Tenant’s Interest. If the condemning authority is the City, Tenant
shall be entitled to compensation for the Fair Market Value of Tenant’s Interest so taken.
Payment by the City of the compensation due Tenant hereunder, and Tenant’s acceptance
of such compensation, shall not constitute a waiver by Tenant of any other rights and
remedies that it has under Section 29.02. In the event that the damage award is not
apportioned in a manner that is consistent with this Section 34.03, then the Parties shall re-
apportion such damage award so as to be so consistent. Each Party shall be responsible to
bear all costs, and take all action necessary or appropriate to assert its respective interests in
the condemnation action, including hiring its respective legal counsel, appraisers and other
experts.

34.04  Definition of Taken; Taking. As used in this Article, “Taken” or “Taking”
shall mean any taking of the Premises in or by condemnation or other eminent domain
proceedings pursuant to any law, general or special, or by reason of any agreement with
any condemnor in settlement of or under threat of any such condemnation or other eminent
domain proceedings or by any other means, or any de facto condemnation. Tenant shall
have no right to voluntarily devote or dedicate any portion of the Premises to public use
without Owner’s prior written consent.

34.05 Contingent Business Interruption. In the event that Tenant’s access to the
Premises or the portion of the Airport of which the Premises are a part is materially
impaired at no fault of Tenant for a period exceeding forty-five (45) consecutive days,
Owner agrees that the Rent shall be abated in the same proportion that Tenant’s access to
or use of the Premises is impaired, for the period from the date of impairment to the
substantial restoration of access and use.

ARTICLE 35
ASSIGNMENT AND SUBLEASING

35.01 By Tenant.

@) Prior to the issuance of the Notice to Proceed, Tenant may not assign this
Lease, other than to an Affiliate, without the prior written consent of Owner. After issuance of
the Notice to Proceed, Tenant may not assign this Lease without Owner’s prior written consent,
which shall not be unreasonably denied or delayed if Tenant (i) is not at the time of assignment
in default under this Lease and (ii) demonstrates to the reasonable satisfaction of Owner that the
proposed assignee is a Qualified Entity capable of performing the obligations and covenants
under this Lease. In the event of any permitted assignment, the transferor shall be relieved of all
obligations of Tenant incurred under this Lease, and transferee shall be Tenant, after the effective
date of such assignment, provided that the transferee agrees in writing to be bound by the
provisions hereof. Any assignment that is not permitted by this Section 35.01(a) shall be void.

(b) For the avoidance of doubt, Owner and Tenant recognize that Tenant plans
to enter into subleases or other agreements with design and construction contractors, air carriers,
concessionaires, ground handlers and other service providers for use or occupancy of the
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Premises. The prior written consent of Owner to any such sublease or occupancy agreement
shall not be required provided that such Tenant’s sublease or occupancy agreement with each
such subtenant or occupant is consistent with and references and incorporates this Lease by
reference, and is consistent with Tenant’s Concession Program or Airline Lease Program.
Notwithstanding any sublease or occupancy agreement, unless otherwise agreed to by Owner,
Tenant shall remain primarily liable under this Lease for all of its obligations hereunder.

35.02 Transfer of Owner’s Interest.

@ Owner may freely transfer its interest in the Premises and under this Lease
from time to time to any Government Authority which has comparable or greater financial
resources, qualifications, experience and legal capacity and authority to perform the obligations
of Owner under this Lease (a “Public Owner”).

(b) In the event of any permitted transfer, the transferor shall be relieved of all
obligations of Owner accruing under this Lease after the date such transfer is consummated
provided that (i) any such transfer is expressly made subject to the terms, provisions and
conditions of this Lease, and (ii) the transferee agrees in writing to be bound by the provisions
hereof. Tenant agrees to attorn to any such transferee. Any transfer by Owner other than in
accordance with this Section 35.02 shall be void.

ARTICLE 36
APPROVALS AND AUTHORITY

36.01 Owner. Owner represents, warrants and covenants that, as of the Effective
Date (a) Owner is a home rule municipal corporation organized and existing under the laws
of the state of Texas with full power and authority to enter into and be bound by this Lease;
(b) the execution, delivery and performance of this Lease by Owner have been duly
authorized by all required actions; (c) this Lease has been duly and validly executed and
delivered by Owner, and constitutes the valid and binding obligation of Owner, enforceable
against Owner in accordance with its terms, except as may be limited by governmental
immunity under the Constitution and laws of the State of Texas, or applicable bankruptcy,
insolvency or similar laws affecting creditor’s rights; (d) no consent or approval of any
third party is required in connection with the execution, delivery or performance by Owner
of this Lease, except for such consents or approvals that are not required to be obtained as
of the Effective Date and that will be obtained in due course; (e) neither the execution and
delivery by Owner of this Lease, nor the consummation of the transactions contemplated
hereby, is or at the time of execution will be in conflict with or will result in a default under
or violation of any Applicable Law or any other agreement or instrument to which it is a
Party or by which properties and assets may be bound or affected; (f) there is no action,
suit, proceeding, investigation or litigation pending or threatened against Owner which
challenges Owner’s authority to execute, deliver or perform, or the validity or
enforceability of, this Lease; and (g) Owner owns and has good, legal, valid and beneficial
title to, or has all rights to use, the Premises, subject to rights, restrictions and
encumbrances of record to the extent valid and in existence.
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36.02 Tenant. Tenant represents, warrants and covenants that as of the Effective
Date (a) Tenant is a limited liability company duly formed, validly existing and in good
standing under the laws of the State of Delaware, with full power and authority to enter into
and be bound by its obligations under this Lease; (b)the execution, delivery and
performance of this Lease by Tenant have been duly authorized by all requisite corporate
action; (c) this Lease has been duly and validly executed and delivered by Tenant, and
constitutes the valid and binding obligation of Tenant, enforceable against Tenant in
accordance with its terms, except as may be limited by applicable bankruptcy, insolvency
or similar laws affecting creditor’s rights; (d) no consent or approval of any third party is
required in connection with the execution, delivery or performance by Tenant of this Lease,
except for such consents or approvals that are not required to be obtained as of the
Effective Date and that will be obtained in due course; (e) neither the execution and
delivery by Tenant of this Lease, nor the consummation of the transactions contemplated
hereby, is or at the time of execution will be in conflict with or will result in a default under
or violation of any Applicable Law or any other agreement or instrument to which it is a
Party or by which its properties and assets may be bound or affected; and (f) there is no
action, suit, proceeding, investigation or litigation pending or threatened against Tenant
which challenges Tenant’s authority to execute, deliver or perform, or the validity or
enforceability of, this Lease.

ARTICLE 37
NOTICES AND CONTRACT ADMINISTRATION

37.01 Contract Administrator. The Department of Aviation Director of Facilities
and Operations is Owner’s designated representative for matters relating to the
Rehabilitation Project and reactivation of the South Terminal. The Department of Aviation
Manager of Administration and Business Development is Owner’s designated contract
administrator for this Lease, and is authorized to act on behalf of the Director to organize,
schedule and coordinate matters related to this Lease and the Premises, and to review and
approve requests by Tenant under this Lease. Owner may change its contract administrator
by written notice to Tenant.

37.02 Notices. Any notice provided for or permitted to be given hereunder must
be in writing and may be given by (a) depositing same in the United States Mail, postage
prepaid, registered or certified, with return receipt requested, addressed as set forth in this
Avrticle 37; (b) hand delivering the same to the Party to be notified; or (c) overnight courier
of general use in the business community of Austin, Texas. Notice given by United States
Mail in accordance herewith shall be deemed delivered and effective on the earlier of
actual receipt or three (3) calendar days next following deposit thereof in the United States
Mail in accordance with the requirements above. Notices to Owner shall be sent to:
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Executive Director

Department of Aviation
Austin-Bergstrom International Airport
3600 Presidential Blvd., Suite 411
Austin, Texas 78719

Telephone:  512-530-2242

Notices to Tenant shall be sent to:

Highstar Capital IV, L.P.

277 Park Avenue, 45th Floor
New York, New York 10172
Attention: General Counsel

Telephone:  646-857-8000

The Parties hereto may from time to time change their respective addresses for purposes of
notice hereunder by giving a notice in accordance with the provisions of this Section 37.02.

ARTICLE 38
CONFIDENTIALITY/PROPRIETARY INFORMATION

38.01 Confidentiality. Certain information related to this Lease may be
proprietary or confidential information, including financial reports, audits, key cost and
revenue assumptions, including staff costs, non-staff costs, capital costs, interfaces with
Airport systems, aeronautical and non-aeronautical revenue streams, any applicable taxes
and charges and any other information that would have a material impact on the South
Terminal’s financial performance (collectively “Confidential Information”). Each Party
agrees to label or mark its Confidential Information as confidential or proprietary. Tenant
further acknowledges that Owner is a political subdivision of the State of Texas, and as
such is subject to the Texas Public Information Act. To the extent permitted by Applicable
Law, each Party agrees it shall not distribute or disclose any Confidential Information
supplied to it by the other Party without the prior written consent of the other Party.
However, the foregoing sentence shall not preclude a Party from disclosing Confidential
Information to its officials, officers, employees and representatives who have a need to
know such information. If a Party is requested or required (by oral question,
interrogatories, requests for information or documents, subpoena, civil investigative
demand or similar process) to disclose any Confidential Information, it shall promptly
notify the other Party in writing of such request or requirement so that the other Party may
seek an appropriate protective order, opinion of the Attorney General of the State of Texas
or other applicable authority, or waive compliance with provisions of this Agreement. The
Party seeking to assert the confidentiality of information shall, at its sole expense, prepare
and submit all necessary information, briefs and/or legal memoranda to support its position
with the appropriate authority.
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38.02 Sensitive Security Information. Owner and Tenant also acknowledge that
the Parties may be provided from time to time with “Sensitive Security Information”
(“SSI™), as defined under 49 CFR Parts 15 and 1520, and Owner and Tenant agree to use
and maintain such SSI as required by Applicable Law.

ARTICLE 39
BOND ORDINANCES

39.01 Bond Ordinance Provisions. If and to the extent that the lien and other
provisions of any Bond Ordinance are applicable to this Lease, this Lease and all rights
granted to Tenant hereunder are expressly subject to the lien and provisions of the pledges,
transfer, hypothecation or assignment made by Owner in any Bond Ordinance executed by
Owner to issue Bonds. Owner expressly reserves the right to make such pledges and grant
such liens and enter into covenants as it may deem necessary or desirable to secure and
provide for the payment of Bonds, including the creation of reserves therefor, provided that
Owner shall not take any actions that would be inconsistent with the terms and conditions
of this Lease, including the grant by Owner of any mortgage or other lien on the Premises
that is superior to or on a parity with the leasehold granted to Tenant by this Lease. Tenant
understands that Owner is and will be the issuer of Bonds. With respect to Bonds on which
the interest is intended to be excludable from gross income for federal income tax purposes
under the Internal Revenue Code of 1986 as amended or superseded, Tenant shall:

@) not use, without the prior written consent of Owner, any portion of the
Premises for any purpose other than as an airport facility serving common passenger or freight
carriers or charter carriers that serve members of the general public, and facilities functionally
related and subordinate to such airport facility that are of a character and size commensurate with
the character and size of such airport facility, including facilities that are directly related and
essential to servicing aircraft or enabling aircraft to take off and land, or transferring passengers
or cargo to or from aircraft, restaurants, retail stores and ground transportation and parking areas
located on the Premises, but excluding any lodging facility or any retail business (including food
and beverage facilities) in excess of a size necessary to serve passengers and employees at the
South Terminal in accordance with Tenant’s projections, any office building (excluding office
space in the South Terminal for use by Tenant or its subtenants), any industrial park or
manufacturing facility, any health club facility; any facility primarily used for gambling, or any
store the principal business of which is the sale of alcoholic beverages for consumption off
premises (excluding a “duty free” airport concession); and

(b) immediately cease and desist from any action, other than as permitted in
Section 39.01(a) above, with respect to the use of the Airport, to the extent such action is
described in a written notice delivered by Owner as an action that, pursuant to the written advice
of Owner’s bond counsel or the Internal Revenue Service, may adversely affect the treatment of
interest on any Bond as excludable from gross income for federal income tax purposes.

39.02 Certificate in Connection with Issuance of Bonds. Tenant agrees that in
connection with any issuance of Bonds by Owner, upon not less than twenty (20) days’
prior written request by Owner, Tenant will deliver to Owner a statement in writing
certifying:
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@ that this Lease is unmodified and in full force and effect (or if there have
been modifications, a description of such modifications and that the Agreement as modified is in
full force and effect);

(b) to Tenant’s knowledge, that Owner is not in default under any provision of
this Lease, or if in default, the nature thereof in reasonable detail; and

(© such further matters as may be reasonably requested by Owner.

In each case, subject to Tenant’s receipt of evidence reasonably satisfactory to it in respect of the
truth and accuracy of such statements.

39.03 Tenant Tax Elections. Tenant hereby elects and makes an irrevocable
election not to claim depreciation or investment tax credit for purposes of federal income
taxation with respect to property financed in whole or in part with proceeds of Bonds
(which such election binds Tenant and all successors in interest under any lease). Tenant
represents, covenants and agrees that it will not sublease, assign or otherwise transfer the
leasehold interest in the Premises unless as a condition to the effectiveness of the
subletting, transfer or assignment in question the sublessee or assignee shall agree, in
writing, with Tenant (which agreement shall be binding upon the sublessee or assignee and
shall be for the joint benefit of Tenant and the issuer) that the sublessee or assignee, as
applicable, shall not claim depreciation or an investment tax credit with such property for
purposes of federal income taxation.

ARTICLE 40
ALTERNATIVE DISPUTE RESOLUTION

40.01 General. Should any dispute arise between the Parties to this Lease, (other
than any dispute referred to in Section 35.02), then Owner and Tenant agree to negotiate
prior to prosecuting a suit for damages. However, this Article 40 does not prohibit the
filing of a lawsuit to toll the running of a statute of limitations or to seek injunctive relief.
Either Party may make a written request for a meeting between representatives of each
Party within ten (10) days after receipt of the request or such later period as agreed by the
Parties. Each Party shall include, at a minimum, one (1) senior level individual with
decision-making authority regarding the dispute. The purpose of such a meeting and any
subsequent meeting with respect to such a dispute shall be to attempt in good faith to
negotiate a resolution of the dispute. If, within twenty (20) days after such meeting, the
Parties have not succeeded in negotiating a resolution of the dispute, the Parties will, upon
written notice of one Party to the other Party, given within ten (10) days following the
expiration of such twenty (20) day period (a “Request for Mediation™), proceed directly to
non-binding mediation as described below.

40.02 Mediation. If the efforts to resolve such dispute through negotiation fail
within the period set forth in Section 40.01, or Owner and Tenant each waive the
negotiation process, the Parties may select, within twenty (20) days after the date of the
Request for Mediation or mutual waiver of negotiation, as applicable, a mediator trained in
mediation skills to assist with resolution of the dispute. The Parties agree to act in good
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faith in the selection of the mediator and to give consideration to qualified individuals
nominated to act as mediator. Nothing in this Lease prevents the Parties from relying on
the skills of a person who is trained in the subject matter of the dispute or a contract
interpretation expert. If the Parties fail to agree on a mediator within twenty (20) days of
initiation of the mediation process, the mediator shall be selected by the Travis County
Dispute Resolution Center. The mediation shall take place in Austin, Texas. The Parties
agree to participate in mediation in good faith for up to thirty (30) days from the date of the
first mediation session. The Parties shall share the costs of the mediator equally. In the
absence of a separate written agreement of the Parties to the contrary, the results of this
mediation shall not be binding on either of the Parties.

ARTICLE 41
MISCELLANEOUS

41.01 Gratuities. The offering or giving of gratuities in the form of
entertainment, gifts or otherwise by Tenant or any agent or representative of Tenant to any
official or employee of Owner with a view toward securing favorable treatment with
respect to the performance of this Lease is a material breach of this Lease, for which Owner
may immediately terminate this Lease upon written notice, in the absence of remedial
action reasonably satisfactory to Owner, in its sole discretion.

41.02 Modification and Non-Waiver. No variations, modifications or changes to
this Lease shall be binding unless in writing and executed by both Parties. No waiver by
either Party of any breach or default of any term, condition or provision hereof, including
the acceptance by Owner of any Rent or Tenant of Rental Car Revenue Share, at any time
or in any manner other than as herein provided, shall be deemed a waiver of any other or
subsequent breaches or defaults of any kind under any circumstance. No waiver of any
breach or default of any term, condition or provision hereof shall be implied from any
action of any Party, and any such waiver, to be effective, shall be set out in a written
instrument signed by the waiving Party.

41.03 Governing Law. This Lease shall be construed and enforced in
accordance with the laws of the State of Texas, without regard to any conflicts-of-law
principle that would apply the law of another jurisdiction. Venue for any action arising out
of or concerning this Lease shall be proper and lie exclusively in the Austin Division of the
United States District Court for the Western District of Texas.

41.04 Severability. If any provision of this Lease or the application thereof to
any or entity or circumstance shall, at any time or to any extent, be invalid or
unenforceable, and the basis of the bargain between the Parties hereto is not destroyed or
rendered ineffective thereby, the remainder of this Lease, or the application of such
provision to persons or circumstances other than those as to which it is held invalid or
unenforceable, shall not be affected thereby.

41.05 Relation of Parties. It is the intention of Owner and Tenant to hereby
create the relationship of landlord and tenant and no other relationship is created. Nothing
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in this Lease is intended or shall be construed to make Owner and Tenant partners or joint
venturers or to render either Party hereto liable for any obligation of the other.

41.06 Recordation. Owner and Tenant will, at the request of the other, promptly
execute a memorandum of lease in recordable form, which may be filed for record in the
Office of the County Clerk of Travis County, Texas. This Lease itself shall not be filed of
record unless required by Applicable Law.

41.07 Successors and Assigns. This Lease shall be binding upon and inure to the
benefit of the Parties hereto and their respective successors and permitted assigns.
Whenever a reference is made herein to either Party, such reference shall include the
Party’s successors and permitted assigns.

41.08 Survival. Any terms and provisions of this Lease pertaining to rights,
duties or liabilities extending beyond the expiration or termination of this Lease shall
survive the end of the Term.

41.09 No Commissions. Owner and Tenant represent and warrant to one another
that there are no broker’s, finder’s or similar fees payable in connection with this Lease
transaction.

41.10 Time of the Essence. Time is of the essence in this Lease and in each and
all of the provisions hereof.

41.11 Reservation of Immunities. To the extent permitted by Applicable Law,
Owner waives its rights to assert sovereign or governmental immunity from suit or liability
for contract claims asserted by Tenant seeking only the remedies set forth in Section 29.02
of this Lease. Except as provided in the preceding sentence, Owner does not waive, and
expressly reserves, all immunities existing under Applicable Law available to Owner as a
Texas home-rule municipal corporation. It is expressly agreed and understood that the
foregoing waiver is a limited and not a general waiver, and that its effect is limited to
specific contract claims under this Lease.

41.12 Special Damages. Each Party hereby waives all rights to recover
consequential, incidental, exemplary or punitive damages from the other Party, including
under Article 23 hereof.

41.13 Avoidance of Obligations. Each Party covenants and agrees that it shall
not take any action or omit to take any action the primary purpose of which is to avoid
honoring any of its commitments and obligations under this Lease.

41.14 No Exclusive Rights. Except for the specific rights provided for in
Article 15, no provision of this Lease is intended or shall be construed as the grant of an
exclusive right by Owner for the design, construction, or operation of a terminal at the
Airport, other than the South Terminal.

41.15 Capacity of Owner. Owner is executing this Lease solely in its capacity as
the owner of the Premises and not in its capacity as a regulatory body, and Owner does not
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waive any obligation of Tenant to comply with any law or regulation of Owner, provided
that this Section 41.15 does not modify, in any respect, Owner’s obligations and Tenant’s
rights under Section 41.13.

41.16 Counterparts. This Lease may be executed in any number of counterparts
and by different Parties hereto in separate counterparts, each of which when so executed
shall be deemed to be an original and all of which taken together shall constitute one and
the same instrument. The Parties shall accept executed counterparts delivered by facsimile
transmission or electronic mail as of equal effect as original signatures. Each Party shall
deliver its signed original counterpart to the other Party within three (3) business days.

41.17 Entire Agreement.

@ This Lease, together with its exhibits and attachments, contains the entire
understanding and agreement between the Parties hereto with respect to the subject matter of this
Lease. It is the intent of the both Parties that all provisions be construed in a manner that is fair
to both Parties; interpreting no provision more strictly against one Party than the other. It is
further understood and agreed that neither Party has made any representations or promises with
respect to this Lease, except as expressly set forth herein, and that no claim or liability or cause
for termination shall be asserted by either Party against the other Party, and a Party shall not be
liable to the other Party by reason of the breach of any representations or promises not expressly
stated in this Lease. Owner and Tenant are the only parties to this Lease and as such are the only
parties to enforce its terms. Nothing in this Lease gives, or shall be construed to give or provide,
any benefit, direct or indirect, to third parties unless a third party is expressly described as an
intended beneficiary of its terms. The Parties hereto acknowledge that they have thoroughly read
this Lease, including any exhibits hereto, and have sought and received whatever advice needed
for them to form a full and complete understanding of all rights and obligations herein. If any
provision of an exhibit conflicts with a provision of the Lease, the provision in the Lease shall
control.

(b) The exhibits to this Lease are as follows:
Exhibit A Premises
Exhibit B Tenant’s Rehabilitation Responsibilities
Exhibit C Design Review Procedures
Exhibit D Airport Shared Telephone System Terms of Usage
Exhibit E Insurance Requirements
Exhibit F MWBE Goals
Exhibit G Airport’s Operator’s Wireless Policy

Exhibit H Owner’s Tenant Radio Installation Guidelines
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Exhibit | Environmental Questionnaire
Exhibit J Baseline Site Assessment

Exhibit K Airport Layout Plan
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IN WITNESS WHEREOF, Owner and Tenant have executed this Lease through their
duly authorized representatives to be effective as of March 24, 2016.

OWNER: CITY OF AUSTIN

Sy

Approved as to form Name:
Assistant City Attorney Title: Executive Director of Aviation
TENANT: HIGHSTAR CAPITAL 1V, L.P.
By:
Name:

Title:  Authorized Signatory

By:
Name:
Title:  Authorized Signatory

Signature Page to Lease Agreement



Case 1:22-cv-00770-RP Document 38-1 Filed 10/12/22 Page 82 of 98

IN WITNESS WHEREQF, Owner and Tenant have executed this Lease through their
duly authorized representatives to be effective as of March 24, 2016.

OWNER: CITY OF AUSTIN
By: 7 7
Approved as to form Namé/ 7' SMmiTH
Assistant City Attorney Title: Executive Director of Aviation
TENANT: HIGHSTAR CAPITAL 1V, L.P.
By:
Name:

Title:  Authorized Signatory

By:
Name:
Title: Authorized Signatory

Signature Page to Lease Agreement
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IN WITNESS WHEREOQOF, Owner and Tenant have executed this Lease through their
duly authorized representatives to be effective as of March 24, 2016.

OWNER:

Approved as to form

Assistant City Attorney

TENANT:

CITY OF AUSTIN

By:

Name:

Title: Executive Director of Aviation

HIGHSTAR CAPITAL IV, L.P.

By: '
Name: Bt [TALdved-
Title: Authorizéﬂ/Signatory

o QNI

Name: _ GMneTT Mee Yarstd
Title:  Authorized Signatory

Signature Page to Lease Agreement
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EXHIBIT A
Premises
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EXHIBIT B
Tenant’s Rehabilitation Responsibilities
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EXHIBIT C
Design Review Procedures
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EXHIBIT D
Airport Shared Telephone System Terms of Usage
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EXHIBIT E
Lease — Insurance Requirements
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EXHIBIT F
MWBE Goals
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EXHIBIT G
Airport’s Operator’s Wireless Policy
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EXHIBITH
Owner’s Tenant Radio Installation Guidelines



Case 1:22-cv-00770-RP Document 38-1 Filed 10/12/22 Page 92 of 98

EXHIBIT I
Environmental Questionnaire
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EXHIBIT J
Baseline Site Assessment
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EXHIBIT K
Airport Layout Plan
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ASSIGNMENT AND ASSUMPTION AGREEMENT

This Assignment and Assumption Agreement (this “Agreement”) is made by and

between Highstar Capital 1V LP, a Delaware limited partnership (“Assignor”) and Lonestar
Airport Holdings, LLC, a Delaware limited liability company (“Assignee™) on this 24" day of
March, 2016.

RECITALS

. Reference is made to that certain South Terminal Lease and Concession Agreement

dated as of March 24, 2016 (the “Lease”), by and between Assignor and City of
Austin, a Texas home rule city and municipal corporation (“Owner”). Except as
otherwise set forth herein, capitalized terms shall have the same meaning set forth in
the Lease.

. Pursuant to Section 35.01 of the Lease, prior to the issuance of the Notice to Proceed,

Assignor may assign the Lease to an Affiliate and be relieved of all obligations of
Tenant included under the Lease, and transferee shall thereafter become the Tenant,
provided that such Affiliate agrees in writing to be bound by the provisions of the
Lease.

. Assignee is an Affiliate of Assignor.

. Effective immediately following the execution and delivery of the Lease by Assignor

and Owner, Assignor desires to assign, and Assignee desires to accept the assignment
of, the Lease to Assignee and to effect the substitution of Assignee as “Tenant” for all
purposes under the Lease.

NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, Assignor and Assignee hereby agree as follows:

1. Assignor’s Assignment of Rights and Obligations as Tenant. Assignor does hereby

2.

grant, transfer, convey, assign and deliver over to Assignee all of Assignor’s rights, title,
obligations, liabilities and interest in, to and under the Lease.

Assignee’s Assumption of Rights and Obligations as Tenant. Assignee does hereby
accept and assume all of Assignor’s rights, title, obligations, liabilities and interest in, to
and under the Lease, and acknowledges that, from and after the date hereof, it shall be
deemed “Tenant” for all purposes of the Lease.

Release. Assignor is hereby released from all rights, title, obligations, liabilities and
interest in, to and under the Lease.

US 4006798v.4
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Indemnification. Assignee shall, without limitation as to time, indemnify and hold
harmless Assignor, its officers, employees, representatives and partners, from any action,
suit or proceeding that may be brought or instituted on account of the Lease.

Successors and Assigns. The terms, covenants and conditions contained herein shall
inure to the benefit of, and bind, the parties hereto and their successors and assigns.

Counterparts. This Assignment may be executed in any number of counterparts and by
different parties in separate counterparts, each of which when so executed and delivered
shall be deemed to be an original and all of such counterparts taken together shall
constitute but one and the same instrument.

Governing Law. This Agreement shall be governed in all respects, including validity,
interpretation and effect, by the internal Laws of the Texas without giving effect to any
choice or conflict of law provision or rule (whether of the State of Texas or any other
jurisdiction) that would cause the application of the Laws of any jurisdiction other than
the State of Texas.

[Signatures begin on the following page]



Case 1:22-cv-00770-RP Document 38-1 Filed 10/12/22 Page 97 of 98

IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement on the date
first written above.

HIGHS CAPITALIVLP

By: j‘b\’_"

Name: /W_/ﬁmm-—

Title:  Authorized Signatory

o

Name: _ EMueTT MELanS

Title:  Authorized Signatory

LONESTAR AIRPORT HOLDINGS,
LLC
/

Name: “Mjﬂ%;&'
Title:  Authorized Signatory

Name: [/ DAAEs © (PRl

Title: ‘Authorized Signatory

Signature Page to Assignment of Lease from Highstar Capital [V LP
to Lonestar Airport Holdings, LLC
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CONSENT:

The City of Austin, a home-rule municipal corporation located in Hays, Travis, and Williamson
Counties, Texas, acting by and through its duly authorized agent, the City Manager or designee,
who for purposes of this consent is the Director, Aviation Department, City of Austin, joins in

the execution of this Assignment and Assumption Agreement for the sole purpose of expressing
its consent to the assignment of the Lease to Assignee and assumption of the Lease by Assignee.

CITY OF AUSTIN

I]?Iame (/}/ T- SMLT

e T SR

Signature Page to Assignment of Lease from Highstar Capital IV LP
to Lonestar Airport Holdings, LLC
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EXHIBIT B
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City of Austin

Aviation Department

Austin-Bergstrom International Airport
3600 Presidential Blvd., Ste. 411, Austin, Texas 78719
512/530-2242 Fax: 512/530-7686

November 7, 2019

Mr. James Burchetta (email/JBurchetta @ oaktreecapital.com)
Highstar Capital IV, L.P.

277 Park Avenue, 45™ Floor

New York, New York 10172

Re:  South Terminal Lease and Concession Agreement at Austin-Bergstrom
International Airport (South Terminal Lease)

Dear Mr. Burchetta:

Please accept this letter as written notice from the City of Austin (City) of its desire to
acquire the South Terminal leasehold interest. In acquiring the leasehold interest for
aviation purposes, the City, acting through its Departments of Aviation and Real Estate
Services, disclose by this letter the initial procedure for appraising the leasehold interest
and for handling personal negotiations with Highstar Capital IV, L.P. (Highstar) and
Lonestar Airport Holdings, LLC (Lonestar).

We believe at this stage of the purchase process it is mutually beneficial to confirm that
based on the valuation determined pursuant to Article 25 of the South Terminal Lease and
costs the City will incur to repair the South Terminal facility, $10 million dollars is
appropriate compensation to purchase said interest. In the event the condition of the
property changes for any reason, the City shall have the right to withdraw this valuation.

At this time, the City is not inclined to approve any expansion of the South Terminal
facility. Accordingly, the City wishes to acquire the leasehold interest of the South
Terminal facility to regain local control of the facility and maximize the use of it
throughout the development of the 2040 Airport Master Plan as well as improve customer
service for all passengers traveling through the South Terminal and Barbara Jordan
Terminal.
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If you wish to accept this bona fide valuation, please contact Susana Carbajal at
susana.carbajal @austintexas.gov as soon as possible so the next steps may be started in the
purchasing process. If no response is received by Wednesday, November 13, the City will
take alternative action as necessary. The City reserves all of its rights under the South
Terminal Lease, all applicable law, and equity.

Sincerely,

Jacquelitte Yaft
Executive Director
Department of Aviation
City of Austin

Cc:  Jeff Pearse (jpearse @austinsouthterminal.com)
Chief Executive Officer
Lonestar Airport Holdings, LLC
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City of Austin

Aviation Department

Austin-Bergstrom International Airport
3600 Presidential Blvd,, Ste. 411, Austin, Texas 78719
512/530-2242 Fax: 512/530-7686

January 27, 2020

Mr. James Burchetta

Highstar Capital IV, L.P.

277 Park Avenue, 45" Floor

New York, New York 10172

Via email at jBurchetta@ oaktreecapital.com

Re: South Terminal Lease and Concession Agreement at Austin-Bergstrom International
Airport (South Terminal Lease)

Dear Mr. Burchetta,

I am following up on our discussion from our December 2, 2019 meeting regarding the
City of Austin’s continued desire to acquire the South Terminal leasehold interest for
aviation purposes. Your stated focus and commitment to continuing a dialogue on this
matter is appreciated.

Since we last spoke, the City, acting through its Department of Aviation and Real Estate
Services, has further reviewed your written responses dated November 13, 2019 and
December 20, 2019, as well as your stated concerns at the December 2, 2019 meeting, and
the City maintains its interest in acquiring the South Terminal leasehold interest in order to
regain local control of the facility and implement the 2040 Airport Master Plan.

With that said, I propose another meeting to discuss potential modifications to the South
Terminal Lease. Further dialogue, resulting in amendments to the South Terminal Lease,
may allow the City to proceed, unencumbered, with the 2040 Airport Master Plan, while
still allowing Highstar Capital to retain much of its interest in the South Terminal Lease.

I look forward to our meeting scheduled on February 11, 2020 at 9:00 am to further
discuss.

Singlz’ﬂbw %—l Cgl L
Jacqueltne Yaft
Executive Director

Cc: Jeff Pearce, Chief Executive Officer
Lonestar Airport Holdings, LLC
Via email at JPearce @austinsouthterminal.com
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City of Austin

Aviation Department

Austin-Bergstrom International Airport
3600 Presidential Blvd., Ste. 411, Austin, Texas 78719
512/530-2242 Fax: 512/530-7686

February 14, 2020

Mr. James Burchetta (Via email/jburchetta@oaktreecapital.com)
Highstar Capital IV, L.P.

277 Park Avenue, 45 Floor

New York, New York 10172

Re:  South Terminal Lease and Concession Agreement at Austin-Bergstrom
International Airport (Airport)

Dear Mr. Burchetta,

Our meeting and continued dialogue on February 11, 2020 were very productive and much
appreciated. I was encouraged by your acknowledgement that Article 15 of the lease is
limited to a “right to negotiate” future expansion of the South Terminal for Low Cost
Carriers. It is based on this acknowledgement that I am agreeing to hold a follow-up
meeting to further review and discuss your South Terminal 2.0 expansion proposal.

As I'believe we all agreed, a follow-up meeting will be scheduled for the week of February
24th. The purpose of said meeting will be to allow Highstar Capital to provide details of
the business case for the South Terminal 2.0 expansion. The business case should include
revenue and expense projections based on enplanements and capital expenditures.

Ultimately, the business case should outline all of the benefits and proposed obligations, to
both the Airport and the City of Austin (City), should we agree to your proposal. It would
be helpful to additionally include a comparison to the existing structure, costs, revenues
and obligations. As I stated at the meeting, please present your best proposal clearly
articulating why a South Terminal 2.0 is in the best interest of the City and the Airport.

I look forward to our next meeting and our continued discussions.
Sincerely,
cqyeline Yafj
Executive Director
Cc:  Jeff Pearce (via email/jpearce @austinsouthterminal.com)

Chief Executive Officer
Lonestar Airport Holdings, LLC
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Highstar Capital IV, L.P.
1301 Avenue of the Americas, 34th Floor
New York, New York 10019

February 14, 2020

Jacqueline Yaft

Executive Director

City of Austin

Aviation Department

3601 Presidential Boulevard
Austin, Texas 78719

Re: South Terminal Lease and Concession Agreement (the “Lease”)
Dear Ms. Yaft,

Thank you for your letter of today, February 14, 2020. We also appreciated the constructive dialogue in
our meeting on Tuesday, February 11, 2020 (the “Meeting”) about the potential future development of
the South Terminal 2.0 project and Highstar’s and LoneStar’s rights as set forth in Article 15 of the Lease.

We feel it is imperative to make a clarification about the Meeting and the rights set forth in Article 15 of
the Lease in response to your letter. At no time in the Meeting did Highstar or LoneStar make any
admission or agreement about the current scope of Article 15. Thus, your statement that Highstar and
LoneStar gave an “acknowledgement that Article 15 of the lease is limited to a ‘right to negotiate’ further
expansion of the South Terminal for Low Cost carriers” is inaccurate and does not capture what we said
at the Meeting.

What we said at the Meeting —and hereby reiterate —is as follows: if LoneStar and the City of Austin are
able to reach agreement in the near term regarding further development of the South Terminal 2.0 and
sign binding documentation to that effect, we are willing to consider including in such binding
documentation an amended Article 15 that includes such changes or limitations to the scope of Highstar’s
and LoneStar’s rights as we mutually agree at that time, including with respect to expansion outside of
the South Terminal.

To that end, you agreed in the meeting that you will be sending a proposal regarding a potential revised
Article 15, and that we will be sending, as you note, a proposal for the business case for the South Terminal
2.0 expansion.

Accordingly, we continue to reserve all rights and remedies under the current lease and make no
concessions that may limit these rights in the absence of binding documentation amending the current
Lease.

Best Regards,

James D. Burchetta

Cc: Jeffrey Pearse, CEO, LoneStar Airport Holdings, LLC
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City of Austin

Aviation Department

Austin-Bergstrom International Airport
3600 Presidential Blvd., Ste. 411, Austin, Texas 78719
512/530-2242 Fax: 512/530-7686

March 3, 2020

Mr. James D. Burchetta

Highstar Capital IV, L.P.

1301 Avenue of the Americas, 34" Floor
New York, New York 10019

Via email at JBurchetta@ oaktreecapital.com

Re:  South Terminal Lease and Concession Agreement at Austin-Bergstrom
International Airport (South Terminal Lease)

Dear Mr. Burchetta,

As a follow-up to our meeting on February 27, 2020, I would like to reiterate
Austin-Bergstrom International Airport’s (AUS) position relative to its future
airport expansion plans and the impacts of those plans on the existing South
Terminal.

As we discussed, it has been determined that the most operationally efficient
and cost effective alignment of the future midfield taxiways will require the
removal of the South Terminal within approximately the next 24 months. The
taxiway alignment was shown to you at our last meeting and your entire team
recognized that this alignment is in the best interest of the public and the most
prudent course of action for AUS.

The new alignment of the taxiways reinforces the advantages of constructing a
new cost-efficient facility for all AUS carriers on the existing airfield in the
very near future. Locating this new facility on the existing airfield will
provide additional gate capacity for all AUS carriers, including those currently
operating at the South Terminal, during the airport expansion plan
implementation, including construction of the new concourse to the Barbara
Jordan Terminal. Accordingly, AUS believes it is in the best interest of the
City of Austin (City), the airport, the public, and the airlines to pursue a more
operationally and cost-efficient facility for all AUS carriers to operate.
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Due to the critical timing for construction of the new midfield taxiways, the
South Terminal will need to be removed within 24 months. Ideally, Lonestar
Airport Holdings, LLC (Lonestar) would continue to operate the existing
South Terminal facility under the terms of the South Terminal Lease until
such time as operations can be relocated to the new cost-efficient facility.
Additionally, AUS is willing to consider Lonestar’s interest, if any, to
construct and/or operate that new cost-efficient facility.

As we discussed, timing is of the essence. As we have stressed in our
meetings with Lonestar, the South Terminal Lease gives Lonestar the right to
negotiate with the City concerning the South Terminal, but does not confer
any right of first refusal on Lonestar in any manner at AUS. We are offering
Lonestar the opportunity to negotiate with us. Accordingly, AUS expects a
response from Lonestar within 7 days from the date of this letter indicating
whether Lonestar is interested in pursuing this opportunity. If Lonestar
indicates that it is interested in pursuing the development of a new cost-
efficient facility at AUS and if in the best interest of AUS and the City, given
the extremely tight timeline on which AUS is operating, Lonestar and the City
will have another 60 days to negotiate the terms under which Lonestar would
construct and/or operate the new cost-efficient facility.

The foregoing notwithstanding, the City reserves all of its rights under law
and the South Terminal Lease to ensure AUS is able to timely pursue its
strategic airport expansion plans.

We look forward to receiving your response and continuing our dialogue.

Sincerely,

Jagqueéline Yaft
Executive Director

Cc: Jeffrey Pearse
Chief Executive Officer
LoneStar Airport Holdings, LLC
Via email at JPearse @ austinsouthterminal.com
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Highstar Capital IV, L.P.
1301 Avenue of the Americas, 34th Floor
New York, New York 10019
March 6, 2020

Jacqueline Yaft

Executive Director

City of Austin

Aviation Department

Austin-Bergstrom International Airport

3600 Presidential Blvd, Ste. 411

Austin, Texas 78719

Via email at Jacqueline.Yaft@austintexas.gov

Re: South Terminal Lease and Concession Agreement at Austin-Bergstrom International Airport (the
“Airport”) dated March 24, 2016 between the City of Austin (the “City”) and Highstar Capital IV, L.P.
(“Highstar”) (the “Lease”)

Dear Ms. Yaft:

As we discussed on February 27, 2020, LoneStar Airport Holdings, LLC remains committed to assisting the
City of Austin and the Department of Aviation in creating the necessary airport infrastructure and terminal
capacity that the community and region so desperately need now and in the future. We are encouraged
by both the sense of partnership and urgency you expressed in your letter of March 3, and at our last
meeting on February 27, 2020.

As you know, we have been collaborating with the City’s Aviation Department for more than 18 months
and have been prepared to move quickly to develop a new cost-efficient facility at no cost and no risk to
the City of Austin. Such a facility would deliver much needed terminal capacity at ABIA without degrading
the level of safety, service, or security at the Barbara Jordan Terminal. A purpose-built and cost-efficient
facility would also allow those airlines that provide Austin’s residents and visitors with low cost airfare to
flourish in the Austin market and position the City of Austin to reduce the amount of time and the
substantial cost of expanding the Barbara Jordan Terminal.

To answer your specific request, we are absolutely interested in pursuing the opportunity to provide
additional terminal capacity in the form of a new cost-efficient facility at ABIA. | am confident we can
collectively create and deliver a new cost-efficient terminal that will bring substantial benefits to the air
carriers and passengers that rely on ABIA.

We are anxious to begin working with you and your team. That said, please understand that LoneStar
does not at this time accept the premise that the South Terminal can and should be “removed” within 24
months (by condemnation or otherwise), and LoneStar has not at this time formed any view on your
premise that the taxiway alignment shown at the last meeting is in the best interest of the public. We
also want to reiterate our disagreement with your statement that negotiation is the only right afforded
us under our current Lease. Nonetheless, we remain committed to working with you and the City of
Austin on all these issues in good faith and with respect.
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There remains much for us to do to better understand the new cost-efficient facility proposal your team
presented last week, as well as the options around the development of a new facility. Given the timeline
you have proposed in your letter for negotiating the terms of the development of the new cost-efficient
facility- which we are prepared and able to meet - may | propose a day-long planning and coordination
summit, no later than next week, so that the subject matter experts from both teams can review and
discuss all operational and financial elements associated with the prospective development.

We continue to reserve all rights and remedies under the current Lease and make no concessions that
may limit these rights in the absence of binding documentation amending the current Lease.

Sincerely,
y

James D. Burchetta

Cc: Jeffrey Pearse, CEO, LoneStar Airport Holdings, LLC
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City of Austin

Aviation Department

Austin-Bergstrom International Airport
3600 Presidential Blvd., Ste. 411, Austin, Texas 78719
512/530-2242 Fax: 512/530-7686

July 13, 2021

Via UPS No. 1Z 814 EY9 NP 3364 4406
Highstar Capital IV, L.P.

Attention: Scott D. Litman, General Counsel
277 Park Avenue, 45th Floor

New York, New York 10172

Oaktree Capital Management, L.P.
Attention: Todd E. Molz, General Counsel
277 Park Avenue, 45th Floor

New York, New York 10172

Re:  South Terminal Lease and Concession Agreement at Austin-Bergstrom
International Airport (“AUS”) dated March 24, 2016 between the City of Austin
(the “City””) and LoneStar Airport Holdings, LLC (“LoneStar”) (the “Lease”)

Dear Messrs. Litman and Molz:

I'am writing on behalf of the City and AUS regarding the Airport Expansion Development
Program (the “AEDP”), the South Terminal and the Lease. In 2019 and 2020, prior to the COVID-
19 health crisis, I notified you under Article 15 of the Lease that AUS was interested in purchasing
LoneStar’s leasehold interests under the Lease and that the South Terminal would need to be
removed within a two-year time period. Consistent with and after further consideration of our
discussions last year, AUS has confirmed, based on the advice of independent consultants, that the
growth of operations of existing and/or future air carriers at AUS requires New Facilities, as that
term is defined in the Lease, including the expansion of the Barbara Jordan Terminal and a New
Midfield Concourse B. Additionally, AUS has confirmed that these New Facilities will necessitate
the construction of New Midfield Taxiways H and J and the related Airfield Improvements, which
in turn will require the removal of the South Terminal within approximately the next two years.

As we have previously discussed, the City and AUS maintain their interest in acquiring the
South Terminal leasehold interest in order to implement the AEDP. Therefore, we invite LoneStar
to negotiate an appropriate purchase price for that interest. The parties should also discuss a
reasonable process that addresses the winding down of the South Terminal and the transition of the
air carriers, vendors, and concessionaires at the South Terminal, including their employees, to the
New Facilities. Time is of the essence. So, please contact me within the next ten (10) days to
discuss the scheduling of a meeting to begin to negotiate a mutually agreeable purchase price. If
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LoneStar fails to respond timely, we will assume LoneStar has no intention to sell its South
Terminal leasehold interest voluntarily to the City. In that event, the City will pursue all other
available legal remedies, including condemnation proceedings as contemplated by Article 34 of the
Lease.

The City reserves all of its rights under the Lease and as otherwise provided by law or
equity to ensure AUS is able to timely pursue and implement the AEDP. We look forward to
receiving your response and continuing our dialogue.

Sincerely,

| Jacquefine Yaft
Executive Director

cc: Jeff Pearse Via Email: jpearse @ austinsouthterminal.com
Chief Executive Officer
LoneStar Airport Holdings, LLC

James Burchetta Via Email: JBurchetta@oaktreecapital.com
Managing Director

Transportation Infrastructure Investing

Oaktree Capital Management, L.P.
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LONESTAR

AIRPORT HOLDINGS, LLC

July 28, 2021

VIA OVERNIGHT COURIER AND EMAIL

Jacqueline Yaft

Executive Director

Department of Aviation
Austin-Bergstrom International Airport
3600 Presidential Boulevard, Suite 411
Austin, Texas 78719

Re:  South Terminal Lease and Concession Agreement by and between the City of
Austin and Highstar Capital IV, L.P. dated as of March 24, 2016, as amended by
the Assignment and Assumption Agreement between Highstar Capital IV LP and
Lonestar Airport Holdings, LLC (“Lonestar”)! and consented to by the City of
Austin dated as of March 24, 2016 (the “Concession’)

Dear Ms. Yatft:

Thank you for your letter dated July 13, 2021 regarding the City’s current planning and intentions
regarding growth and expansion at Austin-Bergstrom International Airport (“AUS”). Your letter
notifies us that the City and the Department of Aviation have determined that the growth of
operations at AUS requires New Facilities, as that term is defined in the Concession.

As we have discussed with you on several occasions over the last two years in connection with
various options the City has considered regarding future operations at AUS, Lonestar is committed
to assisting the City of Austin and Department of Aviation in meeting the needs of the Austin
community. In light of your official notification regarding the City’s determination under Article
15 regarding a New Facility, we write to confirm again that Lonestar is interested in investing in
and exercising its rights under Article 15 of the Concession to develop, construct, and/or operate
any such New Facility. We are prepared to make a significant financial investment in exercising
these rights and have reserved significant capital to make this investment. Lonestar looks forward
to continuing to work in good faith with the City to enter into an agreement regarding such New
Facility on mutually agreeable terms.

We note that your letter references the removal of the South Terminal as part of the construction
of New Facilities. We believe that work remains to be done to evaluate the potential options around
a New Facility and/or Expansion to determine the best interest of the public moving forward, so

! Pursuant to Section 37.02 of the Concession, we request that official notices regarding the Concession going

forward be directed to Lonestar Airport Holdings, LLC, Attention: Jeff Pearse, The South Terminal at Lonestar Airport
Holdings, LLC, 10000 Logistics Lane, Austin, Texas 78719, telephone 917-574-8475.
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LONESTAR

AIRPORT HOLDINGS, LLC

our notification of Lonestar’s interest in investing in such New Facility pursuant to Article 15 does
not obviate our position that there are several alternatives that can fully address the growth of
operations at AUS. While it is imperative for a New Facility to deliver the much-needed terminal
capacity at AUS, it is equally important to allow the airlines that provide Austin’s residents and
visitors with low-cost airfare to continue to flourish. We are prepared and well-positioned to aid
the City of Austin in meeting these goals while reducing the amount of time and the substantial
cost associated with a New Facility.

Finally, with respect to your statement that the City is interested in acquiring Lonestar’s South
Terminal leasehold interest and your reference to condemnation proceedings, we disagree that
anything in Article 15, Article 34, or elsewhere provides the City the right or ability to compel a
purchase of Lonestar’s rights under the Concession. We also disagree that acquiring Lonestar’s
rights under the Concession would be an appropriate or permissible exercise of eminent domain
under Texas law. Please note that Lonestar continues to reserve all rights and remedies under the
Concession and at law with respect to these issues.

We look forward to continuing the fruitful dialogue we started at the July 22 meeting with you and
your team.

Sincerely,

Qoo Posnce

Jeff Pearse
Chief Executive Officer
Lonestar Airport Holdings, LLC

cc: James Burchetta
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LoneStar Airport Holdings, LLC
March 29, 2022
Page 2

on AWS’ valuation analysis as of the date of valuation set forth in AWS’s appraisal
report.

A Lease Termination Agreement offering the full-appraised value of the Tenant's Interest
and a Right of Entry and Possession are also enclosed as Exhibits C and D, respectively, for
your consideration. If the terms of the Lease Termination Agreement are acceptable, please sign
the Lease Termination Agreement where indicated and return it to my attention within 30 days
from the date of your receipt of this letter. If the Tenant is willing to sign the Right of Entry and
Possession, please return a signed copy of that document to me at your earliest convenience.
Please understand that the City Council of the City of Austin must approve all contracts, and the
amount of this offer can only be recommended for their approval.

You are hereby advised that the property being sought by the City is under
the imminence of condemnation, as that term is used in the United States Internal
Revenue Code. This statement is being included to retain certain tax benefits that
you should discuss with your attorney or accountant.

You have the right to discuss with others any offer or agreement regarding the City's
acquisition of the Tenant's Interest, or you may, but are not required to, keep the offer or
agreement confidential from others, subject to the provisions of Chapter 552 of the Texas
Government Code (the Public Records Act) as it applies to the City of Austin.

Enclosed as Exhibit E is a Notice of 10-Year Appraisal Search, which includes a flash
drive with copies of all appraisal reports relating to the property interest being acquired, which
were prepared in the ten years preceding the date of this offer and produced or acquired by the
City, including the appraisal report on which this Initial Offer is based. Exhibit F is a copy of the
Landowner's Bill of Rights, which contains additional information concerning eminent domain
proceedings and was prepared by the Office of the Attorney General of the State of Texas.

As you are aware, the City and the Initial Tenant contemplated the City might eventually
need to condemn Tenant's Interest by including a provision to this effect in the Lease. Specifically,
Section 34.03 of the Lease states: “If the condemning authority is the City, Tenant shall be entitled
to compensation for the Fair Market Value of Tenant’s Interest so taken.” This Initial Offer, which
provides Tenant with the fair market value of Tenant's Interest as established by the AWS
appraisal report, satisfies this provision in the Lease.

Finally, the City understands there are subtenants and other occupants at the South
Terminal and considers them valuable partners of the City and AUS. The City will make every
effort to relocate them at AUS. As you know, the City has retained an independent third-party
relocation agent to assist the Tenant, subtenants and other occupants with their rights under the
Uniform Relocation Act. You will receive more information about URA advisory services and
benefits by separate correspondence.

Again, please inform me of your decision within 30 days from the date of your receipt of
this letter. Your cooperation in this matter is greatly appreciated. If you have any questions, please
contact me at (713) 650-2749 or tforestier@winstead.com.
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LONESTAR
AIRPORT HOLDINGS, LLC

April 18,2022

VIA OVERNIGHT COURIER AND EMAIL

Jacqueline Yaft

Executive Director

Department of Aviation
Austin-Bergstrom International Airport
3600 Presidential Boulevard, Suite 411
Austin, Texas 78719

Re:  South Terminal Lease and Concession Agreement by and between the City of
Austin (the “City”) and Highstar Capital IV, L.P. dated as of March 24, 2016, as
amended by the Assignment and Assumption Agreement between Highstar
Capital IV LP and Lonestar Airport Holdings, LLC (“Lonestar”) and consented to
by the City of Austin dated as of March 24, 2016 (the “Lease and Concession
Agreement”)

Dear Ms. Yaft:

This letter constitutes notice of a dispute between Lonestar and the City and a written request for
a meeting between representatives of the parties pursuant to Section 40.1 of the Lease and
Concession Agreement.

As you know, Lonestar received notice that the City was contemplating an Expansion or New
Facility in November 2019. Lonestar responded by indicating its interest in investing in such
Expansion or New Facility. Since then, Lonestar has repeatedly indicated its interest in exercising
its exclusive first right to develop, construct, and operate such Expansion or New Facility. The
City has not, however, worked with Lonestar in good faith to enter into an agreement regarding
the Expansion or New Facility on mutually agreeable terms. To the contrary, it is our
understanding that the City is taking affirmative steps to bypass Lonestar’s rights under multiple
provisions of the Lease and Concession Agreement.

It thus is clear that there is a dispute “between the Parties to the Lease,” as described in Article
40.01 of the Lease and Concession Agreement. Lonestar respectfully requests a meeting between
representatives of Lonestar and the City to attempt in good faith to negotiate a resolution of the
dispute within 10 days of your receipt of this letter. We request that you or your counsel contact
our outside counsel, Larry Slovensky, to schedule this meeting. We are available in person or
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April 15, 2022
Page - 2 -

virtually. Finally, we call your attention to the requirements of Article 40.01 that each Party shall
send one “senior level individual with decision-making authority regarding the dispute.”

We appreciate your prompt attention to these issues. Lonestar continues to reserve all of its rights
at law and under the Lease and Concession Agreement in this matter.

Sincerely,

ief Executive Officer
Lonestar Airport Holdings, LLC

o Lawrence A. Slovensky
Julia C. Barrett
Christopher Clough



Case 1:22-cv-00770-RP Document 38-12 Filed 10/12/22 Page 1 of 5

EXHIBIT L




Case 1:22-cv-00770-RP Document 38-12 Filed 10/12/22 Page 2 of 5

Austin Office
808 Nueces Street
Austin, TX 78701-2216

Telephone: (512) 478-4995 lﬂ GLDUGH & DDDO

Fax: (512) 478-6022

TEXAS EMINENT DOMAIN ATTORNEYS

Christopher M. Clough
April 27, 2022 clough@barronadler.com
Office: (512) 478-4995

VIA EMAIL

Thomas J. Forestier
Winstead PC

600 Travis Street, Suite 5200
Houston, TX 77002
tforestier@winstead.com

Re: Purported Eminent Domain Taking from Lonestar Airport Holdings, LLC, of its
Rights at Austin Bergstrom International Airport (“AUS”) - Response to March 29,
2022 Initial Offer Letter

Dear Mr. Forestier:

On behalf of our Client, Lonestar Airport Holdings, LLC (“Lonestar”), we write in response to your
Initial Offer Letter dated March 29, 2022 on behalf of your Client, the City of Austin (the “City”).

The City’s offer (the “Initial Offer”) of $1,954,000 for Lonestar’s interests under its 40-year airport
concession agreement is objectively offensive. The Initial Offer is far below the substantial
amount of capital Lonestar has invested in the South Terminal facility and entirely ignores the
development and other rights granted to Lonestar in the concession agreement, which was
entered into with the City just six years ago after an open, public discussion at the City Council
and with the City Council’s unanimous approval.

The condemnation process is nothing but a bad-faith attempt to wrongfully circumvent the terms
of the concession agreement and deprive Lonestar of the benefit of its bargain in order to
advance the agenda of a new airport administration that would prefer not to be bound by its
predecessor’s decisions. There is no doubt, however, that Lonestar has fully performed its
obligations under the concession agreement. It is widely acknowledged that Lonestar has
materially upgraded the South Terminal facility and improved overall airport operations for the
benefit of the traveling public. Lonestar’s South Terminal employs over 200 local citizens and has
provided more than 2.6 million passengers with access to ultra-low fare, safe and enjoyable travel
to and from Austin since 2016.

Given the foregoing, and the more detailed points set forth below, Lonestar hereby formally
rejects the City’s Initial Offer. Lonestar will not permit the City to wrongfully condemn its way
out of its binding contractual obligations.


mailto:clough@barronadler.com
mailto:clough@barronadler.com
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Case 1:22-cv-00770-RP Document 38-12 Filed 10/12/22 Page 3 of 5

Thomas J. Forestier
April 27, 2022
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1. The Austin City Council unanimously approved a forty-year lease and concession agreement
with Lonestar that was sighed by the City on March 24, 2016 (the “Concession”).

This Initial Offer is a continuation down the path taken by the Department of Aviation’s current
administration to subvert the City’s 2016 decision that the best way to allow AUS to grow
efficiently and economically is through a public-private partnership, rather than burdening
Austin’s citizens with the excess costs.

2. With express reliance on the aforementioned 40-year lease and concession agreement,
Lonestar has invested substantial amounts of its own capital in South Terminal
improvements, airline passenger infrastructure, passenger growth and increased route
options. It has also worked diligently, and in the spirit of partnership, to help the
Department of Aviation increase capacity (at Lonestar’s sole expense) at the airport at a
time when the City desperately needs terminal space. The City now purports to condemn
its way out of this agreement by taking all of Lonestar’s interests at AUS for $1,954,000.

The City’s Initial Offer fails to reimburse Lonestar for even the amounts my client has invested
developing the South Terminal, which are exponentially higher than the Initial Offer. The Initial
Offer, moreover, entirely ignores both the value of the operating enterprise at the South
Terminal which will be eliminated by this taking - which obviously cannot be relocated elsewhere
- as well as the investment made into the South Terminal by Lonestar. In addition, the Initial
Offer completely ignores the bargained-for rights contained in the parties’ South Terminal
Concession, particularly the redevelopment rights contained in Article 15 of the Concession.
Moreover, the City’s Initial Offer fails to account in any way for the value Lonestar has created
during the last six years, much less the value to be created over the remaining 34-year term of
the Concession.

As the City knows, Lonestar sought to potentially bring on a partner in the South Terminal prior
to the City starting down the road that culminated in this purported taking, and received multiple
offers for hundreds of millions of dollars. The City wrongfully eliminated this market by
threatening a taking of South Terminal by eminent domain, creating enormous losses for
Lonestar and potential damage exposure for the City.

3. The City’s effort to utilize eminent domain to take Lonestar’s bargained-for redevelopment
rights so that it may claim those rights for itself violates Texas condemnation law.

The City’s strategy to use eminent domain to condemn a) Lonestar’s exclusive contractual
redevelopment rights under Article 15 and b) its rights to operate a forty-year concession at AUS
so that the City may claim those redevelopment and concession rights for itself violates Texas
condemnation law. See City of Blue Mound v. Southwest Water, 449 S.\W.3d 678 (2014), and its
progeny. Blue Mound remains controlling law in Texas, and we fully expect that the courts will

B>
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reject the City’s efforts to attempt a hostile taking of Lonestar’s business so that it may operate
that business itself. The City’s own Executive Director at AUS candidly stated the primary goal of
this effort was to regain local control of the facility in contravention of the rights granted to
Lonestar by the City under the Concession. The proposed construction and location of a taxiway
overtop our facility is unnecessary and simply intended to advance the City’s condemnation
action. There are numerous commercially viable alternatives to the proposed taxiway that we
have presented to the City.

Practically speaking as Austinites, it is difficult to understand why the City would jettison an
experienced and efficient redevelopment partner that the City already has under contract,
especially during this time of difficulty and uncertainty at AUS. Given recent events at the airport
as passenger volumes continue to skyrocket, Lonestar’s ability to help the City redevelop AUS is
particularly needed right now, but the City is inexplicably ignoring a trusted, capable and proven
partner that would relieve expenses and operational burdens the City is preparing to lay at the
feet of airport passengers and those of us that call Austin home. In addition, the City’s chosen
path is certain to result in years of unnecessary litigation, adding cost and bottlenecks to its
already complicated Airport Expansion and Development Plan.

4. When the City entered a 40-year public-private partnership with Lonestar, your Client
expected exceptional performance and a successful partnership, and that is what it has
received.

Since the South Terminal opened in 2017 after Lonestar’s refurbishment of the facility, the
South Terminal has accommodated more 2.6 million passengers on more than 21,000 departing
and arriving flights and has directly supported more than 200 jobs in Austin.

Ultra-low-cost airline service has flourished in the Austin market, truly to the benefit of the
travelling public. In 2016, ultra-low-cost carriers offered just 1,675 departing flights from the
airport. In 2019, thanks to Lonestar’s capable operation of the South Terminal, that number
jumped to more than 6,500 departing flights. Today, Frontier and Allegiant operate from the
terminal, offering low fares and nonstop service to 24 cities from Austin, with 3 new routes to be
added this month. The current and projected availability of ultra-low-cost airline service is a
financial impossibility without the South Terminal, leaving price-sensitive customers with fewer
choices when traveling to and from AUS.

5. At the request of the Department of Aviation in 2019, Lonestar made a significant
investment to design plans that would expand ultra-low-cost carrier service at AUS.

Lonestar has long recognized the sharp growth in Austin and the need to find an expedited
strategy for expansion at AUS. My client previously submitted a proposal to the City, at the
request of the Department of Aviation, to meet forecasted demand through a new ultra-low-cost
airline terminal at AUS. Lonestar’s plan proposed to relocate the original South Terminal, clearing

B>
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that land for AUS’s own expansion, while adding up to 10 gates, 5 security lanes, 22 check-in
counters, and more than 154,000 square feet of terminal space for travelers. That plan — “South
Terminal 2.0” — was designed to expand gates for ultra-low-cost carriers while allowing the City
to reduce the size, cost and time it would take to expand the Barbara Jordan Terminal. The $140
million dollar project was to be fully funded by Lonestar, with rent and revenue sharing afforded
to the City and AUS, a clear benefit to the taxpayers. Lonestar’s plan was to complete the
construction in just two years. Ironically, had the project been approved when Lonestar
presented the proposal in 2019, South Terminal 2.0 would have celebrated its grand opening this
past January at a time when AUS desperately needs additional terminal capacity. This
circumstance will only worsen in future years.

Lonestar remains committed to assisting the City meet the current challenges at AUS. As
Lonestar’s representatives have stated on several occasions to your clients, we urge you to take
advantage of the opportunity that sits before the City to use Lonestar’s expertise and financial
resources under the existing Concession to find the right path for expanding airport facilities at
AUS quickly and efficiently — just as envisioned when the Concession was granted to Lonestar a
few years ago. Lonestar continues to make substantial investments in developing the South
Terminal, including a recent investment of over $1M for an operations base for Allegiant, and
remains committed to participating constructively in any expansion or creation of new facilities
at AUS.

Should the City Council consider authorizing this taking, they must contemplate the facts and
history summarized in this letter, including the City’s own records and testimony that support
our operation. Eminent domain is costly, inefficient and time consuming. Regardless, Lonestar
will not walk away from its investment at AUS, and Lonestar stands ready to vindicate its rights
in court as needed.

Sincerely,

Christopher M. Clddgh

Cc: Jeff Pearse (jpearse@austinsouthterminal.com)
Lawrence A. Slovensky (LSlovensky@KSLAW.com)
Julia C. Barrett (JBarrett@KSLAW.com)

B>
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WINSTEAD Austin  Charlotte Dallas Fort Worth  Houston New York San Antonio The Woodlands
600 Travis Street 713.650.8400 OFFICE
Suite 5200 713.650.2400 FAX
Houston, TX 77002 winstead.com

Thomas J. Forestier
direct dial: 713-650-2749
tforestier@winstead.com

May 16, 2022

Via Certified Mail/Return Receipt Requested # 9314 7699 0430 0095 0529 36 and US Mail

LoneStar Airpert Holdings, LLC

Attention: Jeff Pearse, Chief Executive Officer
10000 Logistics Lane

Austin, Texas 78719

Re: FINAL OFFER
Project: AUS South Terminal

Dear Mr. Pearse:

I am writing on behalf of my client, the City of Austin ("City"), regarding its interest in
acquiring the leasehold interest of LoneStar Airport Holdings, LLC (“Tenant’) in the South
Terminal at AUS. As referenced in the Initial Offer Letter dated March 29, 2022 regarding this
matter, the City, in connection with the Airport Expansion and Development Program at AUS,
needs to acquire the "Tenant's Interest" as that term is defined in the South Terminal Lease and
Concession Agreement between the City of Austin and Highstar Capital IV, L.P., a limited
partnership formed and existing under the laws of the State of Delaware, on or about March 24,
2016 ("Lease"). A legal description and sketch of the "Premises”, as that term is defined in the
Lease, as amended, is enclosed as Exhibit A. It has been over 30 days since | sent you sent
you an Initial Offer on behalf of the City for purchase of the leasehold interest.

Based on a written appraisal by an independent appraisal firm, Allen, Williford &
Seale, Inc. ("AWS"), the City is hereby presenting you its FINAL OFFER in the amount of
$1,954,000 for the required property rights. This compensation does not include any
value for damages to any remainder property, as there is no remainder property.

Please review and seriously consider this FINAL OFFER. A Lease Termination
Agreement offering the full-appraised value of the Tenant's Interest and a Right of Entry and
Possession are also enclosed as Exhibits B and C, respectively, for your consideration. If the
terms of the Lease Termination Agreement are acceptable, please sign the Lease Termination
Agreement where indicated and return it to my attention within 14 days from the date of your
receipt of this letter. If the Tenant is willing to sign the Right of Entry and Possession, please
return a signed copy of that document to me at your earliest convenience. Please understand
that the City Council of the City of Austin must approve all contracts, and the amount of this offer
can only be recommended for their approval.

WINSTEAD PC | ATTORNEYS
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If I have not received from you within fourteen (14) days from the date of delivery of this
letter the Lease Termination Agreement signed by a duly-authorized representative of the
Tenant, this Final Offer will be considered rejected. At that time, the City will continue to proceed
with the condemnation process relating to the leasehold interest in the South Terminal.

| urge you to consider this FINAL OFFER to purchase the leasehold interest in the South
Terminal for the amount of $1,954,000. This offer is reasonable and based on a proper
appraisal that complies with Texas law and should be accepted for all the reasons discussed in
my letter dated May 11, 2022 in reply to the April 27, 2022 letter of Mr. Christopher M. Clough,

your counsel.

If you have any questions or concerns that have not been addressed in our previous
written communications regarding this matter, please ask your lawyers to call me at (713) 650-

2749.

Sincerely,

o ). Frcestn

Thomas J. Forestier
Counsel for the City of Austin

ENCLOSURES:

Exhibit A: Legal Description, Plat and Sketch of the Premises
Exhibit B: Lease Termination Agreement
Exhibit C: Right of Entry and Possession

cc: Lawrence A. Slovensky (via Certified Mail/Return Receipt Requested
King & Spalding LLP #9314 7699 0430 0095 0531 93)
1180 Peachtree Street, N.E.
Atlanta, GA 30309-3521

Christopher M. Clough (via Certified Mail/Return Receipt Requested
Barron Adler Clough & Oddo, LLP ~ #9374 7699 0430 0095 0532 54)

808 Nueces Street
Austin, TX 78701
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LAND SURVEYORS — FIRM REG. NO. 101141-00

CITY OF AUSTIN

EXHIBIT * ” TO
SOUTH TERNINAL
LEASE AGREEMENT

LEGAL DESCRIPTION FOR

A 23.00 ACRE (1,002,031 SQUARE FEET) TRACT OF LAND IN THE SANTIAGO
DEL VALLE TEN LEAGUE GRANT SURVEY, ABSTRACT NO. 24, TRAVIS
COUNTY, TEXAS, BEING OUT OF A CALLED 1989.252 ACRE TRACT TO THE
CITY OF AUSTIN IN DEED WITHOUT WARRANTY RECORDED IN DOCUMENT
NUMBER 2002002218 OF THE OFFICIAL PUBLIC RECORDS OF TRAVIS
COUNTY, TEXAS. SAID 23.00 ACRES, SAVE & EXCEPT A 0.34 ACRE TRACT
OF LAND, IN TOTAL A 2266 ACRE TRACT AS SHOWN ON THE
ACCOMPANYING SKETCH, BEING MORE PARTICULARLY DESCRIBED BY
METES AND BOUNDS AS FOLLOWS:

BEGINNING at a 60d nail set in the interior of the said 1989.252 acre tract, said 60d nail having
Texas State Plane Coordinates (Central Zone 4203) of N=10,044,494.22, E=3,137,398.76 for the
northwest corner of this tract, from which a %” iron rod found at an interior angle of said
1989.252 acre tract, also being a northeast corner of a 1033.081 acre tract conveyed to the City
of Austin in deed without warranty recorded in Document Number 1999015608 of the Official
Public Records of Travis County, Texas, bears N 05°35°01” W a distance of 6,233.50 feet;
THENCE through the interior of said 1989.252 acre tract the following forty-eight (48) calls:

1) N 87°26°30” E for a distance of 465.38 feet to a calculated point;

2) S02°33°30” E for a distance of 130.10 feet to a calculated point;

3) S41°43°16” W for a distance of 68.12 feet to a calculated point;

4) S41°42°29” E for a distance of 6.23 feet to a calculated point;

5) N 41°40°08” E for a distance of 203.19 feet to a calculated point;

6) N 87°22°35” E for a distance of 375.79 feet to a point of curvature of a curve to
the left;

7) With said curve to the left, having a radius of 100.09 feet, an arc length of 35.74 feet and
a chord which bears N 77°33°57” E a distance of 35.55 feet to a calculated point;

8) N 02°41°00” W for a distance of 115.62 feet to a calculated point;
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9) N 87°21°57” E a distance of 300.96 feet to a calculated point;

10) S 02°41°00” E a distance of 64.99 feet to a point of curvature of a curve to the
left;

11) With said curve to the left, having a radius of 10.00 feet, an arc length of 15.70
feet and a chord which bears S 47°40°07” E a distance of 14.14 feet to a

calculated point;
12) N 87°20°47” E a distance of 220.47 feet to a calculated point;
13)N 42°29°14” E a distance of 386.62 feet to a 60d nail set;
14) S 47°30°46” E a distance of 165.53 feet to a calculated point;
15)S 41°19°42” W a distance of 215.92 feet to a calculated point;

16)N 87°20°47” E a distance of 768.04 feet to point of curvature of a curve to the
left;

17) With said curve to the left, having a radius of 80.00 feet, an arc length of 83.24
feet and a chord which bears N 57°32°20” E a distance of 79.53 feet to a point of
cusp of a curve to the left;

18) With said curve to the left, having a radius of 586.87 feet, an arc length of 283.55
feet and a chord which bears S 13°50°37” W a distance of 280.80 feet to a

calculated point;
19)N 53°22°12” W a distance of 142.56 feet to a calculated point;

20)S 72°53°58” W a distance of 96.54 feet to a point of curvature of a curve to the
left;

21) With said curve to the left, having a radius of 100.00 feet, an arc length of 52.86
feet and a chord which bears S 57°45°23” W a distance of 52.25 feet to a

calculated point;

22)S 42°36°48” W a distance of 53.49 feet to a point of curvature of a curve to the
right;

23) With said curve to the right, having a radius of 101.00 feet, an arc length of 79.02
feet and a chord which bears S 65°01°39” W a distance of 77.02 feet to a

calculated point;

24) S 87°26°30” W a distance of 834.22 feet to a point of curvature of a curve to the
left;
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25) With said curve to the left, having a radius of 38.00 feet, an arc length of 33.78
feet and a chord which bears S 61°58°37” W a distance of 32.68 feet to a

calculated point;

26)S 36°30°43” W a distance of 59.08 feet to a point of curvature of a curve to the
right;

27) With said curve to the right, having a radius of 77.00 feet, an arc length of 68.36 feet
and a chord which bears S 61°56°37” W a distance of 66.13 feet to a calculated point;

28) S 87°22°32” W a distance of 431.05 feet to a calculated point;
29) S 42°24°27” W a distance of 29.29 feet to a calculated point;
30) S 02°22°47” E a distance of 126.52 feet to a calculated point;
31)N 87°26°30” E a distance of 20.47 feet to a calculated point;
32)S 02°31°48” E a distance of 175.53 feet to a /4™ iron rod set;
33) S 87°26°30” W a distance of 122.30 feet to a calculated point;

34)N 81°25°12” W a distance of 102.72 feet to a point of curvature of a curve to the
left;

35) With said curve to the left, having a radius of 24.00 feet, an arc length of 7.81 feet
and a chord which bears S 85°33°11” W a distance of 7.77 feet to a point of

curvature of a curve to the right;

36) With said curve to the right, having a radius of 283.22 feet, an arc length of 64.46
feet and a chord which bears S 80°30°08” W a distance of 64.32 feet to a
calculated point;

37)S 87°26°30” W a distance of 24.73 feet to a calculated point;

38)S 02°33°30” E a distance of 32.01 feet to a calculated point;

39)S 87°41°20” W a distance of 335.00 feet to a 60d nail set, from which a '2” iron
rod found at an angle point of said 1989.252 acre tract, also being an angle point
of said 1033.081 acre tract bears, S 02°59°04” W a distance of 4,466.08 feet;

40) N 34°49°34™ W a distance of 62.77 feet to a calculated point;

41)N 02°33°30” W a distance of 131.94 feet to a calculated point;

42) S 87°26°30” W a distance of 14.65 feet to a calculated point;

43)N 02°33°30” W a distance of 112.45 feet to a calculated point;
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44)N 88°14°17” E a distance of 20.14 feet to a calculated point;

45)N 02°33°40” W a distance of 106.92 feet to a calculated point;
46) S 87°20°47” W a distance of 125.89 feet to a calculated point;
47)N 02°39°13” W a distance of 110.69 feet to a calculated point;

48)N 16°21°19” E a distance of 170.33 feet to the POINT OF BEGINNING and
containing 23.00 acres (Gross) & 22.66 acres (Net).

SAVE & EXCEPT - (0.34 ACRE)
BEGINNING at a 60d nail set in the interior of the said 1989.252 acre tract, said
60d nail having Texas State Plane (Central Zone 4203) coordinates of
N=10,044,191.51, E=3,138,090.88

THENCE through the interior of said 1989.252 acre tract the following eight (8)
calls:

1) S 02°41°00” E for a distance of 110.23 feet to a calculated point;
2) S 87°19°00” W for a distance of 109.90 feet to a calculated point;
3) N 02°41°00” W for a distance of 19.84 feet to a calculated point;
4) S 87°19°00” W for a distance of 39.41 feet to a calculated point;
5) N 02°41°00” W for a distance of 70.68 feet to a calculated point;
6) N 87°19°00” E for a distance of 39.40 feet to a calculated point;
7) N 02°47°58” W for a distance of 19.74 feet to a calculated point;

8) N 87°20°24” E for a distance of 109.95 feet to the POINT OF BEGINNING
and containing 0.34 acre (14,902 sq. ft.) of land;

TOTAL ACREAGE - 22.66 acres (987,129 sq. ft.) of lease area.
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NOTE

The coordinates and bearings described herein are Texas State Plane Grid Bearings, (Central
Zone-4203), NAD 83.

THE STATE OF TEXAS §
§ KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF TRAVIS §

That I, Carmelo L. Macias, a Registered Professional Land Surveyor, do hereby state that
the above description is true and correct to the best of my knowledge and belief and that the
property described herein was determined by a survey made on the ground under my direction
and supervision.

WITNESS MY HAND AND SEAL at Austin, Travis County, Texas, this 15th day of
November, 2016, A.D.

Macias & Associates, L.P. ﬁs&mﬂ%} ,4) , ch&&/

5410 South 1° Street Carmelo L. Macias

Austin, Texas 78745 Registered Professional Land Surveyor

512-442-7875 No. 4333 — State of Texas
REFERENCES

AUSTIN GRID NO. N-16
TCAD PARCEL ID NO. 03-1531-06-01
MACIAS & ASSOCIATES, L.P,,
PROJECT NO. 87-43-16
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EXHIBIT A 1.2
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LEASE TERMINATION AGREEMENT

THIS LEASE TERMINATION AGREEMENT (this "Agreement") is entered into as of the
Reference Date by and between Owner and Tenant, with reference to the following:

1. General Terms.

(a) Reference Date: ,2022

(b) Owner: the CITY OF AUSTIN, TEXAS
a Texas home rule and municipal corporation,

() Tenant: LONESTAR AIRPORT HOLDINGS, LLC,
a Delaware limited liability company,

(d) Premises: the premises leased pursuant to the Lease covering the real
property described on Exhibit A attached hereto.

(e) Lease: South Terminal Lease and Concession Agreement between the

Owner and Highstar Capital IV, L.P. on March 24, 2016 (the
“Lease”), which was assigned to Tenant by the Assignment and
Assumption Agreement by and between Highstar Capital IV LP
and Tenant dated March 24, 2016, and amended by Amendment
No. One to the South Terminal Lease and Concession
Agreement by and between the Owner and Tenant, effective July
1,2019.

6)) Termination Date: 11:59 p.m. on the ninetieth (90%) day following Landlord’s
issuance of the Termination Notice (as defined herein).

(2) Termination Consideration: $1,954,000, payable on the Termination Date and upon
Tenant’s vacation and surrender of the Premises

2. Recitals.

(a) Pursuant to the Lease, Owner leased to Tenant, and Tenant leased from Owner, the
Premises upon the terms and at the rental more particularly set forth in the Lease, as amended.

(b) Tenant and Owner desire to terminate the Lease, and Owner and Tenant are willing to
agree to a termination of the Lease subject to the terms and conditions set forth in this Agreement.
Capitalized terms used in this Agreement, unless expressly provided otherwise in this Agreement, shall
have the same meanings given to such terms in the Lease.

3. Termination. When Owner desires to effectively terminate the Lease, it will issue written notice
to Tenant that Tenant has ninety (90) days to vacate the Premises (the “Termination Notice”). The
Lease shall terminate and be of no further force and effect as of the Termination Date. Tenant shall
vacate and surrender the Premises on or prior to the Termination Date, and upon such surrender and
vacation by Tenant, Owner shall pay the Termination Consideration, which Tenant acknowledges and
agrees is sufficient consideration for the termination of the Lease. The Lease shall then be terminated as
of the Termination Date subject to the conditions set forth in this Agreement. As of the Termination
Date, all subleases, sublicenses and any other agreements Tenant has entered (with or without Owner’s

Lease Termination Agreement Page 1
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consent or knowledge) with respect to Tenant’s operations at the Premises, written or otherwise, shall be
automatically terminated without further action from Owner. Thereafter, Tenant shall have no further
right to occupy and/or use the Premises. After the Termination Date, the surrender and vacation of the
Premises by Tenant and Owner's payment of the Termination Consideration, neither Tenant nor Owner
shall have any further liability or obligation to the other with respect to the Lease.

4. Tenant's Obligations. On or before the Termination Date, Tenant shall have (a) peaceably
vacated and surrendered the Premises to Owner; (b) removed from the Premises all persons occupying
and using the Premises by, through or under Tenant and removed from the Premises all personal property
(other than fixtures) owned by Tenant, except for those items which Tenant has no desire to remove; and
(c) returned to Owner all keys and security cards issued to Tenant in connection with its use of the
Premises, all of the foregoing being subject to the satisfaction of Owner.

s. Mutual Release. Effective on the Termination Date, and subject to satisfaction of Tenant’s
obligations under Section 4 hereof, and Owner’s remittance to Tenant of the Termination Consideration:

(a) Tenant, on behalf of itself and its partners, officers, directors, agents, employees,
successors in interest and assigns, releases and discharges Owner and its officers, directors, council
members, agents, employees, contractors, successors in interest and assigns, from and against any and all
claims, demands, causes of action, liabilities and obligations, known and unknown, foreseen and
unforeseen, direct and indirect, in any way arising out of or relating to the Lease and/or Tenant's use and
occupancy of the Premises; it being the express intention of the parties that the foregoing shall be deemed
to be a full and general release.

(b) Owner, on behalf of itself and its affiliated companies, partners, officers, directors,
agents, employees, successors in interest and assigns, releases and discharges Tenant and Tenant's
partners, officers, directors, agents, employees, successors in interest and assigns from and against any
and all claims, demands, causes of action, liabilities and obligations, known and unknown, foreseen and
unforeseen, direct and indirect, in any way arising out of or relating to the Lease and/or Tenant's use and
occupancy of the Premises; it being the express intention of the parties that the foregoing shall be deemed
to be a full and general release, except for the following items which shall survive the termination of the
Lease: (i) Tenant's obligations under the Lease which pertain to the vacation of the Premises, holdover,
indemnification and any other provisions which expressly survive the termination of the Lease; and (ii)
the provisions of this Agreement.

6. Access. Owner may prohibit access by Tenant to the Premises after the Termination Date by
changing the locks to the Premises or by any other means permitted by the Lease, at law or in equity.

7. Rent. Tenant shall not be excused from its obligation to pay rent under the Lease up until the
Termination Date.

8. Removal of Property.

(a) Notwithstanding anything in the Lease to the contrary, all permanent or built-in fixtures
or improvements (including, without limitation Covered Improvements, as defined in the Lease) in the
Premises shall be and remain the property of Owner as of the Termination Date. All Trade Fixtures (as
defined in the Lease) and other removable equipment and other removable equipment installed in the
Premises by Tenant and paid for by Tenant shall remain the property of Tenant and shall be removed by
Tenant on or before the Termination Date.

Lease Termination Agreement Page 2
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() If any such Trade Fixtures or other removable equipment are not removed on or before
the Termination Date, Tenant grants to Owner the option, exercisable at any time thereafter without the
requirement of any notice to Tenant, (i) to treat such property, or any part of such property, as being
abandoned by Tenant to Owner, in which event Owner shall be deemed to have full rights of ownership in
such abandoned property; provided however, that Owner shall not assume title to, or an ownership
interest in, any "solid waste," "hazardous waste," or other material regulated by or subject to any
applicable environmental, health or safety laws, and any such material may be disposed of in accordance
with such laws at Tenant's sole cost and expense, with reimbursement therefor to be made to Owner upon
demand; and/or (ii) to sell, give away, donate or dispose of as trash or refuse any or all of such property
without any responsibility to deliver to Tenant any proceeds from such disposition. Owner shall have no
liability of any kind whatsoever to Tenant in respect of the exercise or failure to exercise the options set
forth in this Paragraph 8. Specifically, Tenant shall not have the right to assert against Owner a claim
either for the value, or the use, of any such property, either as an offset against any amount of money

owing to Owner or otherwise.

9. Successors and Assigns; Time. This Agreement shall be binding upon and inure to the benefit of
Owner and Tenant and their respective predecessors, successors and assigns. Time is of the essence with
respect to all provisions of this Agreement.

10. Authority; Joint and Several Liability. Tenant covenants, warrants and represents that: (i)
Tenant is the current holder of the Tenant's Interest (as defined in the Lease), and, as of the Termination
Date, there is no other person or entity occupying or otherwise claiming an interest in the Premises; (ii)
each individual executing, attesting and/or delivering this Agreement on behalf of Tenant is authorized to
do so on behalf of Tenant; (iii) this Agreement is binding upon and enforceable against Tenant; and (iv)
Tenant is duly organized and legally existing in the state of its organization and is qualified to do business
in the state in which the Premises are located. Notices, payments and agreements given or made by, with
or to any one person or entity shall be deemed to have been given or made by, with or to all of them.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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EXECUTED by Owner and Tenant as of the Reference Date.

OWNER:

TENANT:

Lease Termination Agreement

CITY OF AUSTIN,
a Texas home rule city and municipal corporation

By:

Name:

Title:

LONESTAR AIRPORT HOLDINGS, LLC,
a Delaware limited liability company

By:

Name:

Title:

Page 4
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MACIAS & ASSOCIATES, L.P.

LAND SURVEYORS — FIRM REG. NO. 101141-00

CITY OF AUSTIN

EXHIBIT “ ” TO
SOUTH TERNINAL
LEASE AGREEMENT

LEGAL DESCRIPTION FOR

A 23.00 ACRE (1,002,031 SQUARE FEET) TRACT OF LAND IN THE SANTIAGO
DEL VALLE TEN LEAGUE GRANT SURVEY, ABSTRACT NO. 24, TRAVIS
COUNTY, TEXAS, BEING OUT OF A CALLED 1989.252 ACRE TRACT TO THE
CITY OF AUSTIN IN DEED WITHOUT WARRANTY RECORDED IN DOCUMENT
NUMBER 2002002218 OF THE OFFICIAL PUBLIC RECORDS OF TRAVIS
COUNTY, TEXAS. SAID 23.00 ACRES, SAVE & EXCEPT A 0.34 ACRE TRACT
OF LAND, IN TOTAL A 2266 ACRE TRACT AS SHOWN ON THE
ACCOMPANYING SKETCH, BEING MORE PARTICULARLY DESCRIBED BY
METES AND BOUNDS AS FOLLOWS:

BEGINNING at a 60d nail set in the interior of the said 1989.252 acre tract, said 60d nail having
Texas State Plane Coordinates (Central Zone 4203) of N=10,044,494.22, E=3,137,398.76 for the
northwest corner of this tract, from which a %> iron rod found at an interior angle of said
1989.252 acre tract, also being a northeast corner of a 1033.081 acre tract conveyed to the City
of Austin in deed without warranty recorded in Document Number 1999015608 of the Official
Public Records of Travis County, Texas, bears N 05°35°01” W a distance of 6,233.50 feet;
THENCE through the interior of said 1989.252 acre tract the following forty-eight (48) calls:

1) N 87°26°30” E for a distance of 465.38 feet to a calculated point;

2) $02°33°30” E for a distance of 130.10 feet to a calculated point;

3) S41°43°16” W for a distance of 68.12 feet to a calculated point;

4) S41°42°29” E for a distance of 6.23 feet to a calculated point;

5) N 41°40°08” E for a distance of 203.19 feet to a calculated point;

6) N 87°22°35" E for a distance of 375.79 feet to a point of curvature of a curve to
the left;

7) With said curve to the left, having a radius of 100.09 feet, an arc length of 35.74 feet and
a chord which bears N 77°33°57” E a distance of 35.55 feet to a calculated point;

8) N 02°41°00” W for a distance of 115.62 feet to a calculated point;
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9) N 87°21°57” E a distance of 300.96 feet to a calculated point;

10)S 02°41°00” E a distance of 64.99 feet to a point of curvature of a curve to the
left;

11) With said curve to the left, having a radius of 10.00 feet, an arc length of 15.70
feet and a chord which bears S 47°40°07” E a distance of 14.14 feet to a

calculated point;
12) N 87°20°47” E a distance of 220.47 feet to a calculated point;
13)N 42°29°14” E a distance of 386.62 feet to a 60d nail set;
14) S 47°30°46” E a distance of 165.53 feet to a calculated point;
15)S 41°19°42” W a distance of 215.92 feet to a calculated point;

16)N 87°20°47” E a distance of 768.04 feet to point of curvature of a curve to the
left;

17) With said curve to the left, having a radius of 80.00 feet, an arc length of 83.24
feet and a chord which bears N 57°32°20” E a distance of 79.53 feet to a point of
cusp of a curve to the left;

18) With said curve to the left, having a radius of 586.87 feet, an arc length of 283.55
feet and a chord which bears S 13°50°37” W a distance of 280.80 feet to a

calculated point;
19)N 53°22°12” W a distance of 142.56 feet to a calculated point;

20)S 72°53°58” W a distance of 96.54 feet to a point of curvature of a curve to the
left;

21) With said curve to the left, having a radius of 100.00 feet, an arc length of 52.86
feet and a chord which bears S 57°45°23” W a distance of 52.25 feet to a

calculated point;
22)S 42°36°48” W a distance of 53.49 feet to a point of curvature of a curve to the
right;

23) With said curve to the right, having a radius of 101.00 feet, an arc length of 79.02
feet and a chord which bears S 65°01°39” W a distance of 77.02 feet to a

calculated point;

24)S 87°26°30” W a distance of 834.22 feet to a point of curvature of a curve to the
left;
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25) With said curve to the left, having a radius of 38.00 feet, an arc length of 33.78
feet and a chord which bears S 61°58°37” W a distance of 32.68 feet to a

calculated point;

26)S 36°30°43” W a distance of 59.08 feet to a point of curvature of a curve to the
right;

27) With said curve to the right, having a radius of 77.00 feet, an arc length of 68.36 feet
and a chord which bears S 61°56°37” W a distance of 66.13 feet to a calculated point;

28) S 87°22732” W a distance of 431.05 feet to a calculated point;
29) S 42°24°27” W a distance of 29.29 feet to a calculated point;
30) S 02°22°47” E a distance of 126.52 feet to a calculated point;
31)N 87°26°30” E a distance of 20.47 feet to a calculated point;
32) S 02°31°48” E a distance of 175.53 feet to a }2” iron rod set;
33) S 87°26°30” W a distance of 122.30 feet to a calculated point;

34)N 81°25°12” W a distance of 102.72 feet to a point of curvature of a curve to the
left;

35) With said curve to the left, having a radius of 24.00 feet, an arc length of 7.81 feet
and a chord which bears S 85°33°11" W a distance of 7.77 feet to a point of
curvature of a curve to the right;

36) With said curve to the right, having a radius of 283.22 feet, an arc length of 64.46
feet and a chord which bears S 80°30°08” W a distance of 64.32 feet to a
calculated point;

37)S 87°26°30” W a distance of 24.73 feet to a calculated point;

38) S 02°33°30” E a distance of 32.01 feet to a calculated point;

39) S 87°41°20” W a distance of 335.00 feet to a 60d nail set, from which a '4” iron
rod found at an angle point of said 1989.252 acre tract, also being an angle point
of said 1033.081 acre tract bears, S 02°59°04” W a distance of 4,466.08 feet;

40) N 34°49°34” W a distance of 62.77 feet to a calculated point;

41)N 02°33°30” W a distance of 131.94 feet to a calculated point;

42)S 87°26°30” W a distance of 14.65 feet to a calculated point;

43)N 02°33°30” W a distance of 112.45 feet to a calculated point;
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44)N 88°14°17” E a distance of 20.14 feet to a calculated point;

45)N 02°33°40” W a distance of 106.92 feet to a calculated point;
46) S 87°20°47” W a distance of 125.89 feet to a calculated point;
47)N 02°39°13” W a distance of 110.69 feet to a calculated point;

48)N 16°21°19” E a distance of 170.33 feet to the POINT OF BEGINNING and
containing 23.00 acres (Gross) & 22.66 acres (Net).

SAVE & EXCEPT - (0.34 ACRE)
BEGINNING at a 60d nail set in the interior of the said 1989.252 acre tract, said
60d nail having Texas State Plane (Central Zone 4203) coordinates of
=10,044,191.51, E=3,138,090.88

THENCE through the interior of said 1989.252 acre tract the following eight (8)
calls:

1) S 02°41°00” E for a distance of 110.23 feet to a calculated point;
2) S 87°19°00" W for a distance of 109.90 feet to a calculated point;
3) N 02°41°00” W for a distance of 19.84 feet to a calculated point;
4) S 87°19°00” W for a distance of 39.41 feet to a calculated point;
5) N 02°41°00" W for a distance of 70.68 feet to a calculated point;
6) N 87°19°00" E for a distance of 39.40 feet to a calculated point;
7) N 02°47°58” W for a distance of 19.74 feet to a calculated point;

8) N 87°20°24” E for a distance of 109.95 feet to the POINT OF BEGINNING
and containing 0.34 acre (14,902 sq. ft.) of land;

TOTAL ACREAGE - 22.66 acres (987,129 sq. ft.) of lease area.
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NOTE

The coordinates and bearings described herein are Texas State Plane Grid Bearings, (Central
Zone-4203), NAD 83.

THE STATE OF TEXAS §
§ KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF TRAVIS §

That I, Carmelo L. Macias, a Registered Professional Land Surveyor, do hereby state that
the above description is true and correct to the best of my knowledge and belief and that the
property described herein was determined by a survey made on the ground under my direction
and supervision.

WITNESS MY HAND AND SEAL at Austin, Travis County, Texas, this 15th day of
November, 2016, A.D.

Macias & Associates, L.P. aﬂ/ﬂ?ﬂ/@ % . %(LLJZ//

5410 South 1% Street Carmelo L. Macias

Austin, Texas 78745 Registered Professional Land Surveyor

512-442-7875 No. 4333 — State of Texas
REFERENCES

AUSTIN GRID NO. N-16
TCAD PARCEL ID NO. 03-1531-06-01
MACIAS & ASSOCIATES, L.P.,
PROJECT NO. 87-43-16
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NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY
REMOVE OR STRIKE ANY OR ALL OF THE FOLLOWING INFORMATION FROM ANY
INSTRUMENT THAT TRANSFERS AN INTEREST IN REAL PROPERTY BEFORE IT IS
FILED FOR RECORD IN THE PUBLIC RECORDS: YOUR SOCIAL SECURITY NUMBER OR

YOUR DRIVER'S LICENSE NUMBER.

RIGHT OF ENTRY AND POSSESSION

THE STATE OF TEXAS §

§
COUNTY OF TRAVIS §

1. LoneStar Airport Holdings, LLC, a Delaware Limited Liability Company
(“Tenant”), a Delaware limited liability company, doing business in Travis County, Texas owns
certain leasehold interests in a certain tract of land in Austin, Travis County, Texas, described in
the attached and incorporated EXHIBIT A (“Premises”), which is owned in fee simple by the City

of Austin (“City”).

2. The City requires the Tenant’s Interest, including the entire Premises, as those
terms are defined in the South Terminal Lease and Concession Agreement between the City of
Austin (“Owner”) and Highstar Capital IV, L.P. on March 24, 2016 (the “Lease”), which was
assigned to Tenant by the Assignment and Assumption Agreement by and between Highstar
Capital IV LP and Tenant dated March 24, 2016, and amended by Amendment No. One to the
South Terminal Lease and Concession Agreement by and between the Owner and Tenant,
effective July 1, 2019, and all improvements and other buildings therein and thereon leased to
Tenant by Owner, as well as the entirety of Tenant’s Interest as that term is defined in the
Lease, in order to accommodate proposed improvements at the Austin-Bergstrom International
Airport (“AUS”) relating to the Airport Expansion and Development Program (“AEDP”).

The parties agree that Tenant in consideration of $1.00 and other good and valuable
consideration paid by the City to Tenant, the receipt and sufficiency of which is acknowledged.
Tenant has GRANTED, SOLD and CONVEYED, and by these premises do GRANT, SELL and
CONVEY, unto the City, the right of entry in, on, over, across, under and upon, and the
exclusive right of possession of the entire Premises, and Tenant’s Interest.

This grant of Right of Entry and Possession is conditioned upon the following:

1. The City and its agents, contractors, and assigns (“Agents”), whether one or
more), have the right of entry upon, and the possession of the Property from and after
[DATE] to survey, conduct site review and analysis, and to decommission and
remove any improvements from the Premises as deemed appropriate by the City. The City and
its Agents have the full and non-exclusive right to control and use the Premises.

2. Granting the Right of Entry and Possession does not in any way, prejudice
Tenant’s right to receive full and just compensation for the Tenant’s Interest to be acquired by
the City in the Premises.

3. The parties agree that the valuation date for determining the amount of just
compensation for the Tenant’s Interest proposed to be acquired by the City, for negotiation or
eminent domain proceeding purposes, will be the Effective Date of this Agreement.
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4. It is expressly provided that, if the City institutes condemnation proceedings
against the Tenant's Interest, the City will not be liable to the Tenant for interest upon any award
or judgment in such proceedings for any period of time prior to the deposit by the City in the
condemnation proceedings as required by law. This conveyance is made for the mutual benefit
of the Tenant and the City, and Tenant does not claim the right to interest for any period of time
that the City might have had exclusive possession of the Premises and ownership of Tenant’s
Interest prior to the deposit by the City of the amount of the award.

5. This Right of Entry and Possession is irrevocable by Tenant. The Tenant will
have no right to withdraw or rescind the rights herein conveyed.

TO HAVE AND TO HOLD the exclusive right of possession of the Premises and
ownership of Tenant’s Interest for the purposes and subject to the limitations above described,
and the Tenant warrants that no other person or corporation owns any part of the Tenant's
Interest or any property interest in the Premises other than the Tenant herein.

Executed on , 2022.

[The Remainder of page left intentionally blank.]



Case 1:22-cv-00770-RP Document 38-13 Filed 10/12/22 Page 30 of 39

TENANT:

By: LONESTAR AIRPORT HOLDINGS, LLC a limited
liability company formed and existing under the laws of the
State of Delaware

By:
Name:
Title:
ACKNOWLEDGEMENT
STATE OF §
§
COUNTY OF §
This instrument was acknowledged before me on the day of
202__, by
, on behalf of

GIVEN UNDER MY HAND AND SEAL OF OFFICE this day of
202

Notary Public in and for the State of

(Print Name of Notary Public Here)

After Recording Return to City of Austin Pick Up Box

City of Austin - Financial Services Dept. - Real Estate Office (FSD-RES)
Attn: Laura Seer — FSD-RES 13t Floor

P.O. Box 1088

Austin, Texas 78767

Project Name: AUS South Terminal
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; : 1 * LAND SURVEYORS — FIRM REG. NO. 101141-00
CITY OF AUSTIN
EXHIBIT “ ” TO
SOUTH TERNINAL
LEASE AGREEMENT
LEGAL DESCRIPTION FOR

A 23.00 ACRE (1,002,031 SQUARE FEET) TRACT OF LAND IN THE SANTIAGO
DEL VALLE TEN LEAGUE GRANT SURVEY, ABSTRACT NO. 24, TRAVIS
COUNTY, TEXAS, BEING OUT OF A CALLED 1989.252 ACRE TRACT TO THE
CITY OF AUSTIN IN DEED WITHOUT WARRANTY RECORDED IN DOCUMENT
NUMBER 2002002218 OF THE OFFICIAL PUBLIC RECORDS OF TRAVIS
COUNTY, TEXAS. SAID 23.00 ACRES, SAVE & EXCEPT A 0.34 ACRE TRACT
OF LAND, IN TOTAL A 22.66 ACRE TRACT AS SHOWN ON THE
ACCOMPANYING SKETCH, BEING MORE PARTICULARLY DESCRIBED BY
METES AND BOUNDS AS FOLLOWS:

BEGINNING at a 60d nail set in the interior of the said 1989.252 acre tract, said 60d nail having
Texas State Plane Coordinates (Central Zone 4203) of N=10,044,494.22, E=3,137,398.76 for the
northwest corner of this tract, from which a %” iron rod found at an interior angle of said
1989.252 acre tract, also being a northeast corner of a 1033.081 acre tract conveyed to the City
of Austin in deed without warranty recorded in Document Number 1999015608 of the Official
Public Records of Travis County, Texas, bears N 05°35°01” W a distance of 6,233.50 feet;
THENCE through the interior of said 1989.252 acre tract the following forty-eight (48) calls:

1) N 87°26°30” E for a distance of 465.38 feetto a calculated point;

2) S 02°33°30” E for a distance of 130.10 feet to a calculated point;

3) S41°43°16” W for a distance of 68.12 feet to a calculated point;

4) S 41°42°29” E for a distance of 6.23 feet to a calculated point;

5) N 41°40°08” E for a distance of 203.19 feet to a calculated point;

6) N 87°22°35” E for a distance of 375.79 feet to a point of curvature of a curve to
the left;

7) With said curve to the left, having a radius of 100.09 feet, an arc length of 35.74 feet and
a chord which bears N 77°33°57” E a distance of 35.55 feet to a calculated point;

8) N 02°41°00” W for a distance of 115.62 feet to a calculated point;
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9) N 87°21°57” E a distance of 300.96 feet to a calculated point;

10)S 02°41°00” E a distance of 64.99 feet to a point of curvature of a curve to the
left;

11) With said curve to the left, having a radius of 10.00 feet, an arc length of 15.70
feet and a chord which bears S 47°40°07” E a distance of 14.14 feet to a

calculated point;
12)N 87°20°47” E a distance of 220.47 feetto a calculated point;
13)N 42°29°14” E a distance of 386.62 feet to a 60d nail set;
14) S 47°30°46” E a distance of 165.53 feet to a calculated point;
15)S 41°19°42” W a distance of 215.92 feet to a calculated point;

16)N 87°20°47” E a distance of 768.04 feet to point of curvature of a curve to the
left;

17) With said curve to the left, having a radius of 80.00 feet, an arc length of 83.24
feet and a chord which bears N 57°32°20” E a distance of 79.53 feet to a point of
cusp of a curve to the left;

18) With said curve to the left, having a radius of 586.87 feet, an arc length of 283.55
feet and a chord which bears S 13°50°37” W a distance of 280.80 feet to a

calculated point;
19)N 53°22°12” W a distance of 142.56 feet to a calculated point;

20)S 72°53°58” W a distance of 96.54 feet to a point of curvature of a curve to the
left;

21) With said curve to the left, having a radius of 100.00 feet, an arc length of 52.86
feet and a chord which bears S 57°45°23” W a distance of 52.25 feet to a

calculated point;

22)S 42°36°48” W a distance of 53.49 feet to a point of curvature of a curve to the
right;

23) With said curve to the right, having a radius of 101.00 feet, an arc length of 79.02
feet and a chord which bears S 65°01°39” W a distance of 77.02 feet to a

calculated point;
24)S 87°26°30” W a distance of 834.22 feet to a point of curvature of a curve to the
left;

Page 20of 7
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25) With said curve to the left, having a radius of 38.00 feet, an arc length of 33.78
feet and a chord which bears S 61°58°37” W a distance of 32.68 feet to a

calculated point;

26)S 36°30°43” W a distance of 59.08 feet to a point of curvature of a curve to the
right;

27) With said curve to the right, having a radius of 77.00 feet, an arc length of 68.36 feet
and a chord which bears S 61°56°37” W a distance of 66.13 feet to a calculated point;

28) S 87°22°32” W a distance of 431.05 feet to a calculated point;
29) S 42°24°27” W a distance of 29.29 feet to a calculated point;
30) S 02°22°47” E a distance of 126.52 feet to a calculated point;
31)N 87°26°30” E a distance of 20.47 feet to a calculated point;
32) S 02°31°48” E a distance of 175.53 feet to a /%" iron rod set;
33) S 87°26°30” W a distance of 122.30 feet to a calculated point;

34)N 81°25°12” W a distance of 102.72 feet to a point of curvature of a curve to the
left;

35) With said curve to the left, having a radius of 24.00 feet, an arc length of 7.81 feet
and a chord which bears S 85°33°11” W a distance of 7.77 feet to a point of
curvature of a curve to the right;

36) With said curve to the right, having a radius of 283.22 feet, an arc length of 64.46
feet and a chord which bears S 80°30°08” W a distance of 64.32 feet to a

calculated point;

37)S 87°26°30” W a distance of 24.73 feet to a calculated point;

38) S 02°33°30" E a distance of 32.01 feet to a calculated point;

39) S 87°41°20” W a distance of 335.00 feet to a 60d nail set, from which a 2" iron
rod found at an angle point of said 1989.252 acre tract, also being an angle point
of said 1033.081 acre tract bears, S 02°59°04” W a distance of 4,466.08 feet;

40) N 34°49°34” W a distance of 62.77 feet to a calculated point;

41)N 02°33°30” W a distance of 131.94 feet to a calculated point;

42) S 87°26°30” W a distance of 14.65 feet to a calculated point;

43)N 02°33°30” W a distance of 112.45 feet to a calculated point;
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44)N 88°14°17” E a distance of 20.14 feet to a calculated point;

45)N 02°33°40” W a distance of 106.92 feet to a calculated point;
46) S 87°20°47” W a distance of 125.89 feetto a calculated point;
47)N 02°39°13” W a distance of 110.69 feetto a calculated point;

48)N 16°21°19” E a distance of 170.33 feet to the POINT OF BEGINNING and
containing 23.00 acres (Gross) & 22.66 acres (Net).

SAVE & EXCEPT - (0.34 ACRE)

BEGINNING at a 60d nail set in the interior of the said 1989.252 acre tract, said
60d nail having Texas State Plane (Central Zone 4203) coordinates of
N=10,044,191.51, E=3,138,090.88

THENCE through the interior of said 1989.252 acre tract the following eight (8)
calls:

1) S02°41°00 E for a distance of 110.23 feet to a calculated point;
2) S 87°19°00” W for a distance of 109.90 feet to a calculated point;
3) N 02°41°00” W for a distance of 19.84 feet to a calculated point;
4) S 87°19°00” W for a distance of 39.41 feet to a calculated point;
5) N 02°41°00™ W for a distance of 70.68 feet to a calculated point;
6) N 87°19°00” E for a distance of 39.40 feet to a calculated point;
7) N 02°47°58” W for a distance of 19.74 feet to a calculated point;

8) N 87°20°24” E for a distance of 109.95 feet to the POINT OF BEGINNING
and containing 0.34 acre (14,902 sq. ft.) of land;

TOTAL ACREAGE - 22.66 acres (987,129 sq. ft.) of lease area.
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NOTE

The coordinates and bearings described herein are Texas State Plane Grid Bearings, (Central
Zone-4203), NAD 83.

THE STATE OF TEXAS §
§ KNOW ALL MEN BY THESE PRESENTS:

COUNTY OF TRAVIS §

That I, Carmelo L. Macias, a Registered Professional Land Surveyor, do hereby state that
the above description is true and correct to the best of my knowledge and belief and that the
property described herein was determined by a survey made on the ground under my direction
and supervision.

WITNESS MY HAND AND SEAL at Austin, Travis County, Texas, this 15th day of
November, 2016, A.D.

Macias & Associates, L.P. &1’)’)’1,2/0 % , PNz eila

5410 South 1°* Street Carmelo L. Macias

Austin, Texas 78745 Registered Professional Land Surveyor

512-442-7875 No. 4333 — State of Texas
REFERENCES

AUSTIN GRID NO. N-16
TCAD PARCEL ID NO. 03-1531-06-01
MACIAS & ASSOCIATES, L.P.,
PROJECT NO. 87-43-16

Page 5of 7

5410 South 1% Street o Austin, Texas 78745 » (512) 442-7875 o Fax (512) 442-7876 » www.maciasworld.com



HOO QTHOMSYIOVH MMM
9L8L-2¥(21S) XV SLBL-TYv(21S) Hd
SY/BL SVXAL ‘NUSNY
L33ULS 1SE HINOS OLYS

X % ¥ % ¥ ¥

00-T¥T10T ‘ON WMI{ - SHOXIANNS ANV

d"T SAIVIOSSY 2 SVIOVR

‘9 NI 3¥Y NMOHS SALVNIG¥000 %
SIONVISIQ TV *(9861) £8AYN ‘(£0ZH)
3NOZ IVHLN3O ‘S¥X3L 40 WILSAS
3LYNIGY00D 3NV1d 3LVLS 3HL NO g3sve
34V NOIY3IH NMOHS SONINvVIE TIV

SISVE ONRv3Id

‘ALYIO¥d SIHL OL ONINIVLNId SLNIWNAULSNI
¥O SINIW3SY3 TIV 3ANTIONI LON AVA OGNV
HOAIANNS 3HL AB HOMV3S SAY0O3Y onand v
NO @3SVE SI ONMVNG SIHL NO NOLLVIWOINI

L 40 9 39vd

/erea

SDX3] JO 9\DI§ — £o¢y ON
JokaAing puD |DUOISSaJ0Id pale)siBay
\ SDIOOW "] OjaULID)

w\\. \ xﬂ\\ /7

& SVIVA 1 GTIRAYS )

Case 1:22-cv-00770-RP Document 38-13 Filed 10/12/22 Page 37 of 39

JVOS JIHdVY9

00z oL o

INIWITIDV HSVAT TYNINJAL HLNOS
NOILAIEDSAA TVOAT ANVAWODIV OL HOLMIS

vl K Ew

“ oy Q¥OO3Y "L¥OC43Y JLW V 40 LI43N3E
CnoY D g MYy 3HL LNOHLIM G3NNOAMIA SYM AJANDS SHL
9l-€v—/8 TON qop “HION
AN ALYIdO¥d —d— S378VL 3AYND % 3N ¥O4 £ 40 £ 39Vd 33S«
NMOHS NOLLYWYOANI Q8003 () 10-90-1£61-£0 01 TV
10 SR SHENG WOLG HI1Hd0 S.Sim.w .m&w%om%w ‘ON 000
« Y 2526861
LI o (SO o
o TYNOLYNYZINI WHOLSOHIE-NILSTIY, 008
ONINNI93E 40 LNOd  'B0d A3AdNS ITVATIA 2 SaY n 8
ANIOd G3LYINDIVO v . M,0Z,1b.L8S /..w
< gl LYY IE {3 ) Sy e S
EE L ) e = SRS 2
aN3OT . -7 So SNLow Mhuidta i 583
o Tl i IS
//// £ HOQWHOD \\\ PR Iilm....v._lll.// S } m_,V_.lJ 0 mmm
NS AN INILSIXT - - 1o ~_ M,02 £E.Z0N ad LER
1 AN e - 95 d0aui0s mg v e —— A SN
- AUN INISIX: = S ol
b X T M Lo B I aveu &3
| o« - - - o G 1 oocow# ongna @Isson.mm.woz _mu
-~ - ~ H HLNOS -
TIV&. HOU0D /AA\ - 80'6S e e — 21 oA L = ?ln‘_l._i ___ > R
_ " AUTIIR NLSIX3 -~ M.2¥,0£.968 TTS0'IeY MZEZELES - T 26'901 o 1
_ ! =i L4 08 2067 = — MOPSEZONT Sl ]
167161 740°01=N 0! .
BN . (1430x3 % 3AVS) ‘80" W 1430X3 % IAVS - S0L - =
& B =R | 2 M.ELBEZON @
| 7#/ N Sk = N o L£16E ! 8
_ T : 1 “14 "bS 1£0'Z00°1 R T ook n / 3
- : e SN S
| w AN (L3N VR SIS ssOun). vay vt T A o10g! £L0LL_og ™z
! ANN ) G (e v R ey .T | |_Soceczos  asiizom G
[ - NN E ONGi D LSl u.mm.uw.Bz_ | e G
| o N woeeL A.v.0zL8N 7O S e T | 8€'69%  3,0£,92.L8N 3
! NN 0/ L7 amonen b
v 10 o Xy ; — _ 94°86¢'/5 15 =3
ﬁ S \&/ SN N L P LYEr'rv0'0l=N
<L 28 40018409 wy® A&& () e P (vayv asval) ‘9'0'd
N> A awisixa o -\ Ve Kx | !
N ,o,.o/ / ) 10-90-1£G1~£0 ‘0l ‘AVIL
O » NLOULYSO ‘9122002002 "ON 200 Lol 4G 040D
<, ¥ (v Z52°686L) AN ONUSIXT
% . Vs (10041 .
ho<m.hmm ouﬂiz TYNOLLYNYIINI WHOLSINIE~NILSNY) [
@ yz ON TV A 13d AINNS JTVATIA #2 SY b
, oy aT Nl & P 2l 2/ V e—————
002 = L INVED an Lo

(140N TYNOILYNSIINI WHOLSOMTE NULSNY)
AFANS FTIATIA ¥Z SaY




22-cv-00770-RP Document 38-13 Filed 10/12/22 Page 38 of 39

Case 1

DP9 £/ 8\IMI\NOYAY NIVA VIEY 91-E¥~/9\NOD!

NOOD ' GTYOMSYIDVH MMM
2 : . "QI49 NI 3V NMOHS SILVNIG¥O0D %
st Nﬁwwhzmﬁumﬁﬁmw«nﬁ H S3ONVLSIO TV *(9961) £8AYN ‘(£0Z¥) £ 40 £ 30vd
133LS IS HLNOS OlYS v 3INOZ TVMIN3O ‘SYX3L 40 WALSAS
» NIG¥00D 3NV1d 3LVLS 3HL NO g3sve
oakw :ew..oz“h \Mzo X Wmﬁ 34V NO3WIH NMOHS SONINv3E .Wm
-l —SH0REANG AV SISVY ONIYY
. L]
m.__ mm___ﬁoomﬁ % mﬂog 'ALY¥3dONd SIHL OL ONINIVLYIA SLNINNMLSNI
¥0 SINIW3ISY3 TIV 3GNTONI LON AVA GNY
¥OAIA¥NS IHL A8 HO¥VIS SA¥0D3Y onand v
o g s ol 0 FR
. . ¥ v El
ARSI K et 3HL LNOHLIM GIWHOINId SVM ATANNS SIHL
sl-ch—/8 TON qop TIION
LEY9 M.80,02.08S | .82.20.€1 | 9+ v9 |.zz'¢82 L0
89°0L M.00,1¥.20N Vxal LLL M, 11£8.88S | .£0.88.8L | 182 | ,00%Z | 01D
A M,00,61.£8S 921 £1'99 M.LL,9G.19S | .6V,1G.0G | 9989 | ,00°2L 60
Y86l #,00,1+.Z0N oz 89°Z¢ M.LS.8C.19S | .LF,SG.0S | 8L'¢C | 0088 80
06601 M.00.61.28S . 20°LL M.BE.10.G9S | £¥6v.b¥ | 206 | 00710L | 4D
Kot Arde M.£Z.S¥.LGS | LOLLLOs | 982G | 0000l | 99
£2°0LL 3.00,1.20S YAl
08082 M.LS,0G.S1S | .8S.0v.L2 | S6'€8Z | £8'98S | &2
G6°60L 3.¥2,02..8N 44
£G°6L 3,02,25.LG6N | .56,95.66 | bz'cg | 0008 | 49
FLEL M.8S.L¥.cON <d plpl 3.L00v.L%S | .£18G.68 | 046l | 0000 | €2
Ot'6¢ 3.,00,6L48N 0z1 ReleReloy ALSESLLN | 224202 | FL'GE | 60001 | 2D
3ONVLSIa ININY3g : HLONST NOILO3Id HLO nIavy | 3aYN
yv ON poirr o v.113a | HLON3T | sniavy | 3A¥ND
J18vL 3INM J18vL 3AYND

INAWHHIDV HSVAT TVNINJAL HLNOS
NOILdIOSHA TVIAT ANVAWNODIV OL HOIANS

68°621 M.L¥,02.48S 811
V102 3.LLPL88N L1
SS9l M.0£,92.48S 911
loeg 3.,0€.,£¢.20S Sl
£LYT M,0£,92.48S 141
&L'2ol M.2LG2.18N ¢
0geelL M.0€,92.£8S [4%
Ly°0C 3.02,92.48N L7
25921 3.LY.22.208 oL
62°6C M.LT¥T.CYS 671
B7°¢S M.8%,9¢.2%S a1
YG'96 M.8S.£6.2LS /A
9GCrL M.CL.T2.EGN 91
6679 3.00,lv.20S G
£9°GLL M.00,17.20N 1
Bl'€0C 3.80,0%.1¥N 1
£2°9 3.62.2v.1¥S 4
.c1'89 M.9LEY.LYS 11
JONVLSIa ONIMVY38 ‘ON
J1avL 3NN




Case 1:22-cv-00770-RP Document 38-13 Filed 10/12/22 Page 39 of 39

EXHIBIT A 1.2

81L04/LIT1 hqm) 5 52d - piotpsea) a1 01 PIpPR G e @ PR STy
‘IS 018422 XOMddY DIOIER WL 0 RN 2] 3 PUY g Y SeV N

Page 4 of 4



Case 1:22-cv-00770-RP Document 38-14 Filed 10/12/22 Page 1 of 5

EXHIBIT N




Case 1:22-cv-00770-RP Document 38-14 Filed 10/12/22 Page 2 of 5



Case 1:22-cv-00770-RP Document 38-14 Filed 10/12/22 Page 3 of 5



Case 1:22-cv-00770-RP Document 38-14 Filed 10/12/22 Page 4 of 5

Christopher M. Clough
May 11, 2022
Page 3

value, made a demand for it, and explained the legal basis for the demand, but your letter, as stated
above, does none of that.?

D. In the Lease, the parties contractually ratified the City’s right to condemn LoneStar’s
interest, and Blue Mound is inapplicable for multiple reasons.

LoneStar’s reliance on the 2014 Blue Mound decision is a desperate attempt to apply
irrelevant law in an effort to rewrite the Lease for the sole benefit of LoneStar. There are multiple
reasons Blue Mound is inapplicable to the present dispute. I will highlight just a few of them.

Texas law is well-settled that lost business income, profits, capital investments and any
alleged return on those investments are fatally remote and speculative and thus not compensable.
That rule of law applies to this dispute. Blue Mound, which recognized a very narrow exception to
that legal principle based on unique facts, did not involve an extensively negotiated commercial real
estate lease agreement between highly sophisticated parties, which included a condemnation clause.
Thus, in Blue Mound, there was no landlord-tenant relationship or other preexisting contractual
relationship between the parties nor an express condemnation clause that describes a mechanism to
compensate the tenant in the event of condemnation by the landlord/municipality. Also, the City
here already owns the lease premises in fee simple as well as the South Terminal itself and is simply
condemning the leasehold interest it granted to LoneStar through the Lease.* The City is not
condemning LoneStar’s business, which it is free to continue to conduct at other airports in Texas
and other states. Blue Mound did not involve these important legal and factual distinctions.’

If Blue Mound barred the City’s exercise of its power of eminent domain, LoneStar should
have invoked it when negotiating Article 34, the condemnation clause, in 2015 and 2016.° LoneStar
invokes that decision now only because it has tenant’s remorse and wants to rewrite the deal. Of
course, the City would never have been able to agree to a contract provision that restricts its freedom
to decide whether to initiate eminent domain proceedings. Seureau v. ExxonMobil Corp., 274
S.W.3d 206, 225 (Tex. App.—Houston [14" Dist. 2008, no pet.) (citations omitted). That type of

3 Your letter claims LoneStar has received “multiple offers for hundreds of millions of dollars” in exchange
for some portion of its interests. The City’s retained independent real estate appraiser requested that
information in his November 11, 2021 letter addressed to you. Item 5 in that letter requested “[a]ny listings,
listing agreements, offers to sell, or offers to purchase.” LoneStar did not disclose any responsive
information. It is unreasonable for LoneStar to complain that the City’s Initial Offer disregarded information,
which was requested but not disclosed.

4 Article 41.05 of the Lease confirms the Lease merely created a landlord-tenant relationship between the
parties and expressly disclaimed any partnership or joint venture.

3 The Austin Court of Appeals rejected arguments similar to those made by LoneStar in a case involving a
commercial lease tenant who sought to recover the going concern value of its business due to an alleged
impossibility to relocate its business. AVM-Hou, Ltd. v. Capital Metro. Transp. Auth., 262 S.W.3d 574 (Tex.
App.—Austin 2008, no pet.).

® The parties amended the Lease in 2019. There is no record of LoneStar asking to modify Article 34, the
condemnation clause, at that point in time either.
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CAUSE NO.
CITY OF AUSTIN, TEXAS, § CONDEMNATION PROCEEDING FILED
Plaintiff, g
v. g IN PROBATE COURT NO. 1
LONESTAR AIRPORT HOLDINGS, g
LLC, and TEXAS CAPITAL BANK, §
Defendants. g OF TRAVIS COUNTY, TEXAS

PLAINTIFE’S ORIGINAL STATEMENT AND PETITION FOR CONDEMNATION

Pursuant to Chapter 21 of the Texas Property Code, THE CITY OF AUSTIN, TEXAS, a
Texas home rule city and municipal corporation (“Plaintiff” or “City of Austin”) files this Original
Statement and Petition for Condemnation (the “Petition”) against Defendants LoneStar Airport
Holdings, LLC and Texas Capital Bank (collectively “Defendants”; “Defendant Tenant” and
Defendant Lienholder” respectively) and respectfully shows the Court as follows:

DISCOVERY PLAN AND RELIEF SOUGHT

1. Pursuant to Rules 190.1 and 190.4 of the Texas Rules of Civil Procedure, discovery
is intended to be conducted under a Level 3 discovery plan. Plaintiff seeks monetary relief of
$250,000 or less and non-monetary relief. The damages and relief sought are within the
jurisdictional limits of this Court. Because Plaintiff seeks non-monetary relief, Rule 169 of the
Texas Rules of Civil Procedure regarding the expedited actions process does not apply to this suit.
TeEx. R. C1v. P. 169.

EXHIBITS
2. Plaintiff attaches to this Petition Exhibit A, as referenced below, which Plaintiff

incorporates herein by reference as if fully set forth herein.
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Exhibit Interests Described/Depicted

A 25.14 acres of land being a part the Santiago Del Valle Ten League
Grant Survey, Abstract No. 24, Travis County, Texas being out of
a called 1989.252-acre tract to the City of Austin in a Deed Without
Warranty Recorded in Document Number 2002002218 of the
Official Public Records of Travis County, Texas

PARTIES

3. The City of Austin is a Texas home rule municipality and corporate body politic
with all the powers granted to municipal corporations by the Texas Constitution and general and
special laws of the State of Texas. The City of Austin is vested with the power of eminent domain
under the provisions of Chapters 251 and 273 of the Texas Local Government Code, Chapter 22
of the Texas Transportation Code, the Texas Constitution, and the common law of the State of
Texas, to acquire real property interests, for, among other things, the public purpose of airports
and landing fields; and the planning, establishing, constructing, improving, equipping,
maintaining, operating, regulating, protecting, and policing of airports or air navigation facilities.
The City of Austin’s principal place of business is in Austin, Travis County, Texas.

4. Defendant, LoneStar Airport Holdings, LL.C, a Delaware limited liability company,
may be served with Notice of Hearing by and through its Registered Agent, Kimberly Dorrien, at
10000 Logistics Lane, Austin, TX 78719, or wherever else found. In accordance with Section
21.012(c) of the Texas Property Code, a copy of this Petition is being sent to Defendant Tenant by
certified mail, return receipt requested, and first-class mail, as well as to Defendant Tenant’s
counsel via email and electronic filing and service.

5. Defendant, Texas Capital Bank, may be served with Notice of Hearing by and
through its Registered Agent, Anna M. Alvarado, at 2000 McKinney Ave., Suite 700, Dallas, TX

75201, or wherever else found. In accordance with Section 21.012(c) of the Texas Property Code,
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a copy of this Petition is being sent to Defendant Lienholder by certified mail, return receipt
requested, and first-class mail.

0. To the best of Plaintiff’s knowledge, Defendants hold, possess or claim some
interest in or title to, the leasehold interest in the land, improvements, and all other buildings
therein and thereon (the “Subject Property”) described and depicted on Exhibit A attached hereto.
The Subject Property, from which Plaintiff will acquire title to Defendants’ interests, is located at
Austin-Bergstrom International Airport (“AUS”) in Travis County, Texas in the vicinity of the
South Terminal. Plaintiff reserves the right to amend this Petition and add as defendants any

additional parties who may subsequently appear to own an interest in the Subject Property.

JURISDICTION AND VENUE

7. Plaintiff seeks to acquire Defendants’ interests in the Subject Property by eminent
domain pursuant to chapter 21 of the Texas Property Code. This Court has jurisdiction over this
cause under Section 21.001 of the Texas Property Code.

8. Venue is proper under Section 21.013(a) of the Texas Property Code because Travis

County is the county in which the Subject Property is located.

SUIT FOR CONDEMNATION
9. Plaintiff incorporates the foregoing paragraphs as if fully set forth herein.
10.  Plaintiffis in the process of implementing the Airport Expansion and Development

Program (“AEDP”) at AUS, which includes the expansion of the Barbara Jordan Terminal and the
construction of a new Midfield Concourse. The new Midfield Concourse facility will require the
relocation of the existing midfield taxiways. Plaintiff determined that the safest, most operationally
efficient, and most cost-effective alignment of the future taxiways will require the closure and
removal of the South Terminal at AUS. The AEDP has been developed and will be implemented

to reflect what is in the best interest of the City of Austin, the City of Austin community, the greater
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Central Texas region, and the airlines to pursue a more operationally modern and cost-efficient
facility for all airlines and passengers that will keep pace with the region’s growing aviation
demand.

11. On March 24, 2016, Plaintiff granted the South Terminal Lease and Concession
Agreement (“Lease”) to Highstar Capital IV, L.P., a limited partnership formed and existing under
the laws of the State of Delaware (“Initial Tenant”). The Initial Tenant then assigned the Lease to
Defendant Tenant by the Assignment and Assumption Agreement by and between Highstar
Capital IV, L.P. and LoneStar Airport Holdings, LLC dated March 24, 2016. Plaintiff and
Defendant Tenant amended the Lease by Amendment No. One to the South Terminal Lease and
Concession Agreement by and between the City of Austin and LoneStar Airport Holdings, LLC,
effective July 1, 2019.

12.  The City Council of the City of Austin, duly incorporated, organized and existing
under and by virtue of its charter adopted by the electorate pursuant to Article X1, Section 5 of the
Texas Constitution, is vested with the power and authority to appropriate private property for
public use and purposes by condemnation proceedings and to exercise all of the powers of eminent
domain under Section 251.001 of the Texas Local Government Code.

13.  The City Council of the City of Austin determined, through a passed and adopted
Resolution 20220616-063 (the “Resolution™), that a public use and necessity exists and that it is
in the public interest to acquire Defendants’ interests in the Subject Property and all improvements
and other buildings therein and thereon leased to Defendant Tenant by Plaintiff, if any, for the
implementation of the AEDP. By law and as provided by the express terms of the Lease, Plaintiff
is entitled to condemn Defendants’ interests in the Subject Property for the purposes set forth above

and asks that the same be condemned for such purposes.
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14. Based on the Resolution, Plaintiff has been granted the authority to purchase or
condemn title to Defendants’ interests in the Subject Property and such other interests in real
property as are necessary, convenient, or useful for the implementation of the AEDP.

15.  Plaintiff requires Defendants’ interests in the Subject Property and such other
interests in real property as are necessary, convenient, or useful for the implementation of the
AEDP.

16.  Plaintiff made a bona fide offer to acquire Defendant Tenant’s leasehold interest in
the Subject Property from Defendant Tenant voluntarily as provided by Section 21.0113 of the
Texas Property Code. However, Plaintiff and Defendant Tenant are unable to agree on the value
of Defendant Tenant’s leasehold interest in the Subject Property. Plaintiff therefore institutes this
eminent domain proceeding to acquire all of Defendants’ interests in the Subject Property as
Plaintiff is authorized to do under existing law and the express terms of the Lease.

17.  Plaintiff timely provided the Landowner’s Bill of Rights Statement in accordance
with Section 21.0112 of the Texas Property Code.

18. In conclusion, Plaintiff seeks to enforce its right of eminent domain for the
acquisition of Defendants’ interests in the Subject Property under the statutes and laws of the State
of Texas and the express terms of the Lease, consistent with the established statutory scheme which
the Texas Legislature and Courts have adopted for such purposes.

DISCLOSURE OF REQUIRED INFORMATION

19.  As provided by Section 21.023 of the Texas Property Code, Plaintiff hereby
discloses that Defendants or Defendants’ heirs, successors, or assigns may be entitled to repurchase
Defendants’ leasehold interest in the Subject Property under Subchapter E of Chapter 21 of the

Texas Property Code or request from Plaintiff certain information relating to the use of the Subject
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Property and any actual progress made toward that use; and that the repurchase price is the price

paid to Defendants by Plaintiff at the time Plaintiff acquired the Subject Property through eminent

domain.
CONDITIONS PRECEDENT
20.  All conditions precedent to instituting this condemnation proceeding have occurred
or have been performed.
PRAYER

WHEREFORE, PREMISES CONSIDERED, Plaintiff, the City of Austin, Texas, prays
that: (1) the Court immediately appoint three disinterested real property owners who reside in
Travis County as Special Commissioners and appoint two disinterested real property owners who
reside in Travis County as alternate Special Commissioners; (2) that the Special Commissioners
promptly set a time and place for hearing at the earliest practical time following twenty (20) days
after the order appointing the Special Commissioners and serve notice of the hearing to all parties;
(3) that the Special Commissioners assess the actual damages, if any, from the condemnation
action and promptly file their written decision and award with the Court; (4) that the Court grant
Plaintiff a Writ of Possession to enforce the decision of the Special Commissioners immediately
upon payment into the registry of the Court the amount of the Special Commissioners’ award; (5)
that the Court enter judgment vesting Plaintiff with the property rights sought in this condemnation
action; and (6) that the Court award Plaintiff its cost of suit, and any other relief, both general and

special, legal and equitable, to which Plaintiff may be entitled.
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Anna M. Alvarado X __via Certified Mail, RRR
2000 McKinney Ave., Suite 700 X via U.S. Mail

Dallas, TX 75201 via Federal Express

2 Facsimil
Registered Agent for Defendant, via racsimile

Texas Capital Bank via E-mail

via Hand Delivery
via CM/ECF System

/s/ Thomas J. Forestier
Thomas J. Forestier
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EXHIBIT A
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g}t * LAND SURVEYORS - FIRM REG. NO. 101141-00
CITY OF AUSTIN
EXHIBIT “ v TO
SOUTH TERNINAL
LEASE AGREEMENT
LEGAL DESCRIPTION FOR

A 23.00 ACRE (1,002,031 SQUARE FEET) TRACT OF LAND IN THE SANTIAGO
DEL VALLE TEN LEAGUE GRANT SURVEY, ABSTRACT NO. 24, TRAVIS
COUNTY, TEXAS, BEING OUT OF A CALLED 1989.252 ACRE TRACT TO THE
CITY OF AUSTIN IN DEED WITHOUT WARRANTY RECORDED IN DOCUMENT
NUMBER 2002002218 OF THE OFFICIAL PUBLIC RECORDS OF TRAVIS
COUNTY, TEXAS. SAID 23.00 ACRES, SAVE & EXCEPT A 0.34 ACRE TRACT
OF LAND, IN TOTAL A 22.66 ACRE TRACT AS SHOWN ON THE
ACCOMPANYING SKETCH, BEING MORE PARTICULARLY DESCRIBED BY
METES AND BOUNDS AS FOLLOWS:

BEGINNING at a 60d nail set in the interior of the said 1989.252 acre tract, said 60d nail baving
Texas State Plane Coordinates (Central Zone 4203) of N=10,044,494.22, E=3,137,398.76 for the
northwest corner of this tract, from which a %™ iron rod found at an interior angle of said
1989.252 acte tract, also being a northeast corner of a 1033.081 acre tract conveyed to the City
of Austin in deed without warranty recorded in Document Number 1999015608 of the Official
Public Records of Travis County, Texas, bears N 05°35°01” W a distance of 6,233.50 feet;
THENCE through the interior of said 1989.252 acre tract the following forty-eight (48) calls:

1) N 87°26°30” E for a distance of 465.38 feet to a calculated point;

2) §02°33°30” E for a distance of 130.10 feetto a calculated point;

3) $41°43°16” W for a distance of 68.12 feet to a calculated point;

4) §41°42°29” E for a distance of 6.23 feet to a calculated point;

5) N 41°40°08” E for a distance of 203.19 feet to a calculated point;

6) N 87°22°35” E for a distance of 375.79 feet to a point of curvature of a curve to
the left; '

7) With said curve to the left, having a radius of 100.09 feet, an arc length of 35.74 feet and
a chord which bears N 77°33°57" E a distance of 35.55 feet to a calculated point;

8) N 02°41°00” W for a distance of 115.62 feet to a calculated point;

Page 1of 7
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9) N 87°21°57” E a distance of 300.96 feet to a calculated point;

10)S 02°41°00” E a distance of 64.99 feet to a point of curvature of a curve to the
left;

11) With said curve to the left, having a radius of 10.00 feet, an arc length of 15.70
feet and a chord which bears S 47°40°07” E a distance of 14.14 feet to a
calculated point;

12)N 87°20°47” E a distance of 220.47 feet to a calculated point;
13)N 42°29°14” E a distance of 386.62 feet to a 60d nail set;

14) S 47°30°46” E a distance of 165,53 feet to a calculated point;
15)S 41°19°42” W a distance of 215.92 feet to a calculated point;

16)N 87°20°47” E a distance of 768.04 feet to point of curvature of a curve to the
left;

17) With said curve to the left, having a radius of 80.00 feet, an arc length of 83.24
feet and a chord which bears N 57°32°20” E a distance of 79.53 feet to a point of
cusp of a curve to the left;

18) With said curve to the left, having a radius of 586.87 feet, an arc length of 283.55
feet and a chord which bears S 13°50°37” W a distance of 280,80 feet to a
calculated point;

19)N 53°22°12” W a distance of 142.56 feet to a calculated point;

20)S 72°53°58” W a distance of 96.54 feet to a point of curvature of a curve to the
left;

21) With said curve to the left, having a radius of 100.00 feet, an arc length of 52.86
feet and a chord which bears S 57°45°23” W a distance of 52.25 feet to a
calculated point;

22) S 42°36°48” W a distance of 53.49 feet to a point of curvature of a curve to the
right;

23) With said curve to the right, having a radius of 101.00 feet, an arc length of 79.02
feet and a chord which bears § 65°01°39” W a distance of 77.02 feet to a
calculated point;

24)S 87°26°30” W a distance of 834.22 feet to a point of curvature of a curve to the
left;
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5410 South 1# Street » Austin, Texas 78745 » (512) 442-7875 o Fax (512) 4427876 = www.maciasworld.com



Case 1:22-cv-00770-RP Document 38-15 Filed 10/12/22 Page 14 of 19

25) With said curve to the left, having a radius of 38.00 feet, an arc length of 33.78
feet and a chord which bears S 61°58°37” W a distance of 32.68 feet to a
calculated point;

26)S 36°30°43” W a distance of 59.08 feet to a point of curvature of a curve to the
right;

27) With said curve to the right, having a radius of 77.00 feet, an arc length of 68.36 feet
and a chord which bears S 61°56°37" W a distance of 66.13 feet to a calculated point;

28) S 87°22732” W a distance of 431.05 feet to a calculated point;
29) § 42°24°27" W a distance of 29.29 feet to a calculated point;
30) S 02°22°47” E a distance of 126.52 feet to a calculated point;
,3 1IN 87°26°30” E a distance of 20.47 feet to a calculafcd point;
32) S 02°31°48” E a distance of 175,53 feet to a 12" iron rod set;
33) S 87°26°30” W a distance of 122.30 feet to a calculated point;

34)N 81°25°12” W a distance of 102.72 feet to a point of curvature of a curve to the
left;

35) With said curve o the left, having a radius of 24.00 feet, an arc length of 7.81 feet
and a chord which bears § 85°33’11” W a distance of 7.77 feet to a point of
curvature of a curve to the right;

36) With said curve to the right, having a radius of 283.22 feet, an arc length of 64.46
feet and a chord which bears S 80°30°08” W a distance of 64.32 feet to a
calculated point;

37)S 87°26°30” W a distance of 24.73 feet to a calculated point;

38) S 02°33°30” E a distance 0f 32.01 feet to a calculated point;

39) S 87°41°20” W a distance of 335.00 feet to a 60d nail set, from which a 4" iron
rod found at an angle point of said 1989.252 acre tract, also being an angle point
of said 1033.081 acre tract bears, S 02°59°04” W a distance of 4,466.08 feet;

40) N 34°49°34” W a distance of 62.77 feet to a calculated point;

41)N 02°33°30” W a distance of 131.94 feet to a calculated point;

42) S 87°26°30” W a distance of 14.65 feet to a calculated point;

43)N 02°33°30” W a distance of 112.45 feet to a calculated point;

Page 30of 7
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44)N 88°14°17” E a distance of 20.14 feet to a calculated point;

45)N 02°33°40” W a distance of 106,92 feet to a calculated point;
46) S 87°20°47” W a distance of 125.89 feet to a calculated point;
47)N 02°39°13” W a distance of 110.69 feet to a calculated point;

48)N 16°21°19” E a distance of 170.33 feet to the POINT OF BEGINNING and
containing 23.00 acres (Gross) & 22.66 acres (Net).

SAVE & EXCEPT - (0.34 ACRE)
BEGINNING at a 60d nail set in the interior of the said 1989.252 acre tract, said
60d nail having Texas State Plane (Ceniral Zone 4203) coordinates of
N=10,044,191.51, E=3,138,090.88

THENCE through the interior of said 1989.252 acre tract the following eight (8)
calls:

1) §02°41°00” E for a distance of 110.23 feet to a calculated point;
2) S 87°19700” W for a distance of 109.90 feet to a calculated point;
3) N 02°41°00” W for a distance of 19.84 feet to a calculated point;
4) S 87°19°00” W for a distance of 39.41 feet to a calculated point;

5) N 02°41°00” W for a distance of 70.68 feet to a calculated point;
6) N 87°19°00” E for a distance of 39.40 feet to a calculated point;

7) N 02°47°58” W for a distance of 19.74 feet to a calculated point;

8) N 87°20°24” E for a distance of 109.95 feet to the POINT OF BEGINNING
and containing 0.34 acre (14,902 sq. ft.) of land;

TOTAL ACREAGE - 22.66 acres (987,129 sq. {t.) of lease area.
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EXHIBIT P




Case 1:22-cv-00770-RP Document 38-16 Filed 10/12/22 Page 2 of 330

EXHIBIT 8
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OFFICIAL STATEMENT DATED APRIL 26, 2022

New Issue: Book-Entry-Only System Ratings: Moody’s: “Al” (stable outlook)
S&P: “A+” (stable outlook)

Kroll: “AA-" (stable outlook)

(See “OTHER RELEVANT INFORMATION - Ratings™)

In the opinion of Bracewell LLP, Bond Counsel, under existing law, (i) interest on the Bonds is excludable from
gross income for federal income tax purposes, except for any period during which a Bond is held by a person
who s a “substantial user” of the facilities financed with the proceeds of the Bonds or a “related person” to such
a “substantial user,” each within the meaning of section 147(a) of the Code and (ii) interest on the Bonds is an
item of tax preference that is includable in alternative minimum taxable income for purposes of determining
a taxpayer’s alternative minimum tax liability. See “TAX MATTERS” for a discussion of the opinions of Bond
Counsel.

$416,060,000
CITY OF AUSTIN, TEXAS
Airport System Revenue Bonds, Series 2022 (AMT)

Dated: May 1, 2022; Due: November 15,
Interest to accrue from Date of Initial Delivery as shown on the inside cover page

The $416,060,000 City of Austin, Texas Airport System Revenue Bonds, Series 2022 (AMT) (the “Bonds”), are limited
special obligations of the City of Austin, Texas (the “City”), issued pursuant to an ordinance adopted by the City
Council of the City on April 7, 2022 (the “Ordinance”). In the Ordinance, the City Council delegated the authority
to sell the Bonds to an Authorized Officer (as defined in the Ordinance), subject to the parameters set forth in the
Ordinance.

The proceeds of the Bonds will be used for the purposes of (i) designing and constructing improvements to Austin-
Bergstrom International Airport (“ABIA” or the “Airport”), as more fully described in “DESCRIPTION OF THE
2022-2028 PROJECT” in this document, (ii) making a deposit to the Debt Service Reserve Fund, (iii) funding capitalized
interest on the Bonds, and (iv) paying certain costs incurred in connection with the issuance of the Bonds. See “PLAN
OF FINANCE” and “APPLICATION OF BOND PROCEEDS” in this document.

Interest on the Bonds is calculated on the basis of a 360-day year consisting of twelve 30-day months. Interest on
the Bonds will accrue from the Date of Initial Delivery (as defined below), and is payable on November 15, 2022 and
semiannually thereafter on May 15 and November 15 of each year until maturity or prior redemption. The City intends
to utilize the Book-Entry-Only System of The Depository Trust Company, New York, New York (“DTC”), but reserves
the right on its behalf or on behalf of DTC to discontinue such system. Such Book-Entry-Only System will affect the
method and timing of payment and the method of transfer. See “DESCRIPTION OF THE BONDS - Book-Entry-Only
System” in this document.

The Bonds are subject to redemption prior to maturity as more fully described in this document. See “DESCRIPTION
OF THE BONDS - Redemption of the Bonds” in this document.

The Bonds, together with the Currently Outstanding Revenue Bonds (defined in this document) and any Additional
Revenue Bonds (defined in this document), when and if issued, are limited special obligations of the City payable
from, and are equally and ratably secured by, a first lien on the Net Revenues (defined in this document) of the Airport
System (defined in this document) and certain funds established by the Ordinance. No mortgage of any of the physical
properties forming a part of the Airport System or any lien thereon or security interest therein has been given. The
Bonds are not general obligations of the City, and neither the taxing power of the City nor the State
of Texas is pledged as security for the Bonds. See “SECURITY AND SOURCES OF REPAYMENT FOR THE
REVENUE BONDS?” in this document.

Potential Investors must read this entire Official Statement to obtain information essential to making an informed
investment decision. Investment in the Bonds is subject to certain investment considerations. See “CERTAIN
INVESTMENT CONSIDERATIONS” in this document.

The Bonds are offered for delivery when, as and if issued, subject to receipt of the opinions of the Attorney General of
the State of Texas and Bracewell LLP, Bond Counsel for the City. See “APPENDIX D — FORM OF BOND COUNSEL’S
OPINION” in this document. Certain legal matters will be passed upon for the City by McCall, Parkhurst & Horton
L.L.P., as disclosure counsel to the City, and for the underwriters listed below (the “Underwriters”) by their counsel,
Haynes & Boone, LLP. It is expected that the Bonds will be available for initial delivery to the Underwriters through
the facilities of DTC on or about May 18, 2022 (the “Date of Initial Delivery”).

Morgan Stanley Ramirez & Co., Inc.
Loop Capital Markets Raymond James



Case 1:22-cv-00770-RP Document 38-16 Filed 10/12/22 Page 4 of 330

$416,060,000
CITY OF AUSTIN, TEXAS
Airport System Revenue Bonds, Series 2022 (AMT)

MATURITY SCHEDULE
Base CUSIP No. 052398 @

Maturity Date Principal Interest Initial CuUsIP
(November 15) Amount Rate Yield Suffix ®
2025 $6,965,000 5.000% 2.900% HA5
2026 7,320,000 5.000% 2.940% HB3
2027 7,700,000 5.000% 3.040% HC1
2028 8,090,000 5.000% 3.160% HD9
2029 8,500,000 5.000% 3.280% HE7
2030 8,940,000 5.000% 3.370% HF4
2031 9,395,000 5.000% 3.490% HG2
2032 9,885,000 5.000% 3.550% HHO
2033 10,390,000 5.000% 3.640%® HJo6
2034 10,920,000 5.000% 3.690%® HK3
2035 11,480,000 5.000% 3.750%@ HL1
2036 12,065,000 5.000% 3.800%® HM9
2037 12,685,000 5.000% 3.820% HN7
2038 13,335,000 5.000% 3.880% HP2
2039 14,020,000 5.000% 3.910%® HQO
2040 14,740,000 5.000% 3.920% HR8
2041 15,495,000 5.000% 3.930%® HS6
2042 16,290,000 5.000% 3.950%® HT4
2043 17,125,000 5.000% 3.970%® HU1

$78,160,000 5.250% Term Bonds maturing November 15, 2047, priced to yield 3.890%@, CUSIP Suffix HV9 @
$25,000,000 4.250% Term Bonds maturing November 15, 2052, priced to yield 4.270%, CUSIP Suffix HX5 ®

$97,560,000 5.000% Term Bonds maturing November 15, 2052, priced to yield 4.060%@, CUSIP Suffix HW7 @

(Interest to accrue from the Date of Initial Delivery)

CUSIP numbers have been assigned to the Bonds by FactSet Research Systems Inc. on behalf of the American
Bankers Association and are included solely for the convenience of the owners of the Bonds. None of the City, the
Financial Advisor or the Underwriters are responsible for the selection or the correctness of the CUSIP numbers set
forth herein. CUSIP is a registered trademark of the American Bankers Association. This data is not intended to create
a database and does not setve in any way as a substitute for CUSIP Services.

Initial yield priced to November 15, 2032, the first optional call date. See “DESCRIPTION OF THE BONDS —
Redemption of the Bonds” in this document.
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No dealer, broker, salesman or other person has been authorized by the City or by the Underwriters in the initial offering of all or any
of the Bonds to give any information or to make any representations, other than as contained in this Official Statement, and if given or
made such other information or representations must not be relied upon as having been authorized by the City or the Underwriters.
This Official Statement does not constitute an offer to sell ot the solicitation of an offer to buy, nor shall there be any sale of, the Bonds,
by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale.

This Official Statement is submitted in connection with the sale of the Bonds referred to in this Official Statement and may not be
reproduced or used for any other purpose. In no instance may this Official Statement be reproduced or used in patt.

The Underwriters have provided the following sentence for inclusion in this Official Statement: The Underwriters have reviewed the
information in this Official Statement in accordance with, and as part of, their respective responsibilities to investors under the federal
securities laws as applied to the facts and circumstances of this transaction, but the Underwriters do not guarantee the accuracy or
completeness of such information.

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, NOR HAS THE
ORDINANCE BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, IN RELIANCE ON EXEMPTIONS
CONTAINED IN SUCH ACTS.

The information and expressions of the opinions in this Official Statement are subject to change without notice and neither the delivery
of this Official Statement nor any sale made under the Official Statement shall, under any circumstances, create any implication that
there has been no change in the affairs of the City or the other matters described since the date of this Official Statement.

This Official Statement includes descriptions and summaries of certain events, matters, and documents. These descriptions and
summaties do not purport to be complete and all descriptions, summaries and references are qualified in their entirety by reference to
this Official Statement in its entirety and to each document, copies of which may be obtained from the City or from PFM Financial
Advisors LLC, the Financial Advisor to the City. Any statements made in this Official Statement or the Appendices involving matters
of opinion or estimates, whether or not so expressly stated, are set forth as such and not as representations of fact, and no representation
is made that any of such opinions or estimates will be realized.

Certain statements contained in this Official Statement, including the appendices, are not historical facts but are forecasts
and “forward-looking statements.” No assurance can be given that the future results discussed in this document will be
achieved, and actual results may differ materially from the forecasts described in this document. In this respect, the words
“estimate,” “forecast,” “project,” “anticipate,” “expect,” “intend,” “believe” and similar expressions are intended to identify
forward-looking statements. The forward-looking statements in this Official Statement are subject to risks and uncertainties
that could cause actual results to differ materially from those expressed in or implied by the statements. All estimates,
projections, forecasts, assumptions and other forward-looking statements are expressly qualified in their entirety by the
cautionary statements set forth in this Official Statement. The City specifically disclaims any obligation to update any
forward-looking statements to reflect occurrences or unanticipated events or circumstances after the date of this Official
Statement, except to the extent expressly required by the City’s continuing disclosure agreement described in this document.
See “CERTAIN INVESTMENT CONSIDERATIONS - Forward-Looking Statements” in this document.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT
TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT A LEVEL ABOVE THAT
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE
BONDS AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED. THESE
SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL, OR STATE SECURITIES AUTHORITY OR
REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE
ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

References in this document to website addresses are not hyperlinks, and information and representations contained on such

websites are not included in or incorporated into this Official Statement. This Official Statement is not to be construed as a
contract between the City and Bondholders.

i
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OFFICIAL STATEMENT

relating to
$416,060,000
CITY OF AUSTIN, TEXAS
Airport System Revenue Bonds, Series 2022 (AMT)

INTRODUCTION
General

The purpose of this Official Statement, which includes the cover page and the appendices to this Official Statement, is to
set forth information concerning the City of Austin, Texas (the “City”), the Airport System (as defined in the Ordinance,
as defined below), and the City’s Airport System Revenue Bonds, Series 2022 (AMT) (the “Bonds”). The Bonds are limited
special obligations of the City issued pursuant to an ordinance adopted by the City on April 7, 2022, authorizing the issuance
of the Bonds (the “Ordinance”). Unless otherwise indicated, capitalized terms used in this Official Statement shall have
the meanings established in the Ordinance. The definitions of certain terms used in the Ordinance and in this Official
Statement are included in “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE -
Selected Definitions” in this document.

The Bonds are being issued pursuant to the Ordinance, Chapter 1371, Texas Government Code, as amended, and Chapter
22, Texas Transportation Code, as amended. In the Ordinance, the City Council delegated the authority to sell the Bonds
to an Authorized Officer, subject to the parameters set forth in the Ordinance.

The Bonds, together with the Currently Outstanding Revenue Bonds, are secured by and payable from a first lien on the
Net Revenues of the Airport System. Under certain circumstances, the Ordinance permits the issuance of Additional
Revenue Bonds that rank on a parity with the Currently Outstanding Revenue Bonds. The Bonds are being issued as
Additional Revenue Bonds. See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS —
Additional Revenue Bonds” in this document. As defined in the Ordinance, the “Currently Outstanding Revenue Bonds”
include the Series 2013 Bonds, the Series 2014 Bonds, the Series 2017A Bonds, the Series 2017B Bonds, the Series 2019
Bonds, the Series 2019A Bonds and the Series 2019B Bonds. For a description of the outstanding principal balances of the
Currently Outstanding Revenue Bonds, see “OUTSTANDING REVENUE BONDS, SPECIAL FACILITIES BONDS
AND SUBORDINATE OBLIGATIONS — Outstanding Revenue Bonds” in this document. The Currently Outstanding
Revenue Bonds, the Bonds and any Additional Revenue Bonds are referred to in the Ordinance as the “Revenue Bonds,”
and the Ordinance, each ordinance pursuant to which the Currently Outstanding Revenue Bonds were issued and any
ordinance pursuant to which any Additional Revenue Bonds are issued, ate collectively referred to as the “Revenue Bond
Otrdinances.”

COVID-19 Pandemic
General

On March 11, 2020, the World Health Organization declared COVID-19 a pandemic (the “Pandemic”). Since then, many
state and local governments in the United States have issued “stay at home™ or “shelter in place” orders that severely restrict
movement and limit social, business and other activities to essential functions. Most of these restrictions and limitations
have been removed in the United States. However, the COVID-19 outbreak and resulting restrictions severely disrupted,
and continue to disrupt, the economies of the United States and other countries. Business failures, worker layoffs and
consumer and business bankruptcies have occurred and may continue.

The Pandemic has adversely affected domestic and international travel and travel-related industries and therefore airports
have been acutely impacted by reductions in passenger volumes and number of flights, as well as by the broader economic
shutdown resulting from the COVID-19 outbreak. Airlines have reported unprecedented reductions in passenger volumes
and, although passenger traffic has improved since the initial outbreak, expect these lower passenger volumes to continue
for the foreseeable future. In response, airlines have reduced flights in an attempt to match seat capacity to the decreased
demand for air travel. Domestic leisure air travel has begun to recover slowly in the United States at many airports; however,
business and international travel have been slow to recover.
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The Delta, and more recently, the Omicron variants of COVID-19 significantly increased the number of cases in the United
States and throughout the world. Although Delta and Omicron have subsided in the United States, it is uncertain how the
Omicron or other variants will impact domestic and international air service, passenger levels and revenue assumptions at

ABIA in FY 2022 and beyond.
Summaty of U.S. Government Relief for Aitports and the Aitport

The United States government and the Federal Reserve Board have taken statutory and regulatory actions and implemented
other measures to mitigate the broad disruptive effects of the COVID-19 outbreak on the U.S. economy. There have been
three relief bills passed by Congress and signed by the President into law since COVID-19 began.

The Coronavirus Air, Relief, and Economic Security Act (“CARES” or “CARES Act”) was signed into law on March 27,
2020. The CARES Act provided $10 billion of assistance to U.S. commercial airports. The Airport received a grant for
$58.7 million of CARES Act funds that may be used for debt service and operating expenses. The CARES Act funding was
drawn down in fiscal years 2020 and 2021, and the remaining approximately $7.3 million of the Airport’s allocation is
anticipated to be drawn by the end of fiscal year 2022.

The Coronavirus Response and Relief Supplemental Appropriations Act, 2021 (“CRRSAA”) was signed into law on
December 27, 2020. CRRSAA included approximately $2 billion of financial relief for airports. The Airport received two
grants under CRRSAA. The first grant for $14.6 million can be used for debt service and operating expenses. The second
grant of $1.8 million is to be used to provide financial relief to in-terminal concessionaires, on-airport rental car companies
and on airport parking operations. These CRRSAA grants have not yet been drawn and are anticipated to be drawn in fiscal
years 2022 through 2024.

The American Rescue Plan Act of 2021 (“ARPA”) was signed into law on March 11, 2021, totaling approximately $8 billion
for airports. The Airport received two grants under ARPA. The first grant of $54.1 million is for debt service and operating
expenses. The second grant of $7.3 million is to be used to provide financial relief to in-terminal concessionaites. These
proceeds must be obligated by September 30, 2024. These ARPA grants have not yet been drawn but are anticipated to be
drawn in fiscal years 2022 through 2024.

The federal relief grants received from CARES, CRRSAA and ARPA (collectively referred to as “Federal Relief Proceeds”)
have been applied towards debt service reimbursements and parking expense reimbursements. Likewise, the remaining
federal relief amounts are projected to be applied towards debt service and parking expense reimbursements.

Additional information about how Federal Relief Proceeds have been spent by the Airport may be found in “APPENDIX
A —REPORT OF THE AIRPORT CONSULTANT.”

Impact of COVID-19 on Passengers and Operations

As of April 2022, the Airport has fully recovered to pre-pandemic level enplanements in spite of the Omicron variant
affecting January and February passenger numbers. For the months October 2019 through February 2020, the Airport had
3.5 million enplanements compared to approximately 3.5 million enplanements for the period October 2021 through
February 2022. The year to date enplanements for fiscal year 2022 (October 2021 through February 2022) are 11% higher
than the comparable fiscal year 2019 period (October 2018 through February 2019).

Additionally, the Airport has significantly increased the amount of international destinations served over the past two years.
In June 2019, the Airport served nine international destinations in four countries. As of June 2022, the Airport is expected
to serve seventeen international destinations in ten countries. Additional details may be found in “APPENDIX A —
REPORT OF THE AIRPORT CONSULTANT.”

Airport Liquidity and Financial Position

As of September 30, 2021, the Airport had $234.72 million in unrestricted and discretionary reserves, including the
Operation and Maintenance Reserve Fund. Based upon $101.963 million in operating expenses (excluding depreciation),
the Airport’s days of cash on hand (“DCOH”) was 840 days at the end of Fiscal Year 2020-21 (September 30, 2021). By
comparison, the Airport had $212.335 million in unrestricted and discretionary reserves at the end of Fiscal Year 2019-20
and, based on $118.051 million in operating expenses (excluding depreciation), the Airport had DCOH of 658 days at the
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end of Fiscal Year 2019-20. The Airport has adopted an internal policy of maintaining a minimum level of unrestricted
cash and equivalents in an amount not less than 400 DCOH; however, the Airport intends to maintain at least 600 DCOH.

Enplanements

See “APPENDIX A — REPORT OF THE AIRPORT CONSULTANT — HISTORICAL AIRLINE TRAFFIC AND
SERVICE — Enplaned Passengers” in this document for discussion of Airport traffic prior to, during and after the
Pandemic. Appendix A is referred to throughout this document as the “Report”.

Forward-Looking Statements

The statements and information under this heading “INTRODUCTION - COVID-19 Pandemic” and in other

portions of this Official Statement contain “forward-looking statements” within the meaning of Section 21E of
the Securities Exchange Act of 1934, as amended. Such statements may involve known and unknown tisks,
uncertainties, and other factors which may cause the actual results, performance and achievements to be
different from future results, performance and achievements expressed or implied by such forward looking
statements. Investors are cautioned that the actual results could differ materially ftom those set forth in the
forward-looking statements. See “CERTAIN INVESTMENT CONSIDERATIONS - Forward-Looking
Statements™ in this document.

The Airport cannot predict: (i) the duration or extent of the Pandemic or the occurrence of another outbreak or pandemic;
(ii) the scope or duration of restrictions or warnings related to air travel, gatherings or any other activities, and the duration
or extent to which airlines will reduce services to and from the Airport, or whether airlines will cease operations at the
Airport or shut down in response to such restrictions or warnings; (iif) what effect Pandemic-related restrictions or
warnings may have on air travel, including to and from the Airport, and costs and revenues of the Airport System, including
the Revenues; (iv) whether and to what extent the Pandemic may and continue to disrupt the local, state, national or global
economy, manufacturing or supply chain, or whether any such disruption may adversely impact construction, costs,
sources of funds, schedule or implementation of the Airport System’s capital improvement program or other operations
of the Airport; (v) the extent to which the Pandemic or another outbreak or pandemic, or the resultant disruption to the
local, state, national or global economy, may result in changes in demand for air travel, including long-term changes in
consumer behavior, or may have an impact on the airlines or concessionaires serving the Airport or the aitline and travel
industry, generally; (vi) whether or to what extent the Airport System may or continue to provide deferrals, forbearances,
adjustments or other changes to the Airport System’s contracts with airlines and the concessionaires; or (vii) whether any
of the foregoing may have a material adverse effect on the finances and operations of the Airport.

Prospective investors should assume that the restrictions and limitations related to the Pandemic and the current upheaval
in the air travel industry and the national and global economies may persist and possibly increase at least over the near
term and recovery may be prolonged, thereby adversely impacting Revenues. Future outbreaks, pandemics or events
outside the Airport System’s control may further reduce demand for travel, which in turn could cause a continued decrease
in passenger activity at the Airport and continued declines in Revenues.

Amendments to Revenue Bond Ordinances

The Otrdinance includes amendments to the Ordinance and the existing Revenue Bond Ordinances. By
acceptance of the Bonds, each Owner of a Bond (i) irrevocably and specifically consents to and approves the
amendments to the Ordinance and the existing Revenue Bond Ordinances described below, (ii) itrevocably
appoints the Aviation Director as its true and lawful attorney-in-fact to evidence such Owner’s specific consent
to and approval of the amendments described below, and (iii) confirms all actions taken by the Aviation Director
as attorney-in-fact for such Owner. The amendments described below were so approved by the Owners of the
Series 2019A Bonds and the Series 2019B Bonds, but have not been approved by the Owners of any other
Currently Outstanding Revenue Bonds.

The amendments are as follows: amend the definition of “Debt Service Reserve Fund Surety Bond” in Section 2.01 of the
Ordinance and the Revenue Bond Ordinances pursuant to which the Currently Outstanding Revenue Bonds were issued
as shown below (deletions shown as strikethrough and additions undetrlined):

“Debt Service Re@erve Fund Surety Bond” means any surety bond letter of cred1t hne of credit or insurance
policy hawving o : issued
to the City for the beneﬁt of the Owners of the Revenue Bonds to satlsf} any part of the Debt Service
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Reserve Fund Requirement as provided in Section 5.07 of this Ordinance; provided that, at the time of
delivery to the City, either the long-term unsecured debt of the issuer of the Debt Service Reserve Fund
Surety Bond or the obligations insured, secured or guaranteed by such issuer are rated “Aa3” or higher by
Moody’s or “AA-" or higher by Standard & Poot’s.

The amendments described above require the consent of the Owners of not less than a majority of the aggregate unpaid
principal amount of the Revenue Bonds then Outstanding. Upon the issuance of the Bonds, the percentage of holders of
the Currently Outstanding Revenue Bonds and the Bonds who have consented or will have been deemed to have
consented to the amendments described above is approximately 49.65%.

See “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE — Amendments to Revenue
Bond Ordinances” and “ — Amendments — Consent of Ownerts” in this document.

PLAN OF FINANCE

The proceeds of the Bonds will be used for the purposes of (i) designing and constructing improvements to Austin-
Bergstrom International Airport (“ABIA” or the “Airport”), as more fully described in “DESCRIPTION OF THE 2022-
2028 PROJECT” in this document, (ii) making a deposit to the Debt Service Reserve Fund, (iii) funding capitalized interest
on the Bonds, and (iv) paying certain costs incurred in connection with the issuance of the Bonds. See “APPLICATION
OF BOND PROCEEDS” in this document.

DESCRIPTION OF THE 2022-2028 PROJECT

The projects anticipated to be funded in whole or in part with the proceeds of the Bonds are described below. In addition,
the City currently intends to issue Additional Revenue Bonds in four phases, commencing in 2024 and ending in 2028, in
an aggregate principal amount estimated to be approximately $1.44 billion, to finance projects described below and not
financed in full with proceeds of the Bonds and other sources. The projects described below are collectively referred to
in “APPENDIX A — REPORT OF THE AIRPORT CONSULTANT” and in this document as the “2022-2028 Project.”
There is no assurance that all of the components of the 2022-2028 Project will be funded in the manner described in this
paragraph, if and when the proposed issues of Additional Revenue Bonds, currently anticipated to commence in 2024, will
occur, and whether the amount estimated to be issued as Additional Revenue Bonds will be sufficient to fund the balance
of the costs of the 2022-2028 Project not funded with proceeds of the Bonds and other sources. Estimated project costs
and funding sources for the 2022-2028 Project are shown in “APPENDIX A — REPORT OF THE AIRPORT
CONSULTANT — Exhibit A — 2 — CAPITAL IMPROVEMENT PROGRAM - PROJECT FUNDING BY SOURCE.”

The projects that are anticipated to be funded with proceeds of the Bonds include: design and construction of a new
baggage handling facility at the Airport; design and construction of improvements to the Barbara Jordan Terminal (the
“Terminal”) at the Airport, including holdrooms, passenger boarding bridges, and service infrastructure; design and
construction of ground holding facilities for busing passengers at the east end of the Terminal; design of a future midfield
Concourse B terminal; demolition of old buildings and infrastructure on the airfield to remove potential hazards and
enable construction on the airfield; construction of cross-midfield taxiways for access to the future midfield Concourse B
terminal at the Airport; upgrades to the utility infrastructure on the airside and the South Campus of the Airport; design
of a new passenger conveyance and utility tunnel to the future midfield Concourse B from the Terminal; and other
miscellaneous improvements around the Airport. The estimated aggregate amount of the projects to be financed with
proceeds of the Bonds is set forth in the Report of the Airport Consultant.

A complete description of the projects comprising the 2022-2028 Project can be found in the Report of the Airport
Consultant at “APPENDIX A — REPORT OF THE AIRPORT CONSULTANT — CAPITAL IMPROVEMENT
PROGRAM.” See also, “THE AIRPORT SYSTEM — Airport Facilities,” “CAPITAL IMPROVEMENT PROGRAM,”
and “REPORT OF THE AIRPORT CONSULTANT” in this document.
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APPLICATION OF BOND PROCEEDS

The following table sets forth the anticipated application of the proceeds of the Bonds.

Sources:

Principal Amount $416,060,000.00
Net Original Issue Premium 38,458,565.00
Total Sources $454,518,565.00
Uses:

Deposit to the Project Account $400,000,000.00
Deposit to Debt Service Reserve Fund 17,657,819.00
Deposit to the Capitalized Interest Account 34,199,934.81
Costs of Issuance O 1,200,203.64
Underwriters’ Discount 1,460,607.55
Total Uses $454,518,565.00

(1) Includes rating agency fees and paying agent, financial advisor and legal expenses.
DESCRIPTION OF THE BONDS
General

The Bonds will be issued in the aggregate principal amount and at the interest rates, and will mature in the amounts and
on the dates, as set forth on the inside cover page of this Official Statement. The Bonds will be issued in principal
denominations of $5,000 or any integral multiple thereof. Interest on the Bonds will be calculated on the basis of a 360-
day year consisting of twelve 30-day months. Interest on the Bonds will accrue from their date of delivery to the
underwriters listed on the cover page hereof (the “Underwriters”), and will be payable on November 15, 2022, and on
each May 15 and November 15 thereafter (each such date is referred to as an “Interest Payment Date”) until maturity or
prior redemption. The Bonds initially will be registered in the name of Cede & Co., as nominee for The Depository Trust
Company, New York, New York (“DTC”). DTC will act as securities depository for the Bonds. Purchases by beneficial
owners of the Bonds (the “Beneficial Owners”) ate to be made in book-entry form. See “DESCRIPTION OF THE
BONDS - Book-Entry-Only System” in this document.

Payment of the Bonds

The principal of the Bonds shall be payable in lawful money of the United States of America at the corporate trust office
in Dallas, Texas (the “Designated Payment/Transfer Office”) of U.S. Bank Trust Company, National Association (the
“Paying Agent/Registrar”), and the interest on the Bonds shall be paid by check or draft mailed, by first-class mail, by the
Paying Agent/Registrar to the respective registered owners thereof at their addresses as they appeat on the registration
books kept by the Paying Agent/Registrar pertaining to the registration of the Bonds on the last Business Day of the
month next preceding an Interest Payment Date. In lieu of mailing such interest payment, such other method may be
used at the risk and expense of a registered owner, if requested by the registered owner and acceptable to the Paying
Agent/Registrar. Notwithstanding the foregoing, duting any period in which ownership of the Bonds is determined only
by a book entry at a securities depository for the Bonds, any payment to the securities depository, or its nominee or
registered assigns, shall be made in accordance with arrangements between the City and the securities depository. See
“DESCRIPTION OF THE BONDS — Book-Entry-Only System” in this document.

Redemption of the Bonds
Optional Redemption
The City reserves the right, at its option, to redeem the Bonds maturing on and after November 15, 2033, in whole or in

part in principal amounts of $5,000 or any integral multiple thereof, on November 15, 2032, or any date thereafter, at a
redemption price equal to 100% of the principal amount thereof, plus accrued interest to the date fixed for redemption.
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If less than all of the Bonds are to be redeemed, the City shall determine the maturities and amounts to be redeemed and,
if less than all of a maturity is to be redeemed, the Paying Agent/Registrar (or DTC, while the Bonds are in book-entry-
only form) shall determine by lot or other customary random selection method the Bonds, or portions thereof, within the
maturity to be redeemed.

Mandatory Sinking Fund Redemption
The Bonds having a stated maturity of November 15 in the years 2047 and 2052 (the “Term Bonds”), are subject to

mandatory redemption in part prior to maturity at the redemption price of 100% of the principal amount thereof plus
accrued interest to the date fixed for redemption on November 15 in each of the years and in principal amounts as follows:

5.250% Term Bond due
November 15, 2047

Year Principal Amount
2044 $18,030,000
2045 19,000,000
2046 20,025,000
2047 21,105,000t

4.250% Term Bond due

November 15, 2052 (CUSIP No. 052398HX5)

Year Principal Amount
2048 $4,515,000
2049 4,745,000
2050 4,990,000
2051 5,245,000
2052 5,505,000t

5.000% Term Bond due

November 15, 2052 (CUSIP No. 052398HW?7)

Year Principal Amount
2048 $17,685,000
2049 18,550,000
2050 19,465,000
2051 20,420,000
2052 21,440,000t

 Stated maturity.

At least 50 days prior to each mandatory redemption date of the Term Bond, the Paying Agent/Registrar shall select by
lot the numbers of the Term Bonds within the stated applicable maturity to be redeemed on the next following November
15 from moneys set aside for that purpose in the Debt Service Fund; provided, that during any period in which ownership
of the Term Bonds is determined only by a book entry at a securities depository for the Term Bonds, the particular Term
Bonds shall be selected in accordance with the arrangements between the City and the securities depository.

The principal amount of the Term Bonds of a stated maturity required to be redeemed pursuant to the operation of such
mandatory redemption provisions may be reduced, at the option of the City, by the principal amount of Term Bonds of
like maturity which, at least 50 days prior to the mandatory redemption date, (1) shall have been acquired by the City at a
price not exceeding the principal amount of such Term Bonds plus accrued interest to the date of purchase thereof, and
delivered to the Paying Agent/Registrar for cancellation, or (2) shall have been redeemed pursuant to the optional
redemption provisions and not theretofore credited against a mandatory redemption requirement.

Notice of Redemption
Not less than thirty (30) days prior to a redemption date, the City shall cause a written notice of such redemption to be

sent by United States mail, first class postage prepaid, to the registered owners of each Bond to be redeemed at the address
shown on the registration books maintained by the Paying Agent/Registrar and subject to the terms and provisions relating
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thereto contained in the Ordinance. If a Bond (or any portion of its principal sum) shall have been called for redemption
and notice of its redemption given, then on the redemption date the Bond (or the portion of its principal sum to be
redeemed) shall become due and payable, and interest on the Bond shall cease to accrue from and after the redemption
date of the Bond, provided moneys for the payment of the redemption price and the interest on the principal amount to
be redeemed to the date of redemption are held by the Paying Agent/Registrar.

Any notice of redemption shall state the redemption date, the redemption price, the amount of accrued interest payable
on the redemption date, the place at which Bonds are to be surrendered for payment and, if less than the entire principal
amount of a Bond is to be redeemed, the portion thereof to be redeemed. Any notice given as provided in this paragraph
shall be conclusively presumed to have been duly given, whether or not the registered owner receives such notice. By the
date fixed for redemption, due provision shall be made with the Paying Agent/Registrar for the payment of the redemption
price of the Bonds to be redeemed, plus accrued interest to the date fixed for redemption. When the Bonds have been
called for redemption in whole or in part and due provision has been made to redeem them, the Bonds or portions thereof
so redeemed shall no longer be regarded as Outstanding except for the purpose of receiving payment solely from the funds
so provided for redemption, and the rights of the registered owners to collect interest which would otherwise accrue after
the redemption date on any Bond or portion thereof called for redemption shall terminate on the date fixed for
redemption.

With respect to any optional redemption of Bonds, unless the Paying Agent/Registrar has received funds sufficient to pay
the principal and premium, if any, and interest on the Bonds to be redeemed before giving of a notice of redemption, the
notice may state the City may condition redemption on the receipt of sufficient funds by the Paying Agent/Registrar on
or before the date fixed for redemption, or on the satisfaction of any other prerequisites set forth in the notice of
redemption. If a conditional notice of redemption is given and such prerequisites to the redemption are not satisfied or
sufficient funds are not received, the notice shall be of no force and effect, the City shall not redeem the Bonds and the
Paying Agent/Registrar shall give notice, in the manner in which the notice of redemption was given, that the Bonds have
not been redeemed.

Limitation on Transfer of Bonds Called for Redemption

Neither the City nor the Paying Agent/Registrar shall be requited to transfer or exchange any Bond called for redemption,
in whole or in part, within forty-five (45) days of the date fixed for redemption; provided, however, this limitation on
transferability shall not be applicable to an exchange by the registered owner of the unredeemed balance of a Bond
redeemed in part.

Defeasance of Bonds

The Ordinance provides that the City may discharge its obligation to the Owners of any or all of the Bonds to pay Debt
Service, ot any portion of the Debt Setvice, by (1) depositing with the Paying Agent/Registrar cash in an amount equal to
the Debt Service of the Bonds to the date of maturity or redemption, or any portion of the Bonds to be discharged, or (2)
depositing either with the Paying Agent/Registrar or with any national banking association with capital and surplus in
excess of $100,000,000 cash and/or Defeasance Obligations in principal amounts and maturities and bearing interest at
rates sufficient to provide for the timely payment of Debt Service on the Bonds to the date of maturity or redemption or
any portion thereof to be discharged. Upon such deposit, the Bonds, or any portion thereof, will no longer be regarded
to be Outstanding or unpaid.

“Defeasance Obligations” means (a) direct, noncallable obligations of the United States of America, including obligations
that are unconditionally guaranteed by the United States of America, (b) noncallable obligations of an agency or
instrumentality of the United States of America, including obligations that are unconditionally guaranteed or insured by
the agency or instrumentality and that, on the date of their purchase, are rated as to investment quality by a nationally
recognized investment rating firm not less than “AAA” or its equivalent, (c) noncallable obligations of a state or an agency
or a county, municipality, or other political subdivision of a state that have been refunded and that, on the date the City
Council adopts or approves the proceedings authorizing the financial arrangements, are rated as to investment quality by
a nationally recognized investment rating firm not less than “AAA” or its equivalent, and (d) any other then authorized
securities or obligations under applicable Texas law in existence on the date the City adopts or approves any proceedings
authorizing the issuance of Refunding Revenue Bonds that may be used to defease obligations such as the Bonds. There
is no assurance that the ratings for any Defeasance Obligation will maintain any particular rating category. See
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“APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE — Discharge by Deposit” in this
document.

Book-Entry-Only System

The City has elected to utilize the book-entry-only system of The Depository Trust Company, New York, New
York (“DTC”), as described under this heading. The City is obligated to timely pay the Paying Agent/Registrar
the amount due under the Otdinance. See “DESCRIPTION OF THE BONDS - Paying Agent/Registrar” in
this document. The responsibilities of DTC, the Direct Participants and the Indirect Participants to the
Beneficial Owner of the Bonds are described in this Official Statement.

The information in this section concerning DTC and the Book-Entry-Only System has been provided by DTC for use in disclosure documents
such as this Official Statement. The City and the Undenwriters believe this information to be reliable, but take no responsibility for the accuracy
or completeness thereof.

The City cannot and does not give any assurance that (1) DTC will distribute payment of debt service on the Bonds, or redemption or other
notices to DTC Participants, (2) DTC Participants or others will distribute debt service payments paid to D'TC or its nominee (as the registered
owner of the Bonds), or redemption or other notices, to the beneficial owners, or that they will do so on a timely basis, or (3) DTC will serve and
act in the manner described in this Official Statement. The current rules applicable to D'TC are on file with the United States Securities and
Excchange Commission, and the current procedures of DTC to be followed in dealing with DTC Participants are on file with DTC.

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered Bonds registered in the
name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized representative
of DTC. One fully-registered certificate will be issued for each maturity of the Bonds, each in the aggregate principal
amount of such maturity, and will be deposited with DTC.

DTG, the world’s largest securities depository, is a limited-purpose trust company organized under the New York Banking
Law, a “banking organization” within the meaning of the New York Banking L.aw, a member of the Federal Reserve
System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides
asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and
money market instruments (from over 100 countries) that DT'C’s participants (“Direct Participants”) deposit with DTC.
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants include both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations.
DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which atre
registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also
available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing
corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly
(“Indirect Participants”). Direct Participants and Indirect Participants are referred to as “Participants.” DTC has a
Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive a credit
for the Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond (“Beneficial Ownet”) is
in turn to be recorded on the Participants’ records. Beneficial Owners will not receive written confirmation from DTC of
their purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of the
transaction, as well as periodic statements of their holdings, from the Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interests in the Bonds are to be accomplished by entries made on
the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates
representing their ownership interests in Bonds, except in the event that use of the book-entry system for the Bonds is
discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the name of
DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of
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DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee do
not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds;
DTC’s recotds reflect only the identity of the Direct Participants to whose accounts such Bonds atre credited, which may
or may not be the Beneficial Owners. The Participants will remain responsible for keeping account of their holdings on
behalf of their customers. Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be
governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time
to time. Beneficial Owners of Bonds may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the Bonds, such as redemptions, tenders, defaults, and proposed amendments to the
Bond documents. For example, Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds
for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may
wish to provide their names and addresses to the Paying Agent/Registrar and request that copies of notices be provided
directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity are being redeemed, DTC’s
practice is to determine by lot the amount of the interest of each Direct Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co. (nor any other DT'C nominee) will consent or vote with respect to Bonds unless authorized
by a Direct Participant in accordance with DT'C’s MMI Procedures. Under its usual procedures, DT'C mails an Omnibus
Proxy to the City as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting
rights to those Direct Participants to whose accounts Bonds are credited on the record date (identified in a listing attached
to the Omnibus Proxy).

All payments on the Bonds will be made to Cede & Co., or such other nominee as may be requested by an authorized
representative of DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and
cortesponding detail information from the City ot the Paying Agent/Registrat, on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with Bonds held for the accounts of customers in bearer form or
registered in “street name,” and will be the responsibility of such Participant and not of DTC nor its nominee, the Paying
Agent/Registrar, or the City, subject to any statutory or regulatory requitements as may be in effect from time to time. All
payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) are the
responsibility of the City or the Paying Agent/Registrar, disbursement of such payments to Direct Patticipants will be the
responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of
Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time by giving reasonable
notice to the City or the Paying Agent/Registrar. Under such circumstances, in the event that a successor depository is
not obtained, Bond certificates are required to be printed and delivered.

The City may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor securities
depository). In that event, certificates for the Bonds will be printed and delivered to DTC.

Paying Agent/Registrar

Interest on and principal of the Bonds will be payable, and transfer functions will be performed at the Designated
Payment/Transfer Office designated to the City by the Paying Agent/Registrar, curtently its Dallas, Texas corporate trust
office. In the Ordinance, the City retains the right to replace the Paying Agent/Registrar. The City covenants to maintain
and provide a Paying Agent/Registrar at all times while the Bonds are outstanding and any successor Paying
Agent/Registrar shall be a commercial bank, trust company or other entity duly qualified and legally authorized to serve
as and perform the duties and services of Paying Agent/Registrar. Upon any change in the Paying Agent/Registrar for
the Bonds, the City agrees to promptly cause a written notice thereof to be sent to each registered owner of the Bonds by
United States mail, first class postage prepaid, which notice shall also give the addtess of the new Paying Agent/Registrar.

Transfer, Exchange and Registration

In the event the book-entry-only system should be discontinued, the Bonds may be transferred and exchanged on the
registration books of the Paying Agent/Registrar only upon presentation and surrender thereof to the Paying
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Agent/Registrar at the Designated Payment/Transfer Office and any transfer or exchange shall be without expense ot
service charge to the registered owner, except for any tax or other governmental charges required to be paid with respect
to the registration, exchange and transfer. A Bond may be assigned by the execution of an assignment form or by other
instrument of transfer and assignment acceptable to the Paying Agent/Registrar. A new Bond will be delivered by the
Paying Agent/Registrar, in lieu of the Bonds being transferred or exchanged, at the Designated Payment/Transfer Office,
or sent by United States mail, first class postage prepaid, to the new registered owner or its designee. New Bonds registered
and delivered in an exchange or transfer shall be in any integral multiple of $5,000 for any one maturity and for a like
aggregate principal amount as the Bonds surrendered for exchange or transfer. See “DESCRIPTION OF THE BONDS
— Book-Entry-Only System” above in this document for a description of the system to be utilized initially in regard to
ownership and transferability of the Bonds.

SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS
Pledge of Net Revenues

The Bonds and the Currently Outstanding Revenue Bonds, together with any Additional Revenue Bonds (if and when
issued), are secured by and payable from a first lien on the Net Revenues. The City covenants and agrees in the Revenue
Bond Ordinances that Gross Revenues shall be deposited and paid into the special funds established and confirmed in the
Revenue Bond Ordinances and shall be applied in order to provide for the payment of all Operation and Maintenance
Expenses of the Airport System and to provide for the payment of Debt Service on the Revenue Bonds and Credit
Agtreement Obligations and the payment when due of Administrative Expenses. See “SECURITY AND SOURCES OF
REPAYMENT FOR THE REVENUE BONDS - Flow of Funds” below in this document.

“Gross Revenues” includes all income and revenues derived directly or indirectly by the City from the operation and use
of and otherwise pertaining to all or any part of the Airport System, whether resulting from extensions, enlargements,
repairs, betterments or other improvements to the Airport System, or otherwise, and includes, except to the extent
expressly excluded below, all revenues received by the City from the Airport System, including, without limitation, all
rentals, rates, fees and other charges for the use of the Airport System, or for any service rendered by the City in the
operation of the Airport System, interest and other income realized from the investment or deposit of amounts required
to be transferred or credited to the Revenue Fund. “Gross Revenues” expressly excludes: (a) proceeds of any Revenue
Bonds and Subordinate Obligations; (b) interest or other investment income derived from Revenue Bonds and
Subordinate Obligation proceeds deposited to the credit of a construction fund, and all other interest or investment income
not required to be transferred or credited to the Revenue Fund; (c) any monies received as grants, appropriations, or gifts,
the use of which is limited by the grantor or donor to the construction or acquisition of Airport System facilities, except
to the extent any such monies are received as payments for the use of the Airport System facilities; (d) any revenues derived
from any Special Facilities (e.g., customer facility charges) which are pledged to the payment of Special Facilities Bonds;
(e) insurance proceeds other than loss of use or business interruption insurance proceeds; (f) the proceeds of the passenger
facility charge currently imposed by the City and any other per-passenger charge as may be lawfully authorized; (g) sales
and other taxes collected by the Airport System on behalf of the State of Texas and any other taxing entities; (h) Federal
Payments received by the Airport System unless the City first receives an opinion from nationally recognized bond counsel
to the effect that such payments, if included in Gross Revenues, would not cause the interest on the Bonds to be includable
within the gross income of the Owners thereof for federal income tax purposes; (i) the proceeds received by the City from
the sale or other disposition of Airport System property, except amounts representing interest or finance charges in a
deferred sale or other similar method of conveyance where a portion of the sale price is payable on a deferred basis, in
which case any interest or finance charges are considered Gross Revenues; or (j) Other Available Funds transferred to the
Revenue Fund as provided in the Revenue Bond Ordinances.

“Net Revenues” means that portion of Gross Revenues remaining after the deduction of the Operation and Maintenance
Expenses of the Airport System. Debt Service is payable prior to the payment of any Administrative Expenses. See “Flow
of Funds” below. For the definitions of “Operation and Maintenance Expenses” and “Administrative Expenses,” see
“APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE - Selected Definitions” in this
document.

The Ordinance does not constitute a mortgage of any of the physical properties forming a part of the Airport

System or create any lien thereon or security interest therein. The Bonds are not general obligations of the City,
and neither the taxing power of the City nor the State of Texas is pledged as security for the Bonds.

10
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As of the date of this Official Statement, there are no Credit Agreements or Credit Agreement Obligations in effect or
outstanding, as applicable; however, the City may enter into Credit Agreements in the future. The City has reserved the
right to issue, for any lawful Airport System purpose, obligations secured in whole or in part by liens on the Net Revenues
that are junior and subordinate to the lien on Net Revenues securing payment of the Revenue Bonds. See “SECURITY
AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS - Subordinate Obligations” below in this
document. The City has issued, and reserves the right to issue, additional obligations of the City secured by a levy of ad
valorem taxes from time to time issued or to be issued by the City for Airport System purposes (“General Obligation
Airport Bonds”). General Obligation Airport Bonds may be paid from remaining Net Revenues only after the payment
of all Revenue Bonds and Subordinate Obligations. See “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS
OF THE ORDINANCE - Funds and Flow of Funds” in this document. The City has utilized Net Revenues to pay debt
service on General Obligation Airport Bonds in the past; however, no General Obligation Airport Bonds are currently
outstanding. The City has no present intention of issuing any additional General Obligation Airport Bonds, but has
reserved the right in the Revenue Bond Ordinances to do so in the future.

Use of Passenger Facility Charges

In the Revenue Bond Ordinances, the City covenants and agrees, for the benefit of the Owners of the Revenue Bonds,
that during each Fiscal Year the City will set aside from any passenger facility charges imposed by the City on enplaned
passengers the lesser of (i) such passenger facility charges imposed and collected by the City or (i) $4.50 derived from each
passenger facility charge (“PFC”) so imposed and collected by the City for the payment of PFC-eligible debt setvice on
the Revenue Bonds in the following Fiscal Year, unless the City receives a report from an Airport Consultant showing
that an alternative use of all or a portion of the PFCs will not reduce the forecast coverage of Debt Service Requirements
with respect to the Revenue Bonds by forecast Net Revenues during the following Fiscal Year (or such longer forecast
period as may be covered in the report from the Airport Consultant) to less than 125%. PFCs are currently being used to
pay debt service on Revenue Bonds for PFC-eligible projects that have been approved by the Federal Aviation
Administration (“FAA”). See “REGULATION — Passenger Facility Charges” in this document.

The City intends to seek approval from the FAA to use PFCs to pay a portion of the debt service on the Bonds. Upon
approval, the City intends to set aside PFCs to pay PFC-eligible debt service on the Bonds in accordance with the covenant
described above. The City is currently applying PFCs to pay a portion of the debt service on the Currently Outstanding
Revenue Bonds. See “CERTAIN INVESTMENT CONSIDERATIONS — Availability of PFCs and PFC Approval,”
“APPENDIX A — REPORT OF THE AIRPORT CONSULTANT - Exhibit F” and “APPENDIX C — SUMMARY
OF CERTAIN PROVISIONS OF THE ORDINANCE — Use of Passenger Facility Charges” in this document.

The proceeds of the PFCs are not part of the Net Revenues pledged by the City to the payment of Revenue
Bonds, including the Bonds. Pursuant to the terms of the Revenue Bond Ordinances, PFCs are expressly
excluded from the definition of “Gross Revenues.” Consistent with the definition of “Debt Service
Requirements” in the Revenue Bond Ordinances, debt setvice on Revenue Bonds for which PFCs have been
appropriated and deposited into a dedicated fund or account, the proceeds of which are required to be
transferred into the Debt Service Fund or directly to the Paying Agent/Registrar for such Revenue Bonds, is
excluded from the calculation of Debt Service Requitements. See “SECURITY AND SOURCES OF
REPAYMENT FOR THE REVENUE BONDS — Rate Covenant” and “— Additional Revenue Bonds” in this document
and the definition of “Debt Service Requirements” in “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF
THE ORDINANCE - Selected Definitions” in this document.

Flow of Funds

The Ordinance confirms special funds and accounts previously established, including the Revenue Fund and the other
special funds and accounts described below, and provides that such special funds and accounts are to be maintained and
accounted for so long as any Revenue Bond and related Credit Agreement Obligation remains Outstanding and
Administrative Expenses remain unpaid. The Revenue Bond Ordinances require the City to deposit Gross Revenues as
received into the Revenue Fund, and moneys in the Revenue Fund are required to be applied in the manner and order of
priority set forth in the Revenue Bond Ordinances and described below. The Revenue Fund (including the Operation
and Maintenance Reserve Fund), the Renewal and Replacement Fund, the Capital Fund and the Construction Fund (other
than any Capitalized Interest Account in the Construction Fund) are maintained as separate funds or accounts on the
books of the City and all amounts credited to the Funds and Accounts are maintained in an official depository bank of the
City. The Debt Service Fund, the Debt Service Reserve Fund and the Administrative Expense Fund are maintained at an

11
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official depository bank of the City or in a trustee bank designated by the City separate and apart from all other funds and
accounts of the City. For descriptions of the special funds and accounts confirmed by the Ordinance and application of
moneys in the Revenue Fund, see “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE
ORDINANCE - Funds and Flow of Funds” in this document.

Flow of Funds Priority Under
DEPOSIT OF GROSS REVENUES OF THE AIRPORT SYSTEM the Ordinance

v

Revenue Fund 1
To provide for all payments of Operating and Maintenance Expenses required by the

Revenue Bond Ordinances

Approved Portions Debt Service Fund 2
of PFCs Used to Pay All amounts required by the Revenue Bond Ordinances necessary to pay Debt Services on

PFC Eligible Debt »| Revenue Bonds and any related Credit Agreement Obligations other than swap termination

Service payrnentsm.

Administrative Expense Fund 3

All amounts required to pay Administrative Expenses when due

Debt Service Reserve Fund 4
2

All amounts required by Revenue Bond Ordinances

Funds and Accounts for Subordinate Obligations 5
All amounts necessary to provide for the payment of Subordinate Obligations, or to

provide reserves for such payments, as may be required by any ordinance authorizing
Subordinate Obligations and related credit agreement obligations including Termination

Paymcms(3>

Funds and Accounts for General Obligation Airport Bonds 6
To provide for the payment of principal and interest on General Obligation Airport

Bonds®

Operation and Maintenance Reserve Fund (held in the Revenue Fund) 7

All amounts required by the Revenue Bond Ordinances

Renewal and Replacement Fund 8
All amounts ($5,000,000) required by the Revenue Bond Ordinances

Capital Fund 9
May be used for lawful purposes related to the Airport System

——_I Other Available Funds® Minimum Capital Reserve

(1)  See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS - Pledge of Net Revenues” and “— Credit
Agreement Obligations” in this document.

(2)  See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS - Debt Setvice Reserve Fund” in this document.

(3) See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS -Subordinate Obligations” in this document.

(

(

4)  See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS — Pledge of Net Revenues” in this document.
5)  See “HISTORICAL FINANCIAL DATA — Table 8” and the definition of “Other Available Funds” in APPENDIX C in this document.

Rate Covenant

The City covenants in the Revenue Bond Ordinances that it will at all times fix, charge, impose and collect rentals, rates,
fees and other charges for the use of the Airport System, and, to the extent it legally may do so, revise the same as may be
necessary ot appropriate, in order that in each Fiscal Year, the Net Revenues will be at least sufficient to equal the larger
of either (i) all amounts required to be deposited in the Fiscal Year to the credit of the Debt Service Fund, the Debt Service
Reserve Fund and the Administrative Expense Fund, and to pay any debt service or debt service reserve fund or account
for Subordinate Obligations, or (ii) an amount, together with Other Available Funds, not less than 125% of the Debt
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Service Requirements for the Revenue Bonds for the Fiscal Year plus an amount equal to 100% of anticipated and
budgeted Administrative Expenses for the Fiscal Year. See “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS
OF THE ORDINANCE — Particular Covenants — Rate Covenant” in this document.

If the Net Revenues in any Fiscal Year are less than the amounts specified above, the City, promptly upon receipt of the
annual audit for the Fiscal Year, must request an Airport Consultant to make any recommendations to revise the City’s
rentals, rates, fees and other charges, its Operation and Maintenance Expenses or the method of operation of the Airport
System in order to satisfy as quickly as practicable the foregoing requirements. Copies of the request and the
recommendations of the Airport Consultant shall be filed with the City Clerk. So long as the City substantially complies
in a timely fashion with the recommendations of the Airport Consultant, the City will not be deemed to have defaulted in
the performance of its duties under the Ordinances even if the resulting Net Revenues plus Other Available Funds are not
sufficient to be in compliance with the rate covenant set forth above, so long as Debt Service is paid when due.

For purposes of the rate covenant described above, “Other Available Funds” is defined in the Ordinance as unencumbered
funds accumulated in the Capital Fund in excess of the Minimum Capital Reserve which, before the beginning of any
Fiscal Year, are designated by the City as Other Available Funds and transferred at the beginning of that Fiscal Year to the
Revenue Fund; but for purposes of the rate covenant and the determination of whether Additional Revenue Bonds may
be issued as described below under “~Additional Revenue Bonds,” in no event may this amount exceed 25% of the Debt
Service Requirements for the Revenue Bonds for that Fiscal Year. The City has had a practice of transferring Other
Available Funds to the Revenue Fund pursuant to the Revenue Bond Ordinances. See “HISTORICAL FINANCIAL
DATA — Table 8 — Historical Debt Service Coverage” in this document.

Debt Service Reserve Fund

The Revenue Bond Ordinances establish a Debt Service Reserve Fund for the benefit of all Revenue Bonds and require
that an amount equal to the Debt Service Reserve Fund Requirement be accumulated and maintained therein in accordance
with the Revenue Bond Ordinances. The Revenue Bond Ordinances provide that the Debt Service Reserve Fund
Requirement shall be computed and recomputed annually as a part of the City’s budget process and upon the issuance of
each series of Revenue Bonds to be the arithmetic average of the Debt Service Requirements scheduled to occur in the
then current and each future Fiscal Year for all Revenue Bonds then Outstanding including the series of Revenue Bonds
then being issued. In no event, however, will the amount deposited in the Debt Service Reserve Fund that is allocable to
the Revenue Bonds or Additional Revenue Bonds, in accordance with regulations promulgated under the Internal Revenue
Code of 1986, as amended (the “Code”), exceed the least of (a) 10% of the stated principal amount of each issue of which
the Revenue Bonds or Additional Revenue Bonds ate a part, (b) the maximum annual principal and interest requirements
of the issue or (c) 125% of the average annual principal and interest requirements of the issue, unless there is received an
opinion of nationally recognized bond counsel to the effect that the additional amount will not cause the Revenue Bonds
and any Additional Revenue Bonds to be “arbitrage bonds” within the meaning of section 148 of the Code and the
regulations promulgated under the Code from time to time.

Pursuant to the Revenue Bond Ordinances, Additional Revenue Bonds may only be issued if provision is made in the
Revenue Bond Ordinances authorizing the Additional Revenue Bonds proposed to be issued for additional payments into
the Debt Service Reserve Fund sufficient to fund any an increase, if any, in the Debt Service Reserve Fund Requirement
resulting from the issuance of such Additional Revenue Bonds. See “— Additional Revenue Bonds” below in this
document.

The Revenue Bond Ordinances provide that the Debt Service Reserve Fund Requirement may be funded by depositing
to the Debt Service Reserve Fund either (i) proceeds of the applicable Revenue Bonds or other lawfully appropriated
funds or (ii) a Debt Service Reserve Fund Surety Bond. The City may substitute at any time a Debt Service Reserve Fund
Surety Bond for the funded amounts in the Debt Setvice Reserve Fund and apply the funds released to any of the purposes
for which the related Revenue Bonds were issued or to pay debt service on the related Revenue Bonds.

In any month in which the Debt Service Reserve Fund contains less than the Debt Service Reserve Fund Requirement or
in which the City is obligated to repay or reimburse any issuer of a Debt Service Reserve Fund Surety Bond (in the event
the Debt Service Reserve Fund Surety Bond is drawn upon), then on or before the last Business Day of that month, after
making all required transfers to the Debt Service Fund and the Administrative Expense Fund, the City shall transfer into
the Debt Service Reserve Fund from the Revenue Fund, in approximately equal monthly installments, amounts sufficient
to enable the City within an 18 month period to reestablish in the Debt Service Reserve Fund the Debt Service Reserve
Fund Requirement and satisfy any repayment obligations to the issuer of any Debt Service Reserve Fund Surety Bond.
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After this amount has been accumulated in the Debt Service Reserve Fund and after satisfying any repayment obligation
to any Debt Service Reserve Fund Surety Bond issuer and so long thereafter as the Debt Service Reserve Fund contains
this amount and all repayment obligations have been satisfied, no further transfers shall be required to be made, and any
excess amounts in the Debt Service Reserve Fund shall be transferred to the Revenue Fund. But if and whenever the
balance in the Debt Service Reserve Fund is reduced below this amount or any Debt Service Reserve Fund Surety Bond
repayment obligations arise, monthly transfers to the Debt Service Reserve Fund shall be resumed and continued in
amounts required to restore the Debt Service Reserve Fund to this amount and to pay reimbursement obligations within
an 18 month period. See “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE —
Funds and Flow of Funds — Debt Service Reserve Fund” in this document.

Upon the issuance of the Bonds, the aggregate Debt Service Reserve Fund Requirement will be approximately
$79,343,651.61. The City will deposit a portion of the proceeds of the Bonds in the amount of $17,657,819.00 in the Debt
Service Reserve Fund. Upon making this deposit, the Debt Service Reserve Fund will remain fully funded entirely with
cash. See “APPLICATION OF BOND PROCEEDS” in this document.

Upon implementation of the amendments to the Ordinance and the Revenue Bond Ordinances described above in this
document under “INTRODUCTION — Amendments to Revenue Bond Ordinances,” the definition of “Debt Service
Reserve Fund Surety Bond” in Section 2.01 of the Ordinance and the Revenue Bond Ordinances will be amended to read
as follows:

“Debt Service Reserve Fund Surety Bond” means any surety bond, letter of credit, line of credit or
insurance policy issued to the City for the benefit of the Owners of the Revenue Bonds to satisfy any
part of the Debt Service Reserve Fund Requirement as provided in Section 5.07 of this Ordinance;
provided that, at the time of delivery to the City, either the long-term unsecured debt of the issuer of
the Debt Service Reserve Fund Surety Bond or the obligations insured, secured or guaranteed by such
issuer are rated “Aa3” or higher by Moody’s or “AA-" or higher by Standard & Poor’s.

Remedies

If the City defaults in the payment of principal, interest or redemption price on the Bonds when due, or the City defaults
in the observation or performance of any other covenants, conditions, or obligations set forth in the Ordinance, or the
City declares bankruptcy, the registered owners of the Bonds may seek a writ of mandamus to compel the City or City
officials to carry out the City’s legally imposed duties with respect to the Bonds if there is no other available remedy at law
to compel performance of the Bonds or the Ordinance and the City’s obligations are not uncertain or disputed. The
issuance of a writ of mandamus is controlled by equitable principles, so rests with the discretion of the courts, but may
not be arbitrarily refused.

There is no acceleration of maturity of the Bonds in the event of default and, consequently, the remedy of mandamus may
have to be telied upon from year to year. The Ordinance does not provide for the appointment of a trustee to represent
the interest of the holders of the Bonds upon any failure of the City to perform in accordance with the terms of the
Ordinance, or upon any other condition and accordingly all legal actions to enforce such remedies would have to be
undertaken at the initiative of, and be financed by, the registered owners.

The City may exercise authority to issue obligations and enter into credit agreements pursuant to Chapter 1371, secured
by the Net Revenues of the Airport System. In the proceedings authorizing the issuance of obligations or the execution
and delivery of credit agreements, the City, in its sole discretion, may agree to waive sovereign immunity from suit or
liability for the purposes of adjudicating a claim to enforce the obligation or credit agreement or for damages for breach
of the obligation or credit agreement. However, the City has not waived the defense of sovereign immunity with respect
to the Bonds under Chapter 1371. On June 30, 2000, the Texas Supreme Court ruled in Tooke v. City of Mexia, 197 S.\W.3d
325 (Tex. 2006) that a waiver of sovereign immunity in a contractual dispute must be provided for by statute in “clear and
unambiguous” language. Because it is unclear whether the State legislature has effectively waived the City’s sovereign
immunity from a suit for money damages outside of Chapter 1371, holders of the Bonds may not be able to bring such a
suit against the City for breach of the Bonds or covenants contained in the Ordinance. Even if a judgment against the
City could be obtained, it could not be enforced by direct levy and execution against the City’s property.

On April 1, 2016, the Texas Supreme Court ruled in Wasson Interests, Ltd. v. City of Jacksonville, 489 S.W.3d 427 (Tex. 2016)

(“Wasson I”’), that governmental immunity does not imbue a city with derivative immunity when it performs a proprietary,
as opposed to a governmental, function in respect to contracts executed by a city. On October 5, 2018, the Texas Supreme
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Court issued a second opinion to clarify Wasson I, Wasson Interests, Ltd. v. City of Jacksonville, 559 S.\W.3d 142 (Tex. 2018)
(“Wasson I1,” and together with Wasson I, “Wasson”), ruling that to determine whether governmental immunity applies to a
breach of contract claim, the proper inquiry is whether the municipality was engaged in a governmental or proprietary
function at the time it entered into the contract, not at the time of the alleged breach. In Wasson, the Court recognized
that the distinction between governmental and proprietary functions is not clear. Therefore, in regard to municipal
contract cases (as opposed to tort claim cases), it is incumbent on the courts to determine whether a function was
governmental or proprietary based upon the statutory guidance at the time of the contractual relationship. Texas
jurisprudence has generally held that proprietary functions are those conducted by a city in its private capacity, for the
benefit only of those within its corporate limits, and not as an arm of the government or under authority or for the benefit
of the State; these are usually activities that can be, and often are, provided by private persons, and therefore are not done
as a branch of the State, and do not implicate the state’s immunity since they are not performed under the authority, or
for the benefit, of the State as sovereign. Issues related to the applicability of a governmental immunity as they relate to
the issuance of municipal debt have not been adjudicated. Each situation will be evaluated based on the facts and
circumstances surrounding the contract in question.

The City is eligible to seek relief from its creditors under Chapter 9 of the U.S. Bankruptcy Code (“Chapter 97). Although
Chapter 9 provides for the recognition of a security interest represented by a specifically pledged source of revenue, such
provision is subject to judicial construction. Chapter 9 also includes an automatic stay provision that would prohibit,
without Bankruptcy Court approval, the prosecution of any other legal action by creditors or holders of the Bonds of an
entity which has sought protection under Chapter 9. Therefore, should the City avail itself of Chapter 9 protection from
creditors, the ability to enforce any other remedies available to the registered owners would be subject to the approval of
the Bankruptcy Court (which could require that the action be heard in Bankruptcy Court instead of other federal or state
court); and the Bankruptcy Code provides for broad discretionary powers of a Bankruptcy Court in administering any
proceeding brought before it. The opinion of Bond Counsel will note that all opinions relative to the enforceability of the
Bonds are qualified with respect to the customary rights of debtors relative to their creditors. See “CERTAIN
INVESTMENT CONSIDERATIONS — Effect of a City Bankruptcy” in this document.

The Revenue Bond Ordinances provide that in the event of a payment default on any of the Bonds or a default in the
performance of any duty or covenant provided by law or in the Revenue Bond Ordinances, the Owner or Owners of any
of the Bonds may pursue all legal remedies afforded by the Constitution and laws of the State of Texas to compel the City
to remedy such default and to prevent further default or defaults. Without in any way limiting the generality of the
foregoing, it is expressly provided that any Owner of any of the Bonds, may at law or in equity, by suit, action, mandamus,
or other proceedings, enforce and compel performance of all duties required to be performed by the City under the
Revenue Bond Ordinances, including the making of reasonably required rates and charges for the use and services of the
Airport System, the deposit of the Gross Revenues into the special funds provided in the Revenue Bond Ordinances, and
the application of such Gross Revenues in the manner required in the Revenue Bond Ordinances. See “SECURITY AND
SOURCES OF REPAYMENT FOR THE REVENUE BONDS” and “APPENDIX C — SUMMARY OF CERTAIN
PROVISIONS OF THE ORDINANCE — Particular Covenants” in this document.

Additional Revenue Bonds

The Bonds will be issued as Additional Revenue Bonds, secured by a first lien on and pledge of the Net Revenues on
parity with the Currently Outstanding Revenue Bonds.

The Revenue Bond Ordinances provide that the City may issue Additional Revenue Bonds payable from and secured on
a parity with the Outstanding Revenue Bonds for any lawful Airport System purpose. However, the City may issue
Additional Revenue Bonds only if, among other requirements, the following conditions are satisfied:

(a) The City Manager and the Aviation Director certify that, upon the issuance of such Additional Revenue
Bonds, the City will not be in default under any term or provision of any Revenue Bonds then Outstanding or any
ordinance pursuant to which any Revenue Bonds were issued unless the default will be cured by the issuance of the
Additional Revenue Bonds;

(b) The City’s Chief Financial Officer or trustee, if one has been appointed, certifies that, upon the issuance
of Additional Revenue Bonds, the Debt Service Fund will have the required amounts on deposit and that the Debt Service
Reserve Fund will contain the applicable Debt Service Reserve Fund Requirement or the amount as is required to be
funded at that time; and
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(0 An Airport Consultant provides a written report setting forth projections which indicate that the
estimated Net Revenues, together with the estimated Other Available Funds, of the Airport System for each of three
consecutive Fiscal Years beginning in the eatlier of:

@) the first Fiscal Year following the estimated date of completion and initial use of all revenue
producing facilities to be financed with Additional Revenue Bonds, based upon a certified written
estimated completion date by the consulting engineer for the facility or facilities, or

(i) the first Fiscal Year in which the City will have scheduled payments of interest on or principal
of the Additional Revenue Bonds to be issued for the payment of which provision has not been made
as indicated in the report of such Airport Consultant from proceeds of the Additional Revenue Bonds,
investment income on such Additional Revenue Bonds or from other appropriated sources (other than
Net Revenues),

are equal to at least 125% of the Debt Service Requirements on all Outstanding Revenue Bonds
scheduled to occur during each such respective Fiscal Year after taking into consideration the additional
Debt Service Requirements for the Additional Revenue Bonds to be issued.

(d) In lieu of the certification described in paragraph (c) above, the City’s Chief Financial Officer may
provide a certificate showing that, for either the City’s most recent complete Fiscal Year or for any consecutive 12 out of
the most recent 18 months, the Net Revenues, together with Other Available Funds, of the Airport System were equal to
at least 125% of the maximum Debt Service Requirements on all Revenue Bonds scheduled to occur in the then current
or any future Fiscal Year after taking into consideration the issuance of the Additional Revenue Bonds proposed to be
issued.

The City will satisfy the requirements of paragraph (c) above in connection with the issuance of the Bonds.

If Additional Revenue Bonds are being issued for the purpose of refunding less than all previously issued Revenue Bonds
which are then Outstanding, neither of the certifications described in (c) or (d) above are required so long as the aggregate
Debt Service Requirements after the issuance of the Additional Revenue Bonds do not exceed the aggregate Debt Service
Requirements prior to the issuance of the Additional Revenue Bonds; provided, that the annual debt service on the
refunding bonds in any Fiscal Year will not be more than 10% higher than it is in any other Fiscal Year.

In addition, Additional Revenue Bonds may only be issued if the Revenue Bond Ordinances authorizing the Additional
Revenue Bonds proposed to be issued provide for: (1) additional payments into the Debt Service Fund sufficient to
provide for any principal and interest requirements resulting from the issuance of the Additional Revenue Bonds; and (2)
satisfaction of the Debt Service Reserve Fund Requirement by not later than the date required by the Revenue Bond
Ordinance authorizing such Additional Revenue Bonds. See “— Debt Service Reserve Fund” above in this document.

Additional Revenue Bonds (which may include, without limitation, bonds, notes, bond anticipation notes, commercial
paper, lease or installment purchase agreements or certificates of participation therein and Credit Agreement Obligations
to Credit Providers) may mature on any date or dates over any period of time; bear interest at a fixed or variable rate; be
payable in any currency or currencies; be in any denominations; be subject to additional events of default; if bearing interest
at a variable rate, may be subject to mandatory tender for purchase; have any interest and principal payment dates; be in
any form (including registered, book-entry or coupon); include or exclude redemption provisions; be sold at a certain price
or prices; be further secured by any separate and additional security; be subject to optional tender for purchase; and
otherwise include such additional terms and provisions as the City may determine, subject to the then-applicable
requirements and limitations imposed by State law.

The Revenue Bond Ordinances further provide that the City reserves the right to issue one or more series of Revenue
Bonds to pay the cost of completing any Project for which Revenue Bonds have previously been issued (“Completion
Bonds”). Prior to the issuance of any series of Completion Bonds the City must provide:

) The certifications listed in paragraphs (a) and (b) above;

) a certificate of the consulting engineer engaged by the City to design the Project for which the
Completion Bonds are to be issued stating that the Airport Project (defined below) has not materially changed in scope
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since the issuance of the most recent series of Revenue Bonds for such purpose (except as permitted in the applicable
ordinance authorizing the Revenue Bonds) and setting forth the aggregate cost of the Airport Project which, in the opinion
of such consulting engineer, has been or will be incurred; and

(2) a certificate of the Aviation Director (i) stating that all amounts allocated to pay costs of the Airport
Project from the proceeds of the most recent seties of Revenue Bonds issued in connection with the Airport Project for
which the Completion Bonds atre being issued were used or are still available to be used to pay costs of the Airport Project;
(i) containing a calculation of the amount by which the aggregate cost of that Airport Project (furnished in the consulting
engineer’s certificate described above) exceeds the sum of the costs of the Airport Project paid to such date plus the
moneys available at such date within any construction fund or other like account applicable to the Airport Project plus any
other moneys which the Aviation Director, in his discretion, has determined are available to pay such costs in any other
fund; and (iii) certifying that, in the opinion of the Aviation Director, the issuance of the Completion Bonds is necessary
to provide funds for the completion of the Airport Project.

“Airport Project” means the Airport or any other Airport System facility or project which is defined as an Airport Project
in any ordinance authorizing the issuance of Additional Revenue Bonds for the purpose of financing the Airport Project.

See “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE — Additional Bonds” in this
document.

Credit Agreement Obligations

Pursuant to the Revenue Bond Ordinances, Credit Agreement Obligations are equally and ratably secured and are on a
parity with Revenue Bonds; provided, that Termination Payments are payable as Subordinate Obligations.

“Credit Agreement” means (i) any agreement of the City entered into in connection with and for the purpose of (A)
enhancing or supporting the creditworthiness of a series of Revenue Bonds or (B) providing liquidity with respect to
Revenue Bonds which by their terms are subject to tender for purchase, and which, by its terms, creates a liability on the
part of the City on a parity with the Revenue Bonds to which it relates, and (i) a Swap Agreement.

“Credit Agreement Obligations” means any amounts payable by the City under and pursuant to a Credit Agreement other
than amounts payable as an Administrative Expense.

“Swap Agreement” means a Credit Agreement with respect to a series of Revenue Bonds pursuant to which the City has
entered into an interest rate exchange agreement or other interest rate hedge agreement for the purpose of converting in
whole or in part the City’s fixed or vatiable intetrest rate liability on all or a portion of the Revenue Bonds to a fixed or
variable rate liability (including converting a variable rate liability to a different variable rate liability). For the purpose of
this definition, a counterparty is not qualified unless it holds, on the date of execution of a Swap Agreement, a current
rating by at least two of the following three rating agencies: Moody’s, and by Standard & Poor’s, and by Fitch Ratings, or
their respective successors, at least equal to the rating of each such rating agency assigned to the Revenue Bonds without
reference to any Credit Agreement.

As of the date of this Official Statement, the City does not have any Credit Agreements in effect or outstanding Credit
Agreement Obligations, and does not currently intend to enter into a Credit Agreement or incur a Credit Agreement
Obligation, but the City may enter into Credit Agreements in the future. See “SECURITY AND SOURCES OF
REPAYMENT FOR THE REVENUE BONDS - Contingent Payment Obligations” below in this document.

Contingent Payment Obligations

The City has entered into, and may in the future enter into, contracts and agreements in the course of its business that
include an obligation on the part of the City to make payments contingent upon the occurrence or non-occurrence of
certain future events, including events that are beyond the direct control of the City. These agreements include interest
rate swap agreements and other similar agreements, letter of credit and line of credit agreements for advances of funds to
the City in connection with its bonds and other obligations, and other agreements. See “— Credit Agreement Obligations”
above in this document. The contracts and agreements may provide for contingent payments that may be conditioned
upon the credit ratings of the City and/or of the other patties to the contract ot agreement, maintenance by the City of
specified financial ratios, the inability of the City to obtain long-term refinancing for shorter-term obligations or liquidity
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arrangements, and other factors. The payments may be payable on a parity with debt service on the Bonds, including any
payments made pursuant to a Swap Agreement. The amount of any such contingent payments may be substantial. To the
extent that the City does not have sufficient funds on hand to make any such payment, it is likely that the City would seek
to borrow such amounts through the issuance of Additional Revenue Bonds or Subordinate Obligations.

Subordinate Obligations

The City has reserved the right to issue or incur, for any lawful Airport System purpose, bonds, notes or other obligations,
including reimbursement obligations and obligations pursuant to credit agreements and interest rate hedges, secured in
whole or in part by liens on the Net Revenues that are junior and subordinate to the lien on Net Revenues securing
payment of the Bonds, Currently Outstanding Revenue Bonds, and any Additional Revenue Bonds. Although such
obligations are referred to in the Ordinance as “Subordinate Obligations,” such obligations may bear any name or
designation provided by the ordinance authorizing their issuance. Such Subordinate Obligations may be secured by any
other source of revenues lawfully available for such purposes. The Revenue Bond Ordinances provide that Termination
Payments in connection with Swap Agreements constitute Subordinate Obligations.

In connection with the issuance of its $45,600,000 Austin-Bergstrom Landhost Enterprises, Inc. Airport Hotel Senior
Revenue Refunding and Improvement Bonds, Series 2017, the City incurred a Subordinate Obligation, as further described
in “OUTSTANDING REVENUE BONDS, SPECIAL FACILITIES BONDS AND SUBORDINATE
OBLIGATIONS — Subordinate Obligation to Support Austin Airport Hotel Refinancing” in this document.

OUTSTANDING REVENUE BONDS, SPECIAL FACILITIES BONDS AND SUBORDINATE
OBLIGATIONS

Outstanding Revenue Bonds

Seven series of Revenue Bonds are outstanding as of April 1, 2022: the Series 2013 Bonds, the Series 2014 Bonds, the
Series 2017A Bonds, the Series 2017B Bonds, the Series 2019 Bonds, the Series 2019A Bonds and the Series 2019B Bonds.

The Series 2013 Bonds are a fixed rate direct placement loan with Prosperity Bank with a final maturity of May 15, 2028.
As of April 1, 2022, the outstanding principal amount of the Series 2013 Bonds was $34,740,000. The Series 2013 Bonds
were issued for the purposes of designing and constructing improvements to the Airport, making a deposit to the Debt
Service Reserve Fund and paying certain costs of issuance.

The Series 2014 Bonds were publicly offered as fixed-rate bonds with a final maturity of November 15, 2044. As of April
1, 2022, the outstanding principal amount of the Series 2014 Bonds was $244,495,000. The Series 2014 Bonds were issued
for the purposes of designing and constructing improvements to the Airport, making a deposit to the Debt Service Reserve
Fund, funding capitalized interest and paying certain costs of issuance.

The Series 2017A Bonds and the Series 2017B Bonds were publicly offered as fixed rate bonds with a final maturity of
November 15, 2046 for each series. As of April 1, 2022, the outstanding principal amount of the Series 2017A Bonds was
$185,300,000 and the outstanding principal amount of the Series 2017B Bonds was $129,665,000. The Series 2017A Bonds
and the Series 2017B Bonds were issued for the purposes of designing and constructing a new parking garage, expanding
the passenger terminal, including the addition of new gates, and replacing or rehabilitating utility systems and other terminal
infrastructure, making a deposit to the Debt Service Reserve Fund, funding capitalized interest and paying certain costs of
issuance.

The Series 2019 Bonds were publicly offered as fixed rate bonds with a final maturity of November 15, 2025. As of April
1, 2022, the outstanding principal amount of the Series 2019 Bonds was $96,675,000. The Series 2019 Bonds were issued
for the purposes of refunding outstanding Revenue Bonds and paying a termination payment with respect to an interest
rate swap agreement executed in connection therewith, making a deposit to the Debt Service Reserve Fund, funding
capitalized interest and paying certain costs of issuance.

The Series 2019A Bonds and the Series 2019B Bonds were publicly offered as fixed rate bonds with a final maturity of
November 15, 2049 for the Series 2019A Bonds and November 15, 2048 for the Series 2019B Bonds. As of April 1, 2022,
the outstanding principal amount of the Series 2019A Bonds was $16,975,000 and the outstanding principal amount of
the Series 2019B Bonds was $248,170,000. The Series 2019A Bonds and the Series 2019B Bonds were issued for the
purposes of funding the terminal and apron expansion project that enlarged the adjacent aircraft parking apron and
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provided nine additional gates, the construction of a new parking garage with approximately 6,000 spaces, the purchase of
the Lynxs Cargo Buildings, the construction of a new consolidated Maintenance Facility, and the construction of a new
information technology building, making a deposit to the Debt Service Reserve Fund, funding capitalized interest and
paying certain costs of issuance.

Special Facilities Bonds

The City has reserved the right to issue from time to time, in one or more series, Special Facilities Bonds as provided in
the Ordinance to finance and refinance the cost of any Special Facilities, including all reserves required therefor, all related
costs of issuance and other amounts reasonably relating thereto, provided that such Special Facilities Bonds shall be
payable solely from payments by Special Facilities lessees and/ot other secutity not provided by the City. The Revenue
Bond Otrdinances provide that in no event will any Gross Revenues or any other amounts held in any other fund or
account maintained by the City as security for the Currently Outstanding Revenue Bonds, the Bonds and any Additional
Revenue Bonds or for the construction, operation, maintenance or repair of the Airport System be pledged to the payment
of Special Facilities Bonds. The City has issued and there is currently outstanding one series of Special Facilities Bonds,
the City of Austin, Texas, Rental Car Special Facility Revenue Refunding Bonds, Taxable Series 2021 (the “Rental Car
Special Facilities Bonds”). The Rental Car Special Facilities Bonds are payable only from certain pledged revenues,
consisting of rental car daily usage fees charged and collected and to be charged and collected by concessionaire rental car
companies using rental car facilities at the Airport pursuant to concession agreements, any contingent fees payable by
concessionaires under such concession agreements, any amounts drawn under separate letters of credit delivered by
concessionaires, rental payments for parking garage vehicle staging lanes and staging spaces required pursuant to such
concession agreements and investment earnings on such revenues. The Net Revenues of the Airport System have not
been pledged, and no other general or special revenues of the Airport System have been pledged, as security for the
payment of the Rental Car Special Facilities Bonds. The Rental Car Special Facilities Bonds are not general obligations of
the City. See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS — Pledge of Net
Revenues” and “AIRPORT REVENUES AND AGREEMENTS — Rental Car Company Agreements” in this document.

Subordinate Obligation to Support Austin Airport Hotel Refinancing
General

In 1998, the City created Austin-Bergstrom Landhost Enterprises, Inc. (“ABLE”), a non-profit public facility corporation,
acting on behalf of the City, to issue revenue bonds (“Airport Hotel Bonds”) to finance the construction and equipping
of a hotel at the airport (the “Airport Hotel”).

In 1999, ABLE issued: (1) senior lien Airport Hotel Bonds in the aggregate principal amount of $38,785,000 secured by
a senior lien pledge of hotel revenue, and (2) subordinate lien Airport Hotel Bonds in the aggregate principal amount of
$3,730,000 secured by a subordinate lien pledge of hotel revenue (collectively, the “Series 1999 Airport Hotel Bonds”).
The Series 1999 Airport Hotel Bonds were limited obligations payable by ABLE solely from hotel revenue.

Between 2004 and 2018, the operation of the Airport Hotel did not generate sufficient cash flow to pay debt service on
the Series 1999 Airport Hotel Bonds when due. The failure to pay debt service when due on the Series 1999 Airport Hotel
Bonds was an event of default under the indenture authorizing the issuance of the Series 1999 Airport Hotel Bonds. In
2013, Austin-Bergstrom Acquisitions LLC, an independent entity not affiliated either with the City or ABLE, acquired a
majority interest in the Series 1999 Airport Hotel Bonds.

Series 2017 Hotel Bonds

On November 1, 2017, ABLE issued its Airport Hotel Senior Revenue Refunding and Improvement Bonds, Series 2017,
in the aggregate principal amount of $45,600,000 (the “Series 2017 Hotel Bonds”), to effect the redemption and
cancellation of the outstanding Series 1999 Airport Hotel Bonds, to finance improvements to the Airport Hotel, to fund
a debt service reserve fund for, and to pay costs of issuance of, the Series 2017 Hotel Bonds. The Series 1999 Airport
Hotel Bonds are no longer outstanding as of December 1, 2017, and all rights of the holders of the Series 1999 Airport
Hotel Bonds have been extinguished. The Series 2017 Hotel Bonds are secured by a pledge of “Net Revenues,” which
consist of gross revenues generated by the operation of the Airport Hotel, net of (1) operation and maintenance expenses,
(2) administrative fees of the bond trustee, any consultant retained by ABLE in accordance with the proceedings
authorizing the issuance of the Series 2017 Hotel Bonds, and ABLE, and (3) repair and replacement fund expenses, all as
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described in the proceedings authorizing the issuance of the Series 2017 Hotel Bonds. Further, in connection with the
issuance of the Series 2017 Hotel Bonds, the City and ABLE entered into an agreement (the “Series 2017 Hotel Grant
Agreement”) pursuant to which the City has agreed that, if there occurs a deficiency in the reserve fund securing the Series
2017 Hotel Bonds (the “Series 2017 Hotel Reserve Fund”) resulting from a reduction of the Series 2017 Hotel Reserve
Fund to pay current debt service on the Series 2017 Hotel Bonds below the “Senior Debt Service Reserve Fund
Requirement” (defined in the Trust Indenture between ABLE and U.S. Bank Trust Company, National Association, as
trustee, to mean (a) on November 1, 2017, the average annual principal and interest requirements for the Series 2017 Hotel
Bonds and (b) on each Calculation Date (defined to mean October 1, 2022 and each fifth anniversary thereafter while the
Series 2017 Hotel Bonds are outstanding), the Trustee shall provide to the City a reserve fund deficiency notice, and the
City shall determine within 90 days after receipt of such deficiency notice whether surplus revenues held by the City under
the terms of the Revenue Bond Ordinances (“Surplus Airport System Revenues”) are sufficient to replenish the Series
2017 Hotel Reserve Fund to the Senior Debt Service Reserve Fund Requirement. If Surplus Airport System Revenues
are sufficient, the City will effect a grant to ABLE, and shall transfer Surplus Airport System Revenues to the Trustee
within 120 days of its receipt of the debt service reserve deficiency notice, in accordance with the terms of the Series 2017
Hotel Grant Agreement, for deposit to the credit of the Series 2017 Hotel Reserve Fund in an amount equal to such
deficiency. The City’s obligation to make any grant payments pursuant to the Series 2017 Hotel Grant Agreement
constitutes a Subordinate Obligation, and the sole source of money available to the City to make any such grant payment
is Surplus Airport System Revenues. The Series 2017 Hotel Bonds have a final stated maturity date of October 1, 2036.

Grant Payments

Due to the Pandemic and its effect on the travel industry, ABLE did not generate sufficient revenues to cover the October
2020 debt service payment due on the Series 2017 Hotel Bonds. Upon written notification from the Trustee of a deficit
in the Series 2017 Hotel Reserve Fund, the City, in accordance with the provisions of the Series 2017 Hotel Grant
Agreement, replenished the Series 2017 Hotel Reserve Fund, using Surplus Airport System Revenues, to the full extent of
the schedule set forth in the Series 2017 Hotel Grant Agreement. As of March 15, 2022, the City has provided
$4,834,040.51 in grant payments, using Surplus Airport System Revenues, to ABLE to cover deficits in the Seties 2017
Hotel Reserve Fund, as follows:

Series 2017 Hotel
. Grant Payment
Bonds Debt Service .
from the Airport
Date

10/01/2020 $1,561,040.73
04/01/2021 1,084,391.16
10/01/2021 2,188,608.62

Total $4.,834,040.5

Currently, there exists sufficient funds in ABLE’s Debt Service Fund to cover the April 2022 debt service payment due
on the Series 2017 Hotel Bonds, but the City anticipates that it may receive a reserve fund deficiency notice with respect
to a portion of the October 2022 debt service payment due on the Series 2017 Hotel Bonds. If the City receives such
deficiency notice, it will be obligated to make a grant payment from Surplus Airport System Revenues in the amount of
such deficiency.

Operating Loan

In addition to the Series 2017 Hotel Grant Agreement, the City, acting through the Department of Aviation, and ABLE
executed a loan agreement pursuant to the City’s authority under Chapter 380 of the Texas Local Government Code, in
which the City agreed to loan an aggregate amount not to exceed $2,600,000 to ABLE to cover Airport Hotel operating
expense shortfalls and certain required administrative expenses resulting from the impact of the Pandemic. The City budget
for the Fiscal Year ending September 30, 2021 appropriated $2,600,000 from the Capital Fund to the Department of
Aviation for such purpose. In connection with such loan agreement, ABLE executed and delivered to the City a
nonrecourse unsecured promissory note (the “Note”). The stated final maturity date of the Note is May 1, 2028. Under
the loan agreement, a base amount of $1,350,000 was set aside within the Capital Fund to cover past due invoices and near
term operating cash shortfalls and the remaining $1,250,000 is being set aside within the Capital Fund as a contingency
line of credit in case of further economic downturns caused by the Pandemic. The full base amount of the loan of
$1,350,000 was provided to ABLE on August 9, 2021, but as a result of the recovery in hotel occupancy occurring earlier
than anticipated, only $824,599 was ultimately needed by ABLE to cover operating and administrative expense cash

20



Case 1:22-cv-00770-RP Document 38-16 Filed 10/12/22 Page 31 of 330

shortfalls. The remaining $525,401 has been returned to the City and the $824,599 remaining balance of the loan will be
repaid by ABLE to the City in annual principal payments starting in 2025, or at the eatliest possible date. The ability of
ABLE to draw upon the contingency line of credit portion of the loan in the amount of $1,250,000, and make any future
requests for draws on the base amount, expires on December 31, 2022. The City does not anticipate the need to make
future advances to ABLE under the loan agreement, but if the need arises, the source of funds is expected to be the Capital
Fund. The City’s obligation to make advances under this loan agreement does not constitute a Subordinate Obligation,

and the City has no obligation to make such advances from Gross Revenues of the Airport.

Fiscal Year

DEBT SERVICE REQUIREMENTS

Ending Outstanding
September 30th Revenue Bonds
2022 $ 73,517,738
2023 77,841,188
2024 77,675,513
2025 77,500,169
2026 77,307,600
2027 67,330,613
2028 72,654,344
2029 61,937,125
2030 61,903,250
2031 61,876,375
2032 61,862,750
2033 61,829,125
2034 61,807,125
2035 61,777,875
2036 61,742,750
2037 61,707,750
2038 61,673,500
2039 61,630,625
2040 61,599,250
2041 61,559,250
2042 61,520,500
2043 61,477,500
2044 61,429,625
2045 61,380,875
2046 41,610,500
2047 41,577,250
2048 17,599,125
2049 17,592,125
2050 17,399,375
2051 -
2052 -
2053 -

Plus: The Bonds

Principal
$ -

6,965,000
7,320,000
7,700,000
8,090,000
8,500,000
8,940,000
9,395,000
9,885,000

10,390,000

10,920,000

11,480,000

12,065,000

12,685,000

13,335,000

14,020,000

14,740,000

15,495,000

16,290,000

17,125,000

18,030,000

19,000,000

20,025,000

21,105,000

22,200,000

23,295,000

24,455,000

25,665,000

26,945,000

$

Interest

Net
1)

6,854,493
20,810,900
20,636,775
20,279,650
19,904,150
19,509,400
19,094,650
18,658,650
18,200,275
17,718,275
17,211,400
16,678,650
16,118,650
15,530,025
14,911,275
14,260,775
13,576,900
12,857,900
12,102,025
11,307,400
10,472,025

9,570,613

8,598,575

7,574,169

6,494,506

5,402,431

4,299,781

3,142,538

1,927,919

652,981

$

6,854,493
20,810,900
27,601,775
27,599,650
27,604,150
27,599,400
27,594,650
27,598,650
27,595,275
27,603,275
27,601,400
27,598,650
27,598,650
27,595,025
27,596,275
27,595,775
27,596,900
27,597,900
27,597,025
27,597,400
27,597,025
27,600,613
27,598,575
27,599,169
27,599,506
27,602,431
27,594,781
27,597,538
27,592,919
27,597,981

Total Debt

Setrvice
$ 73,517,738
77,841,188
84,530,006
98,311,069
104,909,375
94,930,263
100,258,494
89,536,525
89,497,900
89,475,025
89,458,025
89,432,400
89,408,525
89,376,525
89,341,400
89,302,775
89,269,775
89,226,400
89,196,150
89,157,150
89,117,525
89,074,900
89,026,650
88,981,488
69,209,075
69,176,419
45,198,631
45,194,556
44994156
27,597,538
27,592,919
27,597,981

$ 1,708,320,788

$§ 416,060,000 § 384,357,756 § 800,417,756

$ 2,508,738,543

(1) Interestis shown net of capitalized interest.
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THE AIRPORT SYSTEM

The Airport primarily serves origin and destination (“O&D”) passengers. It is estimated that O&D passengers accounted
for approximately 95% of enplaned passengers in the City’s fiscal year ended September 30, 2021and the remaining 5%
were connecting passengers. Approximately 99% of enplaned passengers in fiscal year 2021 were domestic passengers
who live in or who were visiting the Airport System’s five-county service area and approximately 1% were international
passengers. See “AIRPORT SERVICE REGION” and “AIRPORT ACTIVITY” in this document.

Airport Facilities

The Airport System is comprised of airport, heliport and aviation facilities or any interest therein owned, operated or
controlled in whole or in part by the City and, as defined in the Revenue Bond Ordinances, includes Austin-Bergstrom
International Airport (“ABIA” or the “Airport”), but expressly excludes any heliport or heliports operated by City
departments other than the Department of Aviation and also excludes the Mueller Airport Property and the Austin
consolidated rental car facility, which was constructed by the City with proceeds of special facility revenue bonds. ABIA
is classified by the FAA as a medium hub airport and according to Airports Council International, ABIA is the 36th largest
airport in the United States based on total passengers in calendar year 2020. During the twelve month period ended
September 30, 2021 (the most recent data available), the Airport ranked as the 26th busiest domestic O&D airport in the
United States, according to U.S. Department of Transportation (“DOT”) data.

ABIA opened in 1999 at the site of the former Bergstrom Air Force Base, replacing Robert Mueller Municipal Airport.
The 700-acre Mueller Airport site, approximately three miles from downtown Austin, has been redeveloped as a mixed-
use urban community by the City under a public-private partnership agreement. The Mueller Airport property has no
aviation facilities and is not part of the Airport System.

ABIA occupies a 4,242-acre site approximately eight miles southeast of downtown Austin. Airport access is provided by
Texas State Highway 71 (SH 71), a six-lane divided highway running east-west, and U.S. Highway 183 (US 183), a six-lane
divided highway running north-south. SH 71 provides access to Interstate Highway 35 (I-35) approximately six miles to
the west.

The Airport’s two parallel north-south runways, designated 171.-35R and 17R-35L, are 9,000 feet and 12,250 feet long,
respectively, 150 feet wide, and capable of accommodating all aircraft now in commercial service. The runways are
separated by 6,700 feet, allowing their use for the simultaneous atrival of aircraft in virtually all weather conditions.

The Terminal is 964,000 square feet and contains four levels and 34 terminal gates.

Level 1, the baggage claim level, provides 149,000 square feet of space for baggage claim devices, lobby, and
support facilities. The baggage claim level accommodates a 33,000-square-foot CBP facility for the processing
of arriving international passengers.

Level 2, the apron level, provides 321,000 squate feet of space for inbound and outbound baggage handling
equipment and facilities, airline operations space, and other non-public areas. The apron level also provides a
passenger holdroom for the ground-level loading of regional airline aircraft (Gate 13). The aircraft parking apron
adjacent to the terminal provides approximately 96 acres for aircraft parking at the 34 terminal gates, as well as
“remain overnight” parking positions.

Level 3, the concourse level, provides 393,000 square feet of space for airline check-in counters with lobby and
queuing areas, airline offices, public circulation areas, passenger security screening facilities, concessions,
passenger holdrooms, restrooms, and supporting facilities. The concourse provides 33 loading bridge-equipped
aircraft parking positions (gates) capable of accommodating up to B-757-size aircraft in domestic setvice, one
loading bridge-equipped gate (Gate 2) capable of accommodating widebody aircraft in international service and
providing access to the CBP facility and to Gate 1 at the apron level.

Level 4, the mezzanine level, provides 94,000 square feet of space for Department of Aviation and other offices

and for airline club rooms. Above the mezzanine level is a 7,000-square-foot penthouse level with mechanical
rooms.
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As described below in this document, the Airport also includes a second passenger terminal. The 30,000 square-foot South
Terminal opened in April 2017. In March 2016, the City entered into a South Terminal concession and lease agreement
with the parent company of LoneStar Airport Holdings, LLC for an initial 30-year term to redevelop and operate the
South Terminal, as more fully described below. The South Terminal includes three aircraft gates, ticketing and check-in
areas, a central passenger hold room, a TSA checkpoint, a baggage screening area, a baggage claim area, a food court and
other passenger amenities. See “AIRPORT REVENUES AND AGREEMENTS — South Terminal Arrangements”
below in this document.

Approximately 18,140 parking spaces are provided on Airport property in the three-level parking Red Garage adjacent to
the Terminal, a new Blue Garage, and in surface lots served by shuttle buses. The combined parking garages provide
approximately 9,000 spaces for long-term, short-term, and valet public parking. The first level of the Red Garage is at the
same level as the arrivals roadway and baggage claim level of the terminal. The third level of the Red Garage is at the same
level as the departures roadway and concourse level of the terminal. The Blue Garage is adjacent to the CONRAC and the
Red Garage and provides walking access to the Terminal via a walkway at the same level as the departures roadway.

The CONRAC garage provides 3,200 rental car spaces. The CONRAC garage was financed with the proceeds of Special
Facilities Bonds payable primarily from customer facility charges (“CFCs”), and parking garage rental fees and concession
fees. See “OUTSTANDING REVENUE BONDS, SPECIAL FACILITIES BONDS AND SUBORDINATE
OBLIGATIONS — Special Facilities Bonds” above in this document and “AIRPORT REVENUES AND
AGREEMENTS — Rental Car Company Agreements” below in this document.

Other facilities at the Airport include air cargo and general aviation facilities and facilities for Texas Department of
Transportation flight services, Texas Air National Guard, an FAA terminal radar approach control facility, aviation support
facilities (including fuel storage, maintenance, in-flight catering services and Department of Aviation operations,
maintenance and engineering facilities), and non-aeronautical facilities.

AIRPORT MANAGEMENT

The Department of Aviation is a department within the City. See “THE CITY” in this document. The operations of the
Department of Aviation are managed by the Executive Director of Aviation who is appointed by the City Manager. The
Executive Director of Aviation sets rates and charges for the Airport. Biographical information concerning the Executive
Director of Aviation and other key employees of the Department of Aviation is provided below.

Jacqueline Yaft, Director of the Department of Aviation. Ms. Yaft is responsible for the City’s Department of Aviation. She has
over 20 years of experience at some of the largest hub airports in the U.S., including the Los Angeles World Airports,
Denver International Airport, and JFK International Airport. She has served in executive positions within operations
management, airport safety and security compliance, and master plan implementation. At Los Angeles World Airports,
she served as the Deputy Executive Director of Operations and Emergency Management and she led airport operations
throughout a series of major infrastructure projects at Los Angeles International Airport. She received a Bachelor of
Science degree in Aviation Management from Metropolitan State College of Denver and a Master of Business
Administration degree from Embry-Riddle Aeronautical University. She is accredited as an International Airport
Professional through the Global ACI-ICAO Airport Management Professional Accreditation Program.

Tracy Thompson, Esq., Airport Chief Officer, Administrative and External Affairs. Ms. Thompson is a licensed attorney in Texas
and has more than 30 years of experience in airport management, airline management, and airport/aviation/ transportation
consulting practices. Prior to her position at ABIA, she held senior management and executive positions at American
Airlines, Dallas Fort Worth International Airport, and Jacobs/LeighFisher. She has broad experience and expertise in the
overall airport business management and revenue generation programs for airport operators. These programs include
strategic business, financial and operating plans, aitline affairs, regulatory and external stakeholder engagement and
compliance matters, strategies for and negotiation of complex business initiatives. She also has coordinated major capital
development programs, new airport commercial revenue initiatives, and airport programs related to internal business best
practices and compliance. She earned B.B.A and ].D. degrees from Southern Methodist University and is a Certified
Member of the American Association of Airport Executives.

Jamy Kazanoff, Assistant Director, Aviation Business Development & Customer Relations. Ms. Kazanoff is responsible for air service
development for ABIA. She oversees the air setvice development and retention function and serves as the point of contact
with Austin-area businesses and tourism stakeholder groups. She has been employed by the City’s Department of Aviation
for 28 years. Ms. Kazanoff has over 30 years of marketing and business development experience, serving in account
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executive positions with advertising agencies in the private sector. She is actively involved in ACI’s International Air
Service Committee, serving as Chairwoman in 2016. She is also active in ACI’s Marketing and Communications Program,
and a former Chairwoman for the group; the Austin Airport Task Force; and Austin Global Business Travel
Association. She is a graduate of the University of Texas at Austin with a Bachelor of Journalism degree, Public Relations.

Brian 1.. Long, P.E., Airport Deputy Chief — Infrastructure. Mr. Long is responsible for leading the capital infrastructure
management and delivery team and the asset management, purchasing and warehouse teams within the Development
Program Area. He joined the City in May 2009 with Austin Water, the City’s water and wastewater utility, before becoming
the City’s Capital Project Systems Officer in 2017, which led to his current position with ABIA at the beginning of 2020.
His experience includes capital improvement program (CIP) management, business intelligence system integration, utility
infrastructure engineering, asset management, GIS development, computer modeling, systems planning, infrastructure
management, finance, and engineering & construction project, program and portfolio management. Prior to joining the
City, he worked for the City of Houston, Lockwood, Andrews & Newnam, Inc., TxDOT, and other consulting firms. He
earned his Bachelor of Science in Civil Engineering from the University of Texas at Austin and holds a Professional
Engineer license.

Mukesh (Mookie) Patel, Chief Officer, Business and Finance. Mx. Patel has 27 years of airport, airline and consulting experience.
He began his career at Kansas City International Airport as a property manager. His past experience includes capital
program budget management for construction of Terminal 1 at JFK and International Terminal Building at SFO. He spent
five years as an Airport Planner and Technology consultant and a decade working for Alaska Aitlines in Seattle as a
Corporate Real Estate/Airport Affairs Manager. Mr. Patel also spent time at Denver International Airport as the Senior
Vice President for Airline and Commercial Affairs and is credited with driving the substantial airport gate expansion
project business plan and administering the early operations of a new Westin Hotel. He also provided staff augmentation
services to Alaska Airlines during the Alaska/Virgin metrger on real estate transaction matters and prior to joining AUS
was the Chief Aviation Administration Officer for the City of San Antonio Aviation Department. He is a Certified
Member of the American Association of Airport Executives, a Certified Private Pilot and a graduate from Oklahoma State
University with a BS in Aviation Management.

Rajeev Thomas, Deputy Chief - Finance. Mr. Thomas joined ABIA in 2017 and currently oversees the organization’s financial
short-term and long-term planning, development and monitoring of operating and capital budgets, accounting, securing
funding, airline rate-setting and the airport’s relationships with lending institutions, bondholders, and financial institutions.
Prior to joining ABIA, he was a Finance Director with Charter Communications (Time Warner), Assistant Controller with
a Instinet Corporation subsidiary and Motorola. He holds a Bachelor’s degree in Finance from University of Illinois,
Chicago and has 28 years of financial experience.

Shane Harbinson, Assistant Director, Planning & Engineering. Mr. Harbinson is responsible for Airport planning, development
and environmental services. Mr. Harbinson has served in airport positions at Minneapolis St. Paul International Airport
and Midland International Airport in Midland, Texas before joining the City in 1999. Since coming to the City, he has
served as Operations Coordinator, Noise Abatement Officer, Airport Planner, Manager of Airport Operations, Assistant
Director of Operations and Security, and now Assistant Director of Planning & Engineering. He is a graduate of Saint
Cloud State University, Saint Cloud, Minnesota, with a Bachelor of Science in Aviation. He is active in the American
Association of Airport Executives and Airport’s Council International.

Ghizlane Badawi, Chief Operating Officer, Airport Operations. Mrs. Badawi is responsible for Airport operations, security,
maintenance, and guest services. She has been employed by the City’s Department of Aviation for over thirteen years,
serving as Internal Auditor, Business Process Consultant Senior, Chief Administrative Officer, Deputy Chief Operating
Officer and Assistant Director. Mrs. Badawi’s previous work experience includes banking, insurance, auditing, consulting,
information technology, sales, and customer service. She is an active member of the AAAE, ACI and Risk and Insurance
Management Society (“RIMS”). She has a Bachelor of Business Administration and a Master of Business
Administration. She has earned Aviation Safety and Security Certification from the Viterbi School of Engineering,
University of Southern California, is a Certified Internal Controls Auditor, and has earned RIMS’ certification as a Certified
Risk Management Professional.

Jill Goodman, Deputy Chief - Strategy & Innovation. Ms. Goodman is responsible for strategic planning, performance reporting,
video services, and innovation management. In addition to management consulting, her professional experience spans
three municipalities with roles in the offices of the Mayor, City Manager, Financial Services, Performance Management,
Corporate Communications & Public Information, and Aviation. Ms. Goodman holds a journalism degree from Grand
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Canyon University and an MBA from Concordia University-Texas. She is formally trained in modern design thinking and
lean methods, and is 2 member of the XCHANGE facilitators network.

Kevin Russell, Deputy Chief — Talent. Mz. Russell joined ABIA in February 2022 and is currently responsible for talent
acquisition, performance management, human resoutces, and safety. Immediately prior to joining ABIA, he was the
Quality Assurance Manager in the Human Resources Department for the City of Austin, prior to that he was the Director
of Human Resources for the City of Georgetown. He holds a Bachelor’s degree in Microbiology from the University of
Texas, Austin with minor in Psychology. He has worked on a Master’s degree in Public Administration with specialty in
Human Resources and is a Certified Mediator. He has 25+ years of human resources experience.

AIRPORT SERVICE REGION
Primary Service Region

The Airport’s primary service region is the 4,220-square-mile, 5-county Austin-Round Rock-Georgetown Metropolitan
Statistical Area (the “MSA”). According to the U.S. Department of Commerce, Bureau of the Census, the population of
the MSA as of 2020 was 2,283,000. The Airport is primarily an O&D airport; approximately 95% of enplaned passengers
(passengers boarding) at the Airport originated their air travel at the Airport and approximately 5% connected between
flights during the City’s fiscal year 2021. Approximately 53% of enplaned passengers live in the Airport’s primary service
region, and approximately 47% are visiting the service area. In general, the population and economy of an airport’s service
region are the primary determinants of passenger and cargo traffic through an O&D airport.

Nearby Airports

The Airport’s secondary service region is defined by the location of (and airline service provided at) the nearest commercial
service airports. The nearest airports classified as large or medium hub airports by the FAA are those serving San Antonio
(a medium hub airport approximately 80 road miles to the southwest of the Airport), Houston (approximately 160
road miles to the east served by Houston Bush Intercontinental, a large hub, and Houston Hobby, a medium hub) and
Dallas-Fort Worth (approximately 220 road miles to the north served by DFW International, a large hub, and Dallas Love
Field, a medium hub).

[Remainder of this page is intentionally left blank.]
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AIRPORT ACTIVITY

Passenger enplanements for fiscal year 2020 were adversely impacted by the COVID pandemic, consistent with impacts on
air travel throughout the United States. See “INTRODUCTION — COVID-19 Pandemic” in this document. Table 1
summarizes growth in the numbers of passenger enplanements at the Airport and the growth in enplanements per
departures between the Airport’s fiscal years 2012 and 2021. As shown in Table 1, passenger enplanements in fiscal year
2021 increased by 10.3% as compared to enplanements in 2020.

Table 1
Historical Aitline Traffic
Austin-Bergstrom International Airport
(For Fiscal Years Ended September 30)

Annual Alrcraft

Percent Departures* Passengers
Fiscal Enplaned Increase  Passenger Departures  Cargo Depattures  Enplaned per
Y ear Passengers (Decrease)  Annual Daily Annual Daily Departure
2012 4,662,738 3.0 48,372 133 2,915 8 91
2013 4,928,979 5.7 50,554 139 2,841 8 92
2014 5,275,464 7.0 51,877 142 2,866 8 96
2015 5,792,387 9.8 55,557 152 2,875 8 99
2016 6,180,464 6.7 56,349 154 2,936 8 104
2017 6,729,108 8.9 58,503 160 3,065 8 109
2018 7,739,811 15.0 65,000 178 3,067 8 119
2019 8,464,615 9.4 68,197 187 3,050 8 124
2020 4,723,544 (44.2) 46,830 128 3,246 9 101
2021 5,207,769 10.3 49,277 135 3,744 10 106

Note: Calculated percentages may not match those shown because of rounding.

*The format of the table has been changed from prior years to show the passenger and cargo aircraft departures
separately. Due to the format change, starting in fiscal year 2018, passengers enplaned per departure is now calculated
based on passenger departures only.

[Remainder of this page is intentionally left blank.]
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Table 2 presents, as of April 14, 2022, the U.S. and foreign-flag airlines providing scheduled passenger service, charter
passenger service and all-cargo service at the Airport.

Table 2
List of Airlines

Passenger Airlines All-Cargo Airlines
Aerovias de Mexico ABX Air
Air Canada Air Transport International
Alaska Airlines Amerijet International Airlines
Allegiant Air (South Terminal) Antonov Airlines
American Aitlines Atlas Air
British Airways<1) Baron Aviation
Concesionaria Vuela Compafia de Aviacion® CargolLogicAir Ltd.
Delta Airlines EVA Airways CORP
Deutsche Lufthansa AG" Federal Express
Emirates Airlines'” Kalita Air'”
Frontier Airlines (South Terminal) Kalita Charters
Global Crossing Airlines” Mountain Air Cargo
Hawaiian Airlines Qatar Cargo
JetBlue Southern Air'”
JSX Airline (Signature FBO) @ Sun Country Airlines
Krm® Turkish Airlines
Qatar Airways(z) United Parcel Services
Southwest Aitlines Volga-Dnepr Aitlines, LLC

Spirit Airlines

Sun Country Airlines

Swift Air

Taos Air (Signature FBO)™"
TUI Airways(l)

United Aitlines

Virgin Atlantic®

Note: Listed above are airlines with OAG scheduled, chartered or diversion operations with in the past year at the Airport
or are scheduled to begin service within the next four months. Other charter operators may conduct operations at the
Airport but not be included on the list above.
Source: City of Austin, Department of Aviation records.

(1) Service began in fiscal year 2022.

(2) Service was discontinued in fiscal year 2022.

(3) Setvice resumed in April 2022.

(4) Setvice resumed in Match 2022.

(5) Service commencing in May 2022.
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Table 3 presents the aitlines’ shares of enplaned passengers for fiscal years 2012-2021.

Table 3
Airline Market Shares
Austin-Bergstrom International Airport
(For Fiscal Years Ended September 30)

Share of enplaned passengers

Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal

Year Year Year Year Year Year Year Year Year Year
Airline 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Southwest 378 % 39.0 % 38.1 % 36.6 % 384 % 37.7 % 357 % 34.6 % 337 % 341 %
Amerian 20.2 18.9 18.1 17.3 20.5 19.3 17.9 18.0 19.3 221
United 1.8 4.9 16.5 16.8 15.7 16.1 15.2 14.5 13.4 12.4
Delta 11.8 12.1 12.2 12.1 12.0 12.5 13.2 13.4 13.0 13.6
Spirit Airlines - - - - - - - 32 6.0 4.9
Frontier™ 2.3 1.7 1.8 2.8 2.5 33 6.4 55 42 2.0
Alaska Airlines 12 1.1 1.1 12 1.7 1.9 32 3.6 4.0 5.1
Jet Blue 6.2 0.4 5.6 4.8 4.5 4.4 38 33 32 3.6
Allegiant Air - - 0.6 1.0 13 1.8 1.9 1.2 1.1 1.6
British Airways - - 0.7 1.0 1.0 0.9 1.0 1.1 0.8 -
Deutsche Lufthansa - - - - - - - 0.2 0.4 -
Air Canada - - - 0.1 0.3 0.3 0.3 0.4 0.3 -
Aero Mexico™ - - - - - 0.2 0.3 0.3 0.3 0.1
Sun Country - - - - 0.1 0.2 0.2 0.2
Hawaiian Aitlines - - - - - - - - - 0.3
Norwegian Air UK - - - - - - 0.3 0.4 0.1 -
WestJet - - - - - - - 0.1 - -
Virgin America - 0.3 0.9 1.8 1.6 1.2 0.3 - - -
Condor Aitlines - - - - 0.1 0.1 0.1 - - -
VIA Aitlines - - - - - - 0.1 0.1 - -
Concesionaria Vuela Compania - - - - - - 0.1 - - -
Volaris - - - - - 0.1 - - - -
US Airways'® 0.1 12 4.4 4.5 0.3 - - - - -
Transportes Aeromar - - 0.1 - - - - - - -
Continental® 8.1 2.6 - - - - - - - -

89.5 % 882 % 100.0 %  100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0%
Commuters® 10.5 11.8 - - - - - - - -
100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 %

*Airlines enplaning less than 0.1% of passengers not listed.
(a)  Frontier declared bankruptcy in April 08; includes enplaned passengers both pre- and post-bankruptcy.
(b) Formerly America West; name change occutred during FY2007.
(¢)  Aero Mexico discontinued service during FY2008; resumed service during FY2016; declared bankruptcy in June 2020. Includes enplaned
passengers both pre- and post-bankruptcy.
(d) Continental merged with United during FY2013.
(e)  Prior to FY 2014, affiliates for Delta, United Aitlines and US Airways were listed separately. Currently they are included with the mainline
airlines.
Source: City of Austin, Department of Aviation records.

[The remainder of this page is intentionally left blank.]
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Table 4 presents historical aircraft operations (landings and takeoffs) for fiscal years 2012 — 2021.

Table 4
Historical Aircraft Operations
Austin-Bergstrom International Airport
(For Fiscal Years Ended September 30)

Fiscal Air Air Taxi/  General Total Annual Increase /
Year Cartier ~ Commuter Aviation Military Operations (Decrease)
2012 96,823 15,962 50,867 5,828 169,480 -5.9%
2013 101,006 16,979 52,582 6,698 177,265 4.6%
2014 103,710 17,289 51,231 6,994 179,224 1.1%
2015 112,079 15,830 54,401 7,771 190,081 6.1%
2016 114,150 16,194 51,231 10,435 192,010 1.0%
2017 120,242 15,181 52,709 9,830 197,962 3.1%
2018 132,334 17,198 48,742 9,774 208,048 5.1%
2019 139,470 16,296 43,820 8,697 208,283 0.1%
2020 97,567 13,909 36,444 4,916 152,836 -26.6%
2021 103,516 19,200 41,820 5,357 169,893 11.2%

Note: Calculated percentages may not match those shown because of rounding.
Source: City of Austin, Department of Aviation records.

Table 5 presents historical aircraft landed weight (expressed in 1,000-pound units) for fiscal years 2012 — 2021. Landed
weight, which is used to calculate landing fees, is recorded according to the aircraft’s certificated maximum gross landing
weight, as determined by the FAA. Changes in landed weight affect the landing fee rates but under the airline agreements
described below, increased landed weight does not increase landing fee revenue to the Airport but instead reduces the
landing fee rate for the airlines. See “AIRLINE REVENUES AND AGREEMENTS — Passenger and Cargo Aitline
Agreements” below in this document.

Table 5
Historical Aircraft Landed Weight
Austin-Bergstrom International Airport
(For Fiscal Years Ended September 30)
(in 1,000-pound units)

All- Percent
Fiscal ~ Passenger Cargo Increase
Year Airlines Aitlines Total (Decrease)
2012 5,394,633 420,904 5,815,537 1.0
2013 5,688,131 434,382 6,122,513 53
2014 5,958,437 433,629 6,392,066 4.4
2015 6,598,882 491,756 7,090,637 10.9
2016 6,940,667 481,109 7,421,776 4.7
2017 7,573,274 542,980 8,116,254 9.4
2018 8,756,890 528,280 9,285,170 14.4
2019 9,357,801 541,043 9,898,844 6.6
2020 6,437,026 577,166 7,014,192 (29.1)
2021 6,541,321 654,067 7,195,388 2.6

Note:  Calculated percentages may not match those shown because of rounding.
Source: City of Austin, Department of Aviation records.
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AIRPORT REVENUES AND AGREEMENTS

As described below, in fiscal year 2021, approximately 51% of Airport revenues was derived from the Airport’s agreements
with the airlines for use by the aitlines of the Airfield Area and for their use of exclusive, preferential and shared use space
in the Terminal and aircraft loading positions on the Terminal apron. The Airfield Area, as defined in these agreements,
includes the runways, taxiways and facilities at the Airport for the purpose of controlling and assisting arrivals, departures
and operations of aircraft using the Airport. In general, rate-setting at the Airport for use of the Airfield Area is “residual”
(the airlines have primary responsibility and risk for costs (including allocated debt service and coverage) and expenses
and the benefit from non-airline revenues attributed to the Airfield Area). The Terminal and other non-Airfield Area parts
of the Airport are “compensatory” (the City has the responsibility and risk) in connection with revenues and costs and
expenses.

Passenger and Cargo Airline Agreements

As of the date of this document, there are seven aitlines (the “Signatory Airlines”) which have executed a Use and Lease
Agreement (collectively, the “Use and Lease Agreements”) with the City. The Use and Lease Agreements with five of the
Signatory Aitlines (American Aitlines, Inc., Delta Aitlines, Southwest Aitlines, JetBlue, and United Aitlines) have original
expiration dates of September 30, 2021, but have been extended through September 30, 2022, pursuant to the first of two
optional one-year period extension terms. Alaska Airlines and Spirit Airlines each executed Use and Lease Agreements
with the City and became Signatory Aitlines effective October 1, 2021. The expiration date of the Alaska Airlines and
Spirit Airlines Use and Lease Agreements is September 30, 2022 and contains an optional one-year period extension term.
Collectively, the Signatory Airlines account for approximately 95% of enplaned passengers at the Airport in fiscal year
2021.

The City may elect to extend the Use and Lease Agreements from September 30, 2022 through September 30, 2023, if, as
of June 30, 2022, the City receives individual written notifications from greater than 50% in number of the seven total
Signatory Airlines requesting to extend the Use and Lease Agreements through September 30, 2023. The City anticipates
receiving by June 30, 2022 the necessary number of individual written notifications to effect the extension of the Use and
Lease Agreements through September 30, 2023. The Airport and the Signatory Aitlines have commenced discussions
regarding new Use and Lease Agreements to be effective October 1, 2023. If the City does not receive the necessary
number of individual written notifications to effect the extensions of the Use and Lease Agreements through September
30, 2023 or, if the Use and Lease Agreements are extended but the new Use and Lease Agreements are not negotiated to
be effective by October 1, 2023, the City has the ability to set rates and charges to generate revenues sufficient to meet its
covenants in the Revenue Bond Ordinances.

All-cargo carriers and other passenger airlines that serve the Airport (“Non-Signatory Airlines”) operate under Airline Use
and Operating Agreements (the “Operating Agreements”) that, with scheduled service, provide for use of the Airfield
Area and the Terminal at the same rates as in the Use and Lease Agreements. An airline without a Use and Lease Agreement
or Operating Agreement that lands at the Airport is charged a premium landing fee of twice the agreement rate.

Landing Fees

Landing fees for use of the Airfield Area are payable monthly and are calculated by multiplying the then-current landing
fee rate by the total number of thousand pound units of the maximum gross landing weight of the Aitline’s aircraft making
fee landings at the Airport during the prior month. Landing fee rates are calculated (A) by adding (i) direct and indirect
operations and maintenance costs allocable to the Airfield Area; (ii) annual amortization charges attributed to the Airfield
Area; (iii) debt service attributed to the Airfield Area on Revenue Bonds (net of PFCs) and on City general obligation
bonds issued for the Airport, and 25% coverage of Revenue Bonds attributed to the Airfield Area; and (iv) the Airfield
Area’s prorated share of any fund deposits required by the Revenue Bond Ordinances; and (B) by subtracting fuel flowage
fees paid separately by the aitlines. The total requirement for the Airfield Area is then divided by the total of the Signatory
Airlines” and Non-Signatory Airlines’ forecast landed weights. The agreements with the aitlines provide for a year-end
adjustment to landing fee charges to take into account actual total landed weight, including non-signatory carriers’ actual
landed weight).

Airline Terminal Rent and Other Charges

Terminal rents, aircraft parking fees and other charges for exclusive, preferential and shared use of the Terminal and the
Terminal apron and use of the CBP facility are calculated to take into account capital, operating, operating reserve and
debt service (net of PFCs), debt service coverage and amortization costs allocated to the aitline cost center and to Airline
use. In addition to space rentals and apron parking fees, airline Terminal fees and charges include fees to cover attributed
operating expenses and reserves for gate loading bridges and baggage makeup equipment.
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Terminal Concession and Other Non-Airline Business Agreements

Non-airline Terminal revenue, parking and ground transportation revenue and other non-airline space and use leases and
concession revenues at the Airport represented approximately 49% of the Airport’s operating revenue in fiscal year 2021.

Terminal Concession Agreements

The City has concession lease agreements with non-airline entities that operate, provide services or occupy space in the
Terminal. The City entered into twelve new concession agreements since the fiscal year (also referred to in this document
as “FY”) ending September 30, 2018, including agreements with prime concessionaires, with 10-year terms. Two
agreements began in the first half of FY18, five in the second half of FY19 and five more in the first half of FY20. The
new concession agreements provide for the payment of rent and for payment of concession fees equal to the greater of
(1) the minimum annual guaranteed (“MAG”) concession fee (generally, 85% of Concession Fees due for the immediately
preceding full Contract Year -or (2) specified percentages of annual gross receipts (net of taxes and other items) from sales
of different categories of products.

Due to the impacts of the Pandemic on the aviation industry, revenues from concessionaires and their ability to pay the
contractually required MAG per their concession agreements were severely impacted in the second half of FY20 and first
half of FY21. In an effort to assist with the financial impact, the Airport provided $6.24M in MAG relief to the
concessionaires in FY20 and $5.98M in FY21, including earmarked funds for concessionaires in the Coronavirus Response
and Relief Supplemental Appropriations Act (“CRRSAA”). The CRRSAA portion of the relief in Fiscal Year 2021 was
$1.8 million..

Garage and Parking Agreements

The City receives revenue from approximately 18,000 public parking spaces at the Airport, consisting of parking spaces in
Red Garage, the Blue Garage and surface lots, and also privilege fees from operators of approximately 6,400 off-site
parking spaces. The Terminal parking garage and surface parking lots and the valet and shuttle services are managed by
SP Plus Corporation pursuant to a five-year management contract that began in October 2016. The current contract is
under the first option year of three — twelve month extension periods. Under the management contract, the operator is
reimbursed for out-of-pocket expenses and receives a management fee. As noted below in Table 7, parking revenue is the
largest component of the Airport’s non-airline revenues.

In addition to the parking garage and lots managed for the City by SP Plus Corporation, the City and Scott Airport Parking
LLC entered into a 30-year public-private partnership arrangement for a multi-phased parking lot and pet hotel with a
total of approximately 2,100 spaces on 64 acres of Airport property. That arrangement requires the developer to pay
percentage rent of between 1% and 10% of parking revenue and the greater of a MAG or 1% to 10% of pet hotel gross
revenues.

Rental Car Company Agreements

The City has concession agreements with each of the nine on-site Airport car rental companies that operate at the
consolidated rental car facility (the “CONRAC”), and each of those nine companies is also a subtenant under the City’s
master lease agreement with Austin CONRAC LLC. In addition to responsibilities related to the City’s bonds for the
CONRAUG, the concession agreements provide for payments by the rental car companies to the City of privilege fees in
the amount of 10% of the rental car company’s gross receipts as defined in the concession agreement (or if greater, a
Minimum Annual Guaranteed Concession Fee (“MAG”) equal to 85% of the concession fee due for the immediately
preceding concession agreement year) for the privilege of operating at the Airport and also require payments of ground
rental fees for storage and maintenance facilities.

As described above, the rental car companies also agree to collect CFCs from all rental car customers, and to hold in trust
and pay the CFCs to the trustee for the Special Facilities Bonds and to make lease and other payments in connection with
the Master Lease and financing of the Special Facilities Bonds.

Two concessionaires and lessees at the Austin CONRAC facility at the Airport filed for Chapter 11 bankruptcy protection
in May 2020. The Hertz Corporation, which filed on May 22, 2020, operates the Hertz Car Rental, Dollar Car Rental, and
Thrifty Car Rental franchises at the Airport. As of February 8, 2021, The Hertz Corporation assumed all its concession
agreements and subleases and has since cured all pre- and post petition obligations. Advantage Holdco Inc., which filed
on May 26, 2020, operated the Advantage Rent a Car and E-Z Rent a Car franchises at the Airport. The City is a creditor
in the proceeding, and estimates its pre-petition claim to be $44,438 and post-petition claim to be $18,235. Advantage
rejected both concession agreements and subleases and ceased operations at the Airport on June 30, 2020, making it
unlikely that its obligation to the City will be fully recovered. The failure to receive the fees addressed in Advantage Holdco
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Inc.’s pre-petition claim by the City is not expected to impact the City’s ability to repay obligations payable from the fees
pledged to their payment. The City also collects privilege fees from off-Airport rental car companies in the amount of 10%
of the companies’ gross receipts as defined in the concession agreement (or if greater, a MAG equal to 85% of the
concession fee due for the immediately preceding concession agreement year) for operating at the Airport.

The Pandemic greatly impacted the rental car company revenues and their ability to pay the contractually-required MAG
per their respective concession agreements in the second half of FY20 and first half of FY21. In an effort to mitigate the
financial impact of the Pandemic, the Airport provided $2.34M in MAG relief to rental car concessionaires in FY20 and
$666K in FY21, including concessionaire relief funds from CRRSAA. Currently for all concessionaires, the MAG’s are
applicable and are in effect.

Ground Transportation

The City charges permit and access or trip fees for use of Airport and Terminal access roadways by taxis, shuttles, limousine
services, charter service vehicles and transportation network companies.

General Aviation Agreements

The City has entered into 30-year leases with three fixed-base operators (“FBOs”) for the operation and management of
general aviation hangar facilities and taxiways at the Airport. The City receives ground rent, which may be increased
annually if the CPI increases, and also a fee for each gallon of fuel delivered to the FBO facility (“fuel flowage fees”).

South Terminal Arrangements

In March 2016, the City entered into a 30-year Lease and Concession Agreement (the “South Terminal Agreement”) with
the parent company of LoneStar Airport Holdings LLC (the “Concessionaire”) to outsource the rehabilitation,
development and operation of the South Terminal as a Limited Service Terminal, a terminal that is constructed and
operated with fewer operational amenities (such as gates without passenger loading bridges) and that will support a lower
cost structure. The South Terminal opened in April 2017.

Allegiant Air and Fronteir Airlines relocated their operations from the Barbara Jordan Terminal to the South Terminal in
April 2017 and November 2018, respectively, which freed up gate space at the Barbara Jordan Terminal and allowed the
two carriers to reduce their operating costs and potentially increase services at the Airport. As of January 2022, these two
air carriers were scheduled to operate approximately 42 weekly departures.

In addition to completing and operating the South Terminal, the Concessionaire has agreed to pay to the City rent equal
to the greater of (1) $300,000 per year, increased by any increases in the CPI (“fixed rent”) or (2) variable rent equal to a
percentage of annual lease year gross revenues, as defined in the South Terminal Agreement, based upon the number of
originating enplaned passengers enplaning at the South Terminal during the lease year. The percentage for the calculation
of variable rent ranges from 0% of gross revenue for up to 399,000 enplaned passengers to 20% of gross revenue for more
than 1,299,999 enplaned passengers. In fiscal year 2021, there were 185,819 enplaned passengers at the South Terminal,
resulting in the City receiving $315,207 in rental payments.

The South Terminal Agreement requires the Concessionaire to prepare an FAA-compliant leasing program and permits
the Concessionaire to determine and to charge various fees to air carriers using the South Terminal and for aircraft parking,
to provide fee incentives and in lieu of permitting rental car companies to enter into separate agreements with the
Concessionaire, provides for City to share rental car revenue (not including CFCs) based upon the number of enplaned
passengers at the South Terminal. The revenue sharing amounts (which are to be treated as “gross revenue” when
calculating variable rent) are to be payable monthly.

To implement certain futute projects consistent with the Airport Expansion and Development Program (“AEDP”) for
the Airport, terminating the leasehold interest reflected in the South Terminal Agreement and demolishing the South
Terminal will be necessary. The optimization plans undertaken as part of the projects being financed with a portion of the
proceeds of the Bonds will allow the aitlines currently operating out of the South Terminal to be accommodated at the
Batbara Jordan Terminal. See “DESCRIPTION OF THE 2022-2028 PROJECT” in this document. On July 13, 2021,
the Department of Aviation sent a memorandum (the “July 13 Memorandum”) to the City Council providing an update
on the AEDP, which will require the closure and demolition of the South Terminal. The July 13 Memorandum provided
notice that the City intends to terminate existing leasehold interests in the South Terminal by July 2023, which date is
within two years of the date the July 13 Memorandum was sent to the City Council.
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On March 29, 2022, the City sent an initial offer letter to the Concessionaire relating to the value of the leasehold interest
held by the Concessionaire in the South Terminal, the first step in a process to facilitate the termination of the South
Terminal Agreement. On April 19, 2022, the City received a letter from the Concessionaire giving notice of a dispute
under the South Terminal Agreement and seeking a meeting to discuss alleged violations by the City of the South Terminal
Agreement. The City does not believe that it has violated the South Terminal Agreement and is evaluating its options
before responding to the April 19, 2022, letter from the Concessionaire, including exercising its rights expressly reserved
under the South Terminal Agreement to pursue eminent domain proceedings to condemn the South Terminal leasehold
interest.

The estimated costs of demolishing the South Terminal are included in the projected costs of the 2022-2028 Project
described in the Report of the Airport Consultant. The costs of terminating the South Terminal Agreement and acquiring
all property interests in the South Terminal (including the interests of the Concessionaire) are currently anticipated to be
funded from amounts available in the Capital Fund and other lawfully available sources of the Airport. A portion of such
costs may also be eligible to be funded from proceeds of the Bonds and Additional Revenue Bonds. Although the
termination of the South Terminal Agreement and the acquisition of the property interests in the South Terminal are
currently anticipated to be completed in sufficient time to avoid any delay in the AEDDP, a significant delay in such actions
could potentially cause a delay in the planned construction of the future midfield Concourse B terminal and related
improvements.  See “DESCRIPTION OF THE 2022-2028 PROJECT” and “CERTAIN INVESTMENT
CONSIDERATIONS — Delays and Cost Increases; Additional Indebtedness” in this document.

See “APPENDIX A — REPORT OF THE AIRPORT CONSULTANT — Attachment — Other Revenues — South
Terminal” for a description of assumptions made by LeighFisher (the “Airport Consultant”) regarding the South Terminal.

[Remainder of this page is intentionally left blank.]
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HISTORICAL FINANCIAL DATA

The City, as operator of the Airport System, currently accounts for its activities according to generally accepted accounting
principles through an enterprise fund. Table 6 represents the historical operating results of the Airport enterprise fund
for fiscal years 2017 through 2021 based on the audited financial statements of the City, as reported on by the City’s
independent auditors. The City’s audited financial statements for the fiscal year ended September 30, 2021 are included
as APPENDIX B in this document.

Table 6
Comparative Statements of Revenues, Expenses and Changes in Retained Earnings/Net Position
City of Austin, Texas
Airport Fund
(Fiscal Year Ended September 30)
(in thousands)

2017 2018 2019 2020 2021
Revenue
User fees and rental $§ 149333 § 167,284 $ 180,290 § 144,637 § 155,711
Operating revenues 149,333 167,284 180,290 144,637 155,711
Expenses
Operating expenses before depredation 102,885 118,126 131,754 136,824 121,776
Depredation and amoritzation 206,667 33,723 35,220 42,470 44,155
Total operating expenses 129,552 151,849 166,974 179,294 165,931
Operating income before nonoperating revenues
(expenses) and operating transfers 19,781 15,435 13,316 (34,657) (10,220)
Nonoperating revenues (expenses)
Interest and other revenues 3,907 7,542 14,296 8,435 -
Interest on revenue bonds and other debt (30,058) (33,318) (33,793) (40,209) (39,973)
Interest apitalized during construction 1,893 - - - -
Passenger fadlity charges 29,100 30,142 33,168 17,373 22,366
Cost (recovered) to be recovered in future years - - - - -
Other nonoperating expenses (1,859) (375 (2,035) 23,111 25,161
Total nonoperating revenues (expenses) 2,983 3,991 11,036 8,710 7,554
Income (loss) before contributions and transfers 22,764 19,426 24,352 (25,947) (2,666)
Capital contributions 14,751 7,593 13,453 8,778 8,272
Transfers in - - - - -
Transfers out (33) (182) (482) (24) (41)
Change in net position 37,482 26,837 37,323 (17,193) 5,565
Total net position, beginning 578,398 575280 O 602,117 639,440 622,247
Total net position, ending $ 615880 § 602,117 $ 639,440 § 0622247 § 627,812

(1)  As restated, due to the implementation of GASB Statement No. 75.

The information in the following table was derived from financial information maintained by the City’s Department of
Aviation, which was prepared according to generally accepted accounting principles. Table 7 presents the Airport revenue
detail for fiscal years 2017 through 2021. The City’s audited financial statements for the fiscal year ended September 30,
2021 are included as APPENDIX B in this document.
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Table 7
Airport Revenue Detail by Fiscal Year
(Fiscal Year Ended September 30)
(in thousands)

2017 2018 2019 2020 2021
Airline Revenue
Landing Fees $27,301 $28,302 $30,827 $29,023 $29,407
Terminal Rental & Other Fees 34,628 43,640 46,398 44,677 46,173
Total Aitline Revenue $61,929 $71,942 $77,226 $73,700 $75,580
Non-Aitline Revenue
Parking $40,542 $40,092 $41,138 $23,293 $27,724
Other Concessions 28,175 32,044 35,427 23,890 28,408
Other Rentals and Fees 18,687 23,206 26,499 23,753 23,999
Total Non-Aitline Revenue $87,404 $95,342  $103,064 $70,937 $80,130
Total Revenue $149,333  $167,284  $180,290  $144,637  $155,711

Source: City of Austin, Department of Aviation
Appendix A uses data calculated as per the Revenue Bond Otdinances, which may differ from amounts paid and/or
presented in the City’s Annual Comprehensive Financial Report (“ACFR”).

[The remainder of this page is intentionally left blank.]
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The information set forth in Table 8 was derived from financial information maintained by the City. The following table
presents the historical debt service coverage information for the Outstanding Revenue Bonds for fiscal years 2017 through
2021. The amounts shown in Table 8 were determined in conformity with the requirements of the Ordinance and the
Revenue Bond Ordinances. Pursuant to the terms of the Ordinance and the Revenue Bond Ordinances, “Gross
Revenues,” “Operation and Maintenance Expenses,” “Administrative Expenses” and certain other amounts specified
therein are not measured according to generally accepted accounting principles for purposes of the rate covenant and
other provisions of the Ordinance and the Revenue Bond Ordinances. See the definitions of such terms in “APPENDIX
C — SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE” in this document.

Table 8
Historical Debt Service Coverage
(Fiscal Year Ended September 30)
(in thousands)

2017 2018 2019 2020 2021
Gross Revenues $ 154,570  $ 176235 $ 191,166 $ 174257  $ 186,715
Other Available Funds 4,830 5,469 6,107 7,446 11,178

Funds Available to Pay Debt Service $ 159,400 $ 181,704 $ 197,273 $ 181,703 $ 197,893

Operating Expenses (94,139) (108,045) (118,610) (118,053) (101,963)
Net Available Revenue $ 65261 $ 73,659 § 78,663 $§ 063,650 $ 95930
Debt Service @ $ 19319 § 21,875 § 24429 § 29,783 $§ 44,710
Coverage 3.38 3.37 3.22 2.14 2.15

(1) Pursuant to the terms of the Ordinance and the Revenue Bond Otdinances, for purposes of showing compliance with the rate covenant and
meeting the conditions for the issuance of Additional Revenue Bonds, transfers of Other Available Funds to the Revenue Fund at the beginning
of any Fiscal Year may not exceed 25% of the Debt Service Requirements for the Revenue Bonds for such Fiscal Year.

(2 Amounts shown include "Operation and Maintenance Expenses" and "Administrative Expenses" (as such terms are defined in the Ordinance and
the Revenue Bond Otrdinances), and exclude depreciation and other unfunded postemployment benefits and pension obligation accruals. Pursuant
to the terms of the Ordinance and the Revenue Bond Ordinances, Administrative Expenses are included in the coverage calculations for the
purpose of determining compliance with the City's rate covenant, and Administrative Expenses are not included in the coverage calculations for
the purpose of issuing Additional Revenue Bonds.

(3) Amounts are net of PFCs used to pay debt service. See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS —
Use of Passenger Facility Charges” in this document.

Source: The City of Austin.
Historical Debt Service Coverage Information Contained in Audited Financial Statements

As described above, the amounts shown in Table 8 were determined in conformity with the requirements of the Ordinance
and the Revenue Bond Ordinances. The debt service coverage reported in Note 6.c. on page 79 and in Table 17 of the
statistical section of the audited financial statements include Other Available Funds as being 25% of the net debt service
on the Revenue Bonds, after deducting the amount of PFCs used to pay debt service. Pursuant to the terms of the
Ordinance and the Revenue Bond Ordinances, for purposes of showing compliance with the rate covenant and meeting
the conditions for the issuance of Additional Revenue Bonds, transfers of Other Available Funds to the Revenue Fund at
the beginning of any Fiscal Year may not exceed 25% of the Debt Service Requirements for the Revenue Bonds for such
Fiscal Year. See the definition of “Other Available Funds” in “APPENDIX C — SUMMARY OF CERTAIN
PROVISIONS OF THE ORDINANCE” and “SECURITY AND SOURCES OF REPAYMENT FOR THE
REVENUE BONDS — Use of Passenger Facility Charges” in this document.

Also see “APPENDIX B — AUDITED FINANCIAL STATEMENTS” in this document.

AIRLINE INFORMATION

Revenues of the Airport System may be affected by the ability of the airlines operating at ABIA, individually and
collectively, to meet their respective obligations. Many of the aitlines that serve the Airport (or their respective parent
corporations) are subject to the information reporting requirements of the United States Securities Exchange Act of 1934,
as amended, and in accordance therewith files reports and other information with the United States Securities and
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Exchange Commission (the “SEC”). Certain information, including financial information, as of particular dates
concerning each of the airlines operating at ABIA (or their respective parent corporations) is disclosed in certain reports
and statements filed with the SEC. Such reports and statements can be inspected in the Public Reference Room of the
SEC at 450 Fifth Street, N.W., Washington, D.C. 20659, and at the SEC’s regional offices at 219 South Dearborn Street,
Chicago, Illinois 60604; 26 Federal Plaza, New York, New York 10278; and 5757 Wilshire Boulevard, Suite 500 East, Los
Angeles, California 90036-3648 and copies of such reports and statements can be obtained from the Public Reference
Section of the SEC at the above address at prescribed rates. In addition, each airline operating at ABIA is required to file
periodic reports of financial and operating statistics with the United States Department of Transportation (the “U.S.
DOT?”). Such reports can be inspected at the following location: Office of Aviation Information Management, Data
Requirements and Public Reports Division, Research and Special Programs Administration, Department of
Transportation, 400 Seventh Street, S.W., Washington, D.C. 20590, and copies of such reports can be obtained from the
U.S. DOT at prescribed rates.

REGULATION

The City operates the Airport pursuant to an airport operating certificate issued annually by the FAA after an on-site
review. In addition to this operating certificate, the Airport is required to obtain, and/ot to comply with, other permits
and/or authorizations from the FAA and other regulatoty agencies and is bound by contractual agreements included as a
condition to receiving grants under the FAA’s grant programs. Federal law also governs certain aspects of rate-setting and
restricts grants of exclusive rights to conduct an aeronautical activity at an airport that receives or has received federal
grants and other property. All long-term facility planning is subject to the FAA’s approval; the Airport’s financial
statements are subject to periodic review by the FAA; the City’s use of Airport revenues and any revenue generated from
sales of aviation fuel are subject to review by the FAA; and the City’s use of PFC revenue and grant proceeds is also subject
to FAA approval, audit and review. The City also is required to comply with the provisions of the federal Aviation and
Transportation Security Act, other federal security statutes and the regulations of the Transportation Security
Administration (the “TSA”). Security is regulated by the FAA and the TSA.

Rates and Charges and Revenue Use; Federal Statutes

Federal statutes and FAA regulations require that an airport maintain a rate structure that is as self-sustaining as possible
and generally (with certain exceptions) limit the use of all revenue (including local taxes on aviation fuel and other airport-
related receipts) generated by an airport receiving federal financial assistance to purposes related to the airport. The Federal
Aviation Administration Authorization of 1994 as amended (the “FAA Act”) and the Airport and Airway Improvement
Act of 1982 (the “AAIA”) and regulations provide that for all airports, with certain exceptions, the use of airport revenue
(and taxes on aviation fuel) for purposes other than the capital or operating costs of the airport, the local airport system
or other local facilities owned or operated by the airport owner or operator and directly and substantially related to the air
transportation of passengers or property is unlawful revenue diversion and provide for monetary penalties and other
remedies in the event of violations.

The FAA Act, other federal statutes and FAA regulations also provide that, without air carrier approval, an airport may
not include in its rate base debt service allocable to projects not yet completed and in service. In addition, the FAA Act,
the AAIA and regulations include provisions addressing the requirements that aitline rates and charges set by airports
receiving federal assistance be “reasonable,” and the FAA Act authorize the U.S. Secretary of Transportation to review
rates and charges complaints brought by air catriers. During the pendency of a complaint, an airport is required to provide
a surety bond, letter of credit or other form of security to ensure that the disputed portion of the fee is reimbursed to air
carriers should the rates and charges be found to be unreasonable. To date, no rate complaints have been filed against the
Airport. The FAA Act excludes certain fees from the airport fee-challenge process, including fees imposed pursuant to a
written agreement with air carriers using airport facilities. It is the City’s understanding that so long as the Use and Lease
Agreements are in effect, under most circumstances the fee-challenge provisions of the FAA Act will not affect the airline
rates and charges set by the City.

Passenger Facility Charges

PFCs are fees collected from enplaned paying passengers to finance eligible, approved airport-related project costs, subject
to FAA regulation. Airport operators are required to apply to the FAA for approval before imposing or using PFCs. The
FAA has authorized the City to impose a PFC of $4.50 per paying enplaned passenger, the maximum allowable under
current law.

37



Case 1:22-cv-00770-RP Document 38-16 Filed 10/12/22 Page 48 of 330

PFCs are imposed by the City, collected by the airlines from paying passengers enplaning at the Airport and remitted to
the City (net of a handling fee, currently equal to $0.11 for each PFC collected). The annual amount of PFCs collected by
the City depends upon the number of passenger enplanements at the Airport and the timely remittance of PFCs by the
airlines. No assurance can be given that PFCs will actually be received in the amounts or at the times contemplated by the
City in its capital funding plans. In addition, the FAA may terminate or reduce the City’s authority to impose PFCs, subject
to informal and formal procedural safeguards, if the FAA determines that the City has violated certain provisions of federal
law or the PFC or other federal regulations, or if the FAA determines that PFC revenue is not being used for approved
PFC projects or that implementation of such projects did not begin within the time frames specified in the PFC statute or
the PFC regulations. Future PFC applications may be denied if the FAA determines that the City violated any of its federal
grant assurances or violated certain federal statutes and regulations applicable to airports. Amounts received or receivable
under the PFC program are also subject to audit and adjustment by the FAA. The City has never been found in violation
of or been notified by the FAA as being out of compliance with federal grant assurances or applicable federal statutes and
regulations. See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS — Use of Passenger
Facility Charges” and “Application of PFC Revenues” in APPENDIX A in this document.

The City has approval from the FAA to impose a PFC per eligible enplaned passenger at the Airport. The PFC was
imposed at $3.00 in 1995 and increased to $4.50 (the maximum allowable under current law) in 2004. The cumulative
amount of PFC approvals received by the City is $831,089,379. Through December 31, 2021, cumulative PFC revenues,
including investment earnings, totaled $454,831,398. Under FAA approvals received to date, the City is authorized to
impose the PFC through an estimated date of November 2034. The City has applied PFCs toward project costs on a pay-
as-you-go basis and has set aside and applied PFCs toward the following year’s PEC-eligible Airport System Revenue Bond
debt service, up to the maximum eligible amount. The City intends to continue such application of PFC revenues in
accordance with the covenant of the City contained in the Ordinance. See “SECURITY AND SOURCES OF
REPAYMENT FOR THE REVENUE BONDS — Use of Passenger Facility Charges” in this document. Provided below
is a table showing the City’s PFC revenues, including investment earnings, and the amount set aside for debt service on
Revenue Bonds in fiscal years 2015-2021 for the payment of debt service due on Revenue Bonds during the next
succeeding fiscal year.

Table 9
PFC Detail by Fiscal Year
Amount Set Aside and
Fiscal Applied Toward Debt
Year PFC Revenues” Service®®
2015 $22,487,714 $12,154,524
2016 24,399,643 11,915,324
2017 29,716,478 10,596,707
2018 31,499,633 17,751,536
2019 35,176,477 22,427,409
2020 18,776,099 23,239,282
2021 22,504,326 23,831,270

(1) This table uses data calculated as per the Revenue Bond Ordinances, which may differ from amounts paid and/or presented in the City’s
ACFR.

(2)  'The “Amount Set Aside and Applied Towatd Debt Service” is an amount budgeted in the prior fiscal year for the payment of projected Debt
Service in the ensuing Fiscal Year. At the conclusion of the following Fiscal Year, this number is updated to reflect the actual transfer to
Debt Service.

The proceeds of the PFCs are not part of the Net Revenues pledged by the City to the payment of Revenue
Bonds, including the Bonds. Pursuant to the terms of the Ordinance, PFCs are expressly excluded from the
definition of “Gross Revenues.” Consistent with the definition of “Debt Service Requirements” in the
Ordinance, debt service on Revenue Bonds for which PFCs have been appropriated and deposited into a
dedicated fund or account, the proceeds of which are required to be transferred into the Debt Service Fund or
directly to the Paying Agent/Registrar for such Revenue Bonds, is excluded from the calculation of Debt Setvice
Requirements. Sce “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS - Rate
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Covenant,” “— Additional Revenue Bonds” and the definition of “Debt Service Requirements” in “APPENDIX C —
SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE — Selected Definitions” in this document.

The City intends to request approval from the FAA to use PFCs to pay a portion of the debt service on the Bonds.
If approval is requested and received, the City intends to set aside PFCs to pay PFC-eligible debt service on the
Bonds in accordance with the covenant of the City contained in the Ordinance. See “SECURITY AND SOURCES
OF REPAYMENT FOR THE REVENUE BONDS - Use of Passenger Facility Charges” and “CERTAIN
INVESTMENT CONSIDERATIONS — Availability of PFCs and PFC Approval” in this document.

Federal and State Noise Regulation

State statutes and administrative regulations require all airports in the State to institute noise abatement programs under
certain circumstances. The City instituted a noise abatement program, which has been in effect for approximately 20 years.
The Airport noise program was originally established under Federal Aviation Regulation Part 150 and has been updated
several times, most recently by an update completed and approved by the FAA in 2008.

The United States Congress enacted the Airport Noise and Capacity Act of 1990 (“ANCA”) to balance local needs for
airport noise abatement with the needs of the national air transportation system. ANCA established criteria and standards
that are intended to ensure an airport operator does not impose local restrictions that negatively affect the national air
transportation system. Airport management believes that the Airport is in material compliance with ANCA, and there is
no pending litigation known to the City challenging noise levels of airborne aircraft.

The City, including the Airport, also is regulated by the federal Environmental Protection Agency and by the State in
connection with various environmental matters, including the handling of deicing materials and aitline fuels and lubricants,
protection of wetlands and other natural habitats, disposing of stormwater and construction wastewater runoff and noise
abatement programs.

CAPITAL IMPROVEMENT PROGRAM

The City continually develops and monitors a list of capital projects and assesses the timing of implementing these projects
based on funding availability and needs. These projects are anticipated to be funded, all or in part, by the Bonds, Additional
Revenue Bonds, Subordinate Obligations, Federal grants, PFCs, internally generated funds or other legally available
sources. Four series of Additional Revenue Bonds are anticipated to be issued between 2024 and 2028 in the approximate
aggregate principal amount of $1.44 billion (in addition to the Bonds), subject to the requirements of the Revenue Bond
Ordinances. Certain of the federal grants and PFFCs which may be used to fund these projects either have not been applied
for or the application for such sources is pending. See “CERTAIN INVESTMENT CONSIDERATIONS — Availability
of Funding for the Capital Improvement Program” in this document.

A significant portion of the Capital Improvement Program is the AEDP, which is intended to increase capacity at the
Airport using a strategic approach, including the following key elements:

- Optimizing the Barbara Jordan Terminal (BJT) by adding new aircraft gates and making related passenger

processing improvements
- Building a new centralized baggage handling system

- Building a new midfield Concourse B facility with 10 or more gates, including associated airfield infrastructure.

As noted in “APPENDIX A — REPORT OF THE AIRPORT CONSULTANT - Exhibit A,” a portion of the 2022-
2028 Project is expected to be funded with Additional Revenue Bonds to be issued between 2024 and 2028, as described
above. For purposes of the Report, the financing of any other projects is not included in the forecast period of the Report
included in this document as APPENDIX A.
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REPORT OF THE AIRPORT CONSULTANT

APPENDIX A, which is part of this Official Statement, contains the Report prepared by the Airport Consultant (the
“Report”). The Report provides information regarding the Airport System, the 2022-2028 Project, historical and projected
air traffic activity for the 2019-2028 fiscal year period, historical financial information and projections of financial results
for the Airport System for the projection period. As noted in the Report, the projections were based upon information
and assumptions provided by or reviewed with and agreed to by Airport management and reflect Airport management’s
expected course of action during the projection period and in Airport management’s judgment, present fairly the expected
financial results of the Airport. The key factors and assumptions that are significant to the projections are set forth in the
Report.

The Report should be read in its entirety for an understanding of the assumptions and rationale underlying the financial
projections. As noted in the Report, any projection is subject to uncertainties. Some of the assumptions used to develop
the projections will not be realized, and unanticipated events and circumstances may occur. Therefore, there will be
differences between the projected and actual results, and those differences may be material. See “CERTAIN
INVESTMENT CONSIDERATIONS — Forward-Looking Statements” and “~ Assumptions in the Airport Consultant’s
Report” in this document.

The following table provides the debt service coverage estimates and projections from the Report. See “APPENDIX A
— REPORT OF THE AIRPORT CONSULTANT — Financial Analysis — Exhibit G” in this document. Such table is
qualified in its entirety by reference to the complete copy of the Report attached as APPENDIX A to this document. The
information set forth in the following table was calculated in the same manner as the historical debt service coverage
information set forth in Table 8 (prepared by the City) above in this document.

Debt Service Coverage Estimates and Projections from the Report - Base Case?”

Estimated Projected
FY 2022 FY 2023 FY2024 FY 2025 FY 2026 FY 2027 FY 2028

Gross Revenues $ 245830  $ 247,620  $ 257,145  § 262,483  $ 273441 § 301,177 $ 364,469
Less: Operation and Maintenance Expenses (119,133) (131,046 (134,709 (140,097) (145,701 (151,529) (184,449
Net Revenues $ 126,697  § 116,574  § 122436 $ 122386  § 127,740  § 149,648  § 180,020
Other Available Funds® 13,827 14,018 13,999 17,698 18,662 24,035 29,877

Net Revenues plus Other Available Funds $ 140,524  $ 130,592 § 136,436 $ 140,084  § 146,402 § 173,683  § 209,897

Less: Administrative Expcnscs.(3> - - - - - - -
Subtotal $ 140,524  $ 130,592 $ 136,436 $ 140,084  § 146,402 § 173,683  § 209,897

Revenue Bond Debt Service chuiremcnts<4) $ 55,306 $ 56,071 $ 55,998 $ 70,792 $ 74,647 $ 96,138 $ 119,507

Debt service coverage 2.54 2.33 2.44 1.98 1.96 1.81 1.76

Debt service coverage requirement 125 1.25 1.25 1.25 125 125 1.25

Source: Report of the Airport Consultant

(1) Amounts shown for Fiscal Year 2022 are estimates, and amounts for fiscal years 2023 through 2028 are forecasts.

(2) Pursuant to the terms of the Ordinance and the Revenue Bond Otdinances, for purposes of showing compliance with the rate covenant and
meeting the conditions for the issuance of Additional Revenue Bonds, transfers of Other Available Funds to the Revenue Fund at the beginning
of any Fiscal Year may not exceed 25% of the Debt Service Requirements for the Revenue Bonds for such Fiscal Year. See the definition of
“Other Available Funds” in “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE?” in this document.

(3) Pursuant to the terms of the Ordinance and the Revenue Bond Otrdinances, moneys on deposit in the Revenue Fund are used to pay Debt Service
on Revenue Bonds (including the Bonds) and any related Credit Agreement Obligations, prior to being used to pay Administrative Expenses.
Further, pursuant to the terms of the Ordinance and the Revenue Bond Otrdinances, Administrative Expenses are included in the coverage
calculations for the purpose of determining compliance with the City’s rate covenant, but Administrative Expenses are not included in the coverage
calculations for the purpose of issuing Additional Revenue Bonds. See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE
BONDS — Flow of Funds,” “— Rate Covenant” and “~ Additional Revenue Bonds” in this document. Administrative Expenses primarily consist
of paying agent and rebate analyst fees and are anticipated to be de minimis.

(4 Amounts are net of PFCs used to pay debt service. See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS —
Use of Passenger Facility Chatges” in this document.

Prospective Financial Information

The Airport Consultant has prepared the prospective financial information set forth above and in Appendix A, based on
information from sources indicated and assumptions provided by or reviewed with and agreed to by Airport management,
as discussed in the Report. The prospective financial information set forth above and in Appendix A was not prepared by
the Airport Consultant with a view toward complying with the guidelines established by the American Institute of Certified
Public Accountants with respect to prospective financial information, but, in the view of the Airport’s management, was
prepared on a reasonable basis, reflects the best currently available estimates and judgments, and presents, to the best of
management's knowledge and belief, the expected course of action and the expected future financial performance of the
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Airport. However, this information is not fact and should not be relied upon as being necessarily indicative of future
results, and readers of this document are cautioned not to place undue reliance on this prospective financial information.
See “CERTAIN INVESTMENT CONSIDERATIONS — Forward-Looking Statements” and “— Assumptions in the
Airport Consultant’s Report” in this document.

Neither the City’s independent auditors, nor any other independent accountants, have compiled, examined, or performed
any procedures with respect to the prospective financial information contained in this document, including the Report,
nor have they expressed any opinion or any other form of assurance to the City on such information or its achievability,
and assume no responsibility for, and disclaim any association with, the prospective financial information prepared by the
Airport Consultant.

CERTAIN INVESTMENT CONSIDERATIONS
COVID-19

See “INTRODUCTION - COVID-19 Pandemic” in this document for risks associated with the Bonds resulting from
the Pandemic.

General

Investment in the Bonds involves risks, some of which are described below or elsewhere in this document. Prospective
investors are advised to consider the following factors, among others, and other information in this document, including
all of the Appendices, in evaluating whether to purchase Bonds. The factors discussed below are not meant to be a
comprehensive or exhaustive list of all of the risks that should be considered, and the order in which these investment
risks are presented does not necessarily reflect their relative importance. Any one or more of the risks and other
considerations discussed below, among othets, could lead to a decrease in the market value and/or in the marketability or
liquidity of the Bonds, and no assurance can be given that other risk factors and investment considerations will not become
material in the future.

The principal of and interest on the Bonds are payable pursuant to the Ordinance solely from the Net Revenues of the
Airport System and moneys on deposit in the Debt Service Fund and the Debt Service Reserve Fund. The ability to pay
debt service on the Bonds will depend on the receipt of sufficient Gross Revenues, including the receipt of PFC revenues,
a portion of which the City has covenanted in the Ordinance to set aside for payment of the Revenue Bonds.

The Airport System’s ability to generate Gross Revenues, and any PFC revenues, depends upon sufficient levels of aviation
activity and passenger traffic at the Airport. The achievement of increased passenger traffic will depend partly on the
profitability of the airline industry and the ability of individual airlines to provide sufficient capacity to meet demand. A
weak economy, international hostilities and the threat of terrorist activity, among other events, reduce demand for air
travel. To the extent the Airport System is unable to make up revenue shortfalls, the City’s ability to pay debt setvice on
the Bonds may be adversely affected.

In considering the matters set forth in this Official Statement, prospective investors should carefully review all investment
considerations set forth throughout this Official Statement, and should specifically consider certain risks associated with
investment in the Bonds. There follows a summary of some, but not necessarily all, of the possible investment
considerations and risks which should be carefully evaluated by prospective purchasers of the Bonds prior to the purchase
thereof. Moreover, the order in which investment considerations are presented in this caption is not intended to reflect
either the likelihood that a particular event will occur or the relative significance of such an event. The Bonds may not be
suitable investments for all persons. Prospective purchasers should be able to evaluate the risks and merits of an
investment in the Bonds and should confer with their own legal and financial advisors before considering a purchase of
the Bonds.

Limited Obligations
The Bonds, together with the Currently Outstanding Revenue Bonds and any Additional Revenue Bonds, when and if
issued, are limited special obligations of the City payable from, and equally and ratably secured by, a first lien on the Net

Revenues of the Airport System and the Debt Service Fund and Debt Service Reserve Fund established in the Ordinance.
No mortgage of any of the physical properties forming a part of the Airport System or any lien thereon or security interest

41



Case 1:22-cv-00770-RP Document 38-16 Filed 10/12/22 Page 52 of 330

therein has been given. The Bonds are not general obligations of the City, and neither the taxing power of the
City nor the State is pledged as security for the Bonds. See “SECURITY AND SOURCES OF REPAYMENT FOR
THE REVENUE BONDS” in this document.

No Acceleration

The Bonds are not subject to acceleration under any circumstances or for any reason, including without limitation, on the
occurrence or continuance of an event of default in the payment of debt service on any of the Revenue Bonds (including
the Bonds) or a default in the performance of any duty or covenant provided by law, in the Ordinance or in the other
Revenue Bond Ordinances. Upon the occurrence of such an event of default, Owners of the Bonds would only be entitled
to principal and interest payments on the Bonds as they come due. In the event of multiple defaults in payment of principal
of or interest on the Bonds, Owners of the Bonds could be required to bring a separate action for each payment not made.

Under certain circumstances, Owners of the Bonds may not be able to pursue certain actions or remedies or to enforce
covenants contained in the Ordinance. In addition, since Net Revenues are that portion of Gross Revenues that remain
after paying Operation and Maintenance Expenses of the Airport System, and the City is not subject to involuntary
bankruptcy proceedings, the City may be able to continue indefinitely collecting Gross Revenues and applying them to the
operation of the Airport System even if an event of default has occurred and no payments are being made on the Bonds.
See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS — Remedies” and “APPENDIX
C - SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE” in this document.

Structural Changes in the Travel Market

Many factors have combined to alter consumer travel patterns. Consumers have become more price-sensitive. Efforts of
airlines to stimulate traffic by heavily discounting fares have changed consumer expectations regarding airfares. In addition,
the availability of fully transparent price information on the Internet now allows quick and easy comparison shopping,
which has changed consumer putrchasing habits. This has made pricing and marketing even more competitive in the U.S.
airline industry. Smaller corporate travel budgets, combined with the higher time costs of travel, have made business
customers more amenable to communications substitutes such as tele- and video-conferencing, which services have grown
significantly since the onset of the Pandemic. Further, increased adoption of videoconferencing technologies during the
COVID-19 pandemic and increased acceptance of these methods of communicating could reduce the demand for business
travel, though the impact of such technologies on the demand for business travel is not known at this time.

Factors Affecting the Airline Industry

General Factors Affecting Air Carriers. 'The ability of the aitlines serving the Airport to generate revenues depends and,
therefore, the amount of Net Revenues available for payment of the Revenue Bonds (including the Bonds), in part, upon
the financial health of the aviation industry in general. The economic condition of the aviation industry is volatile and
periodically the industry undergoes significant changes, including mergers, acquisitions, bankruptcies and closures.
Further, the aviation industry is sensitive to a variety of factors, including (i) the cost and availability of financing, labor,
fuel, aircraft and insurance, (i) regional, national and international economic conditions, (iii) international trade, (iv)
currency values, (v) competitive considerations, including the effects of airline ticket pricing, (vi) traffic and airport capacity
constraints of the Airport and competing airports, (vii) governmental regulation, including security regulations and taxes
imposed on airlines and passengers, and maintenance and environmental requirements, (viii) passenger demand for air
travel and (ix) disruption caused by aitline accidents, criminal incidents, acts of war or terrorism, such as the events of
September 11, 2001, and public health emergencies, such as the Pandemic. The aviation industry is also vulnerable to
strikes and other union activities. The number of passengers at the Airport depends partly on the profitability of the U.S.
airline industry and the associated ability of the industry and individual airlines, particularly United and Southwest, to make
the necessary investments to provide service.

In addition to revenues received from the airlines, the City derives a substantial portion of its revenues from parking
operations, food and beverage concessions, retail concessions, car rental companies, and other non-aitline sources. See
Tables 6 and 7 in “HISTORICAL FINANCIAL DATA” in this document. Declines in passenger traffic at ABIA may
adversely affect the commercial operations of many of such concessionaires. While the City’s agreements with retail, food
and beverage concessionaires as well as car rental companies require them to pay a minimum annual guarantee, severe
financial difficulties could lead to a failure by a concessionaire or rental car company to make a required payment or could
lead to the cessation of operations of such concessionaire or rental car company.
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Many of these factors are outside the City’s control. Changes in demand, decreases in aviation activity and their potential
effect on enplaned passenger traffic at the Airport may result in reduced Gross Revenues and PFCs. Following ate just a
few of the factors affecting the aitline industry including regional and national economic conditions, costs of aviation fuel,
aitline concentration, international conflicts and threats of terrorism and structural changes in the travel market. See also
“— Aviation Security and Health Safety Concerns” below for additional discussion on the costs of security.

General Factors Affecting Airline Activity. Numerous factors affect air traffic generally and air traffic at ABIA specifically.
Demand for air travel is influenced by factors such as population, levels of disposable income, the nature, level and
concentration of industrial and commercial activity in the service area and the price of air travel. The price of air travel is,
in turn, affected by the number of aitlines serving a particular airport and a particular destination, the financial condition,
cost structure and hubbing strategies of the aitlines serving the airport, the willingness of competing airlines to enter into
an airport market, the cost of operating at an airport, the price of fuel and any operating constraints (due to capacity,
environmental concerns or other related factors) limiting the frequency or timing of airport traffic within the national
system of at a particular airport. In addition, the onset of war and the threat of renewed terrorist attacks may dampen air
traffic. Although the City has developed contingency plans that make assumptions as to factors described above and
suggest a prudent response to such events, the City may anticipate but can never predict the occurrence of any particular
event or trend that could adversely impact aitline traffic.

Aviation Security Concerns and Other Travel Market Changes.  Concerns about the safety of airline travel and the effectiveness
of security and health safety precautions influence passenger travel behavior and airline travel demand. Anxieties about
the safety of flying and the inconveniences and delays associated with security and health screening procedures could lead
to both the avoidance of travel and the switch from air to surface modes of transportation for short trips.

Safety concerns in the aftermath of the September 2001 attacks were largely responsible for the steep decline in airline
travel nationwide in 2002. Since 2001, government agencies, airlines and airport operators have upgraded security
measures to guard against changing threats and maintain confidence in the safety of airline travel. These measures include
strengthened aircraft cockpit doors, changed flight crew procedures, increased presence of armed sky marshals,
federalization of airport security functions under the Transportation Security Administration (the “T'SA”), more effective
dissemination of information about threats, more intensive screening of passengers and baggage, and deployment of new
screening technologies. The TSA also has introduced “pre-check” service to expedite the screening of passengers who
have submitted to background checks. Concerns about the safety of air travel were heightened in 2016 by gun and bomb
attacks at Brussels Airport and at Istanbul Ataturk Airport.

Historically, airline travel demand has recovered after temporary declines stemming from terrorist attacks or threats,
hijackings, aircraft crashes, public health and safety concerns, and international hostilities. If precautions by government
agencies, airlines and airport operators maintain confidence in the safety of commercial aviation without imposing
unacceptable inconveniences for airline travelers, it can be expected that future demand for airline travel at the Airport
will depend primatily on economic, not safety or security, factors.

Passenger traffic at U.S. airports is also influenced by the globalization of business and increased importance of
international trade and tourism, international economics, trade balances, currency exchange rates, government policies,
and geopolitical relationships.

Concerns about hostilities, terrorist attacks, and other perceived security and public health risks, and associated travel
restrictions also affect travel demand to particular international destinations.

Future increases in international passenger traffic will depend partly on global economic growth, a stable and secure
international travel environment, and government policies that do not unreasonably restrict or deter travel.

Russia’s invasion of Ukraine in February 2022 is resulting in catastrophic destruction, loss of life, and a humanitarian and
refugee crisis in eastern Europe as Ukrainian civilians are trapped in the war zone or flee the fighting. The invasion
prompted the United States, the European Union, and other nations to impose far-reaching economic and financial
sanctions that are having significant effects on the Russian economy and international trade. The war and sanctions are
causing economic disruption far beyond Russia’s borders by sending energy and commodity prices, including costs of fuel
and other airline operating costs, soaring, worsening inflation, disrupting international commerce, and slowing economic
growth.
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The war has caused the closure of airspace over much of eastern Europe and Russia and the suspension of airline service
to Russia and other destinations in and near the war zone. The closure of Russian airspace requires some aitline flights,
particularly between Europe and Asia, to take circuitous flight paths and incur longer flight times and higher fuel costs.

Uncertainties of the Airline Industry. Airline fares have an important effect on passenger demand, particularly for relatively
short trips, for which automobile and other sutrface travel modes are potential alternatives, and for price-sensitive
discretionary travel. The price elasticity of demand for airline travel increases in weak economic conditions when the
disposable income of potential airline travelers is reduced. Airfares are influenced by airline capacity and yield
management, passenger demand, airline market presence, labor, fuel and other airline operating costs, taxes, fees and other
charges assessed by governmental and airport agencies, and competitive factors. Future passenger numbers, both
nationwide and at the Airport, will depend, in part, on the level of airfares.

Prior to 2010, a variety of factors reduced industry airfares and resulted in decreased airline profits. Beginning in 2010, as
airline travel demand increased and seat capacity contracted because of industry consolidation, yields increased to 16.7
cents per passenger-mile in 2016. Beginning in 20006, charges were introduced by most airlines for services such as checked
baggage, preferred seating, in-flight meals, and entertainment, thereby increasing the effective price of airline travel more
than these yield figures indicate.

Effect of Airline Bankruptcies

A bankruptey of a Signatory Airline (or of a Non-Signatory Airline or any other tenant or concessionaire at the Airport)
can result in significant delays, significant additional expense and/or significant reductions in payments, or even in
nonpayments, to the City and consequently in a reduction in the amount of Net Revenues of the Airport.

Although with an O&D airport (like the Airport) that has residual ratemaking for costs of the airfield and preferential use
agreement, leases and other agreements at the terminals, expectations would be that the amounts other airlines would be
required to pay for use of the airfield would be sufficient to make up any shortfalls attributable to an aitline in bankruptcy
and that payments by other airlines and concessionaires in the terminals would be adequate to pay terminal-related
expenses and debt service, but the other airlines likely would not be required to make up for unpaid post-bankruptcy usage
and rental of terminal and concourse space and ramps, and no assurances can be given that the other airlines would be
able to pay such additional amounts when needed, particularly if the bankruptcy occurred during a period in which many
of the airlines and other users were struggling.

Alirline Leases and Executory Contracts

In the event a Signatory Airline seeks protection under the United States Bankruptcy Code (the “Bankruptcy Code”), the
Signatory Aitline or its bankruptcy trustee would be required to determine whether to assume or reject its Use and Lease
Agreement or any other lease from the City of non-residential real property or an executory contract (such as a license)
within 120 days or later, if ordered by the bankruptcy court. In the case of any other agreements with the City, a debtor
airline would not be required to assume or reject its agreement prior to the confirmation of a plan of reorganization.

If the agreement is assumed, the airline would be required to cure any prior defaults and to provide “adequate assurance”
of future performance. What constitutes “adequate assurance” is up to the Bankruptcy Court, however, and may not be
adequate for the City’s purposes. Even if all such amounts ultimately are paid, the City could experience long delays in
collecting amounts due under the agreement. If an agreement such as an unexpired lease is rejected, the City would have
an unsecured claim for damages, the amount of which would be limited to the amounts unpaid prior to the bankruptcy
plus the greater of one year’s rent or 15% of the total remaining lease payments, not to exceed three years. It is likely that
the amount received following the rejection of a lease or of an executory contract would be materially less than the face
amount of the claim. In addition, until the assumption or rejection of an agreement, a debtor airline would not be
permitted, absent a court order, to make any payments on account of goods or services (including landing fees and accrued
rent) provided prior to the bankruptcy. See “CERTAIN INVESTMENT CONSIDERATIONS — Effect of Airline
Bankruptcies — Automatic Stay, Preference Claims and PFC Issues” in this document.

44



Case 1:22-cv-00770-RP Document 38-16 Filed 10/12/22 Page 55 of 330

Financing Leases and Other Financing Contracts

Although the City believes that most of its arrangements with the Signatory Airlines (and with the Non-Signatory Airlines
and Airport tenants and concessionaires) are executory contracts or leases of non-residential real property, a bankruptcy
court could determine that a contract or lease instead is a financing device. If a lease or other agreement is treated as a
financing device, the airline, tenant or concessionaire may keep and use the asset but debt service may be suspended in
whole or in part during the course of the bankruptcy and in the end, the amount of the debt and the payment schedule
and level may be reduced or extended as part of a reorganization plan. The determination by the court of the type of
agreement and the nature of a transaction in many cases is a fact-intensive, laborious and time-consuming matter. It is
not uncommon for a bankrupt tenant or customer to contend that a “lease” really is a financing device so that the tenant
can decline to make periodic rental payments during the period the issue is being considered by the court.

Automatic Stay, Preference Claims and PFC Issues

Upon the filing of a bankruptcy proceeding, Section 362 of the Bankruptcy Code stays virtually all creditor actions to
litigate to judgment or to collect on a debt, to remove a non-paying tenant from possession or to exercise any other
remedies. This automatic stay can result in lengthy delays in a creditor’s ability to exercise its rights. The Bankruptcy Code
also provides that any payments made to the creditor within 90 days (365 days for “insiders”) before the bankruptcy are
subject to recovery by the debtor as a “preferential payment.”

The PFC Act and FAA regulations provide that PFC revenue collected by the aitlines (other than the handling fee and
interest collected on unremitted proceeds) constitute a trust fund held for the beneficial interest of the eligible agency
imposing the PFC (the City), and FAA regulations require the aitlines to account for PFC collections separately and to
disclose in financial statements the existence and amount regarded as trust funds. The aitlines, however, are permitted to
commingle PFC collections with other airline funds, and bankruptcy courts have not fully addressed such trust
arrangements.

In connection with proceeds held by airlines in bankruptcy outside of the United States, the City cannot predict what types
of orders or relief could be issued by foreign tribunals or the extent of delays in connection with such proceedings or the
extent to which such orders would be enforceable in the United States.

Regardless of any specific adverse determinations and delays in an airline bankruptcy proceeding, an airline bankruptcy
proceeding, particularly a bankruptcy of a Signatory Aitline, could have a material adverse effect on the liquidity and value
of the Bonds.

Effect of Other Tenant or Concessionaire Bankruptcies

A bankruptcy of a non-airline tenant or concessionaire would raise challenges similar to those described above in
connection with airline bankruptcies. Many of the major rental car companies operating at the Airport have filed for
bankruptcy in recent years, and it is possible that rental car companies will file for bankruptcy in the future. Although the
City’s CFC agreements with the rental car companies contain trust language similar to the language contained in the PFC
Act and in FAA regulations for PFCs, no statute protects CFCs, and it is not certain that federal courts would respect the
intent of such arrangements for CFCs, particularly since rental car companies are permitted to commingle CFCs with their
own funds.

Effect of a City Bankruptcy

Under current Texas law (Chapter 140 of the Texas Local Government Code), cities are authorized to file bankruptcy
petitions under Chapter 9 of the Bankruptcy Code. In the event the City becomes a debtor in a bankruptcy case, the
owners of the Bonds may encounter significant payment delays and significant risks of nonpayment. Bond owners may
not have a lien on Net Revenues unless a bankruptcy court determines that the Net Revenues are “special revenues” within
the meaning of the Bankruptcy Code. No assurance can be given that a court would make such a determination. Revenues
are held by the City and applied to payment of Costs of Operation and Maintenance before being transferred to the paying
agent/registrar. Even if a court determines that Revenues are “special revenues,” no assurance can be given that the court
would not permit the City to use such Revenues to pay costs of operating the non-airport facilities before being transferred
to pay debt service on Bonds. If Net Revenues are not “special revenues” or if Revenues are applied to pay operating
costs of other City facilities, there could be very significant delays or reductions in payments or nonpayment of the Bonds.
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A bankruptcy of the City also would trigger cross defaults under many of the City’s other agreements, which also would
lead to the possibility of additional delays and significant losses.

Aviation Security and Health Safety Concerns

Concerns about the safety of airline travel and the effectiveness and inconvenience of security precautions influence
passenger travel behavior and air travel demand. Intensified security precautions instituted by government agencies,
airlines and airport operators have vastly increased costs, some of which have been or will be passed on to travelers and
airlines. No assurance can be given that these precautions will be successful or that the increased costs or uncertainty will
not materially affect travel demand or profitability. Another terrorist attack or any other event that undermines confidence
in the safety of air travel likely would have an immediate and material effect on air travel demand.

Concerns about the safety of aitline travel and the effectiveness of security precautions, particularly in the context of
potential international hostilities and terrorist attacks, may influence passenger travel behavior and air travel demand.
These concerns intensified in the aftermath of the events of September 11, 2001 and again in 2014 following the high
profile disappearance of Malaysia Airlines Flight 370 and the crash of Malaysia Airlines Flight 17. Travel behavior may be
affected by anxieties about the safety of flying and by the inconveniences and delays associated with more stringent security
screening procedures, both of which may give rise to the avoidance of air travel generally and the switching from air to
surface travel modes.

Safety concerns in the aftermath of the terrorist attacks in September 2001 were largely responsible for the steep decline
in airline travel nationwide in 2002. Since 2001, government agencies, aitlines, and airport operators have upgraded secutity
measures to guard against future terrorist incidents and maintain confidence in the safety of airline travel. These measures
include strengthened aircraft cockpit doors, changed flight crew procedures, increased presence of armed sky marshals,
federalization of airport security functions under the TSA, more effective dissemination of information about threats,
more intensive screening of passengers, baggage, and cargo, and deployment of new screening technologies. The airlines
and the federal government were primarily responsible for, and bore most of the capital costs associated with,
implementing the new security measures. No assurance can be given that these precautions will be successful. Also, the
possibility of intensified international hostilities and further terrorist attacks involving or affecting commercial aviation are
a continuing concern that may affect future travel behavior and airline passenger demand.

Public health and safety concerns have also affected air travel demand from time to time. For additional information on
the ongoing COVID-19 Pandemic, please see “INTRODUCTION — COVID-19 Pandemic” in this document. The City
is unable to predict how serious the impact of the COVID-19 Pandemic or any future pandemic may become, what effect
it may have on air travel to and from the Airport, and whether any such affects will be material.

Climate Change

Societal concerns about the contribution of the aitline industry’s use of petroleum-based jet fuel to the emission of carbon
dioxide and other greenhouse gases into the atmosphere might lead to decreased demand for air travel. However, it is
unlikely that the airline industry will be able to develop economic alternatives to petroleum-derived jet fuel in the near
future. Therefore, in order to sustain growth, the airline industry will need to increase efficiencies in fuel usage and mitigate
emissions, which require substantial financial investment and changes to the operating economics of the aviation industry.
In the long term, the airline industry will need to develop aircraft technologies that use alternative fuels, such as hydrogen
and electric power. It is likely that some of the airlines’ increased costs will be passed on to passengers, thereby negatively
influencing demand.

Delays and Cost Increases; Additional Indebtedness

The estimated costs of and schedules for capital improvement projects at the Airport, including the 2022-2028 Project,
are subject to a number of uncertainties. The City’s ability to complete projects may be adversely affected by a number
of factors, including: (i) estimating errors, (ii) design and engineering errors, (iii) changes to the scope of the projects and
other change orders, (iv) delays in contract awards, (v) matetial and/or labor shortages, (vi) delays in acquiting and
unavailability of right-of-way and unforeseen site conditions, (vii) adverse weather conditions, earthquakes or other
casualty events, (viii) contractor defaults, (ix) labor disputes, (x) unanticipated levels of inflation, (xi) environmental and/or
permitting issues, and (xii) litigation. No assurance can be given that the projects will not cost more than the current
budgets for these projects. The City expects to fund its other project costs with a combination of PFCs, available Net
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Revenues, and proceeds from the sale of Additional Revenue Bonds, federal grants and investment income. In the event
one or more of these funding sources is not available to the City in the amount or on the schedule contemplated by the
City, the implementation of some of the projects may be delayed. Any schedule delays or cost increases could result in
the need to issue Additional Revenue Bonds or other obligations and may result in increased costs that cannot be recovered
from the airlines.

Regulations and Restrictions Affecting the Airport

The operations of the Airport System are affected by a variety of contractual, statutory and regulatory restrictions and
limitations including, without limitation, the provisions of the Use and Lease Agreements and the Operating Agreements,
the federal acts authorizing the imposition, collection and use of PFCs and extensive federal legislation and regulations
applicable to all airports in the United States. In the aftermath of the terrorist attacks of September 11, 2001, ABIA also
has been required to implement enhanced security measures mandated by the FAA, the Department of Homeland Security
and Department of Aviation management.

It is not possible to predict whether future restrictions or limitations on Airport System operations will be imposed,
whether future legislation or regulations will affect anticipated federal funding or PFC collections for capital projects for
the Airport System, whether additional requirements will be funded by the federal government or require funding by the
City, or whether such restrictions or legislation or regulations would adversely affect Net Revenues. See “— Aviation
Security and Health Safety Concerns” above in this document, “CAPITAL IMPROVEMENT PROGRAM” and
“REGULATION - Passenger Facility Charges” in this document.

Ability to Meet Rate Covenant

As described in “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS — Rate Covenant”
in this document, the City has covenanted in the Ordinance that it will at all times fix, charge, impose and collect rentals,
rates, fees and other charges for the use of the Airport System, and, to the extent it legally may do so, revise the same as
may be necessary or appropriate, in order that in each Fiscal Year the rate covenant set forth in the Ordinance is met. In
addition to Net Revenues, the City expects to use approximately $22.3 million to $37.0 million of PFCs in each of the
Fiscal Years between 2022 through 2028, to pay a portion of the Debt Service on the Revenue Bonds. 1f PFCs have been
appropriated and deposited into a dedicated fund or account, the proceeds of which are required to be transferred into
the Debt Setvice Fund or directly to the Paying Agent/Registrar for the Revenue Bonds, the principal and/or interest on
such Revenue Bonds is excluded from the calculation of Debt Service Requirements; thus decreasing Debt Service
Requirements and increasing debt service coverage for purposes of the rate covenant under the Ordinance. See
“SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS — Use of Passenger Facility
Charges” and “ CERTAIN INVESTMENT CONSIDERATIONS - Availability of PFCs and PFC Approval” in this
document.

If Net Revenues (and PFCs expected to be used to pay debt service) were to fall below the levels necessary to meet the
rate covenant in any Fiscal Year, the Ordinance provide for procedures under which the City would retain and request an
Airport Consultant to make recommendations as to the revision of the City’s rentals, rates, fees and other charges, its
Operating and Maintenance Expenses or the method of operation of the Airport System in order to satisfy as quickly as
practicable the rate covenant set forth in the Ordinance. The Ordinance provides that so long as the City substantially
complies in a timely fashion with the recommendations of the Airport Consultant, the City will not be deemed to have
defaulted in the performance of its duties under the Ordinance even if the resulting Net Revenues plus Other Available
Funds are not sufficient to be in compliance with the rate covenant set forth in the Ordinance, so long as Debt Service is
paid when due.

Increasing the schedule of rentals, rates, fees and other charges for the use of the Airport System and for services rendered
by the City in connection with the Airport System is subject to contractual, statutory and regulatory restrictions (see “—
Regulations and Restrictions Affecting the Airport” above in this document). Implementation of an increase in the
schedule of rentals, rates, fees and other charges for the use of the Airport System could have a detrimental impact on the
operation of the Airport System by making the cost of operating at the Airport System unattractive to airlines,
concessionaires and others in comparison to other airports, or by reducing the operating efficiency of the Airport System.
Notwithstanding this potential detrimental impact, the Use and Lease Agreements acknowledge the existence of the rate
covenant under the Ordinance and include an agreement by the Signatory Airlines to pay such rentals, rates, fees and
charges.
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Availability of PFCs and PFC Approval

In addition to the use of Net Revenues, the City expects to use between $22.3 million and $37.0 million of PFCs each
fiscal year between fiscal years 2022 and 2028, to pay a portion of the debt service on the Revenue Bonds (including the
Bonds). See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS — Use of Passenger
Facility Charges,” “REGULATION — Passenger Facility Charges” and “CERTAIN INVESTMENT
CONSIDERATIONS - Ability to Meet Rate Covenant” in this document.

The proceeds of the PFCs are not part of the Net Revenues pledged by the City to the payment of Revenue
Bonds, including the Bonds. Pursuant to the terms of the Ordinance, PFCs are expressly excluded from the
definition of “Gross Revenues.” Consistent with the definition of “Debt Service Requirements” in the
Ordinance, debt service on Revenue Bonds for which PFCs have been appropriated and deposited into a
dedicated fund or account, the proceeds of which are required to be transferred into the Debt Service Fund or
directly to the Paying Agent/Registrar for such Revenue Bonds, is excluded from the calculation of Debt Setvice
Requirements. See “SECURITY AND SOURCES OF REPAYMENT FOR THE REVENUE BONDS - Rate
Covenant” and “— Additional Revenue Bonds” in this document and the definition of “Debt Service Requirements” in
“APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE - Selected Definitions” in this
document. As described in “REGULATION - Passenger Facility Charges” in this document, under FAA approvals
received to date, the City is authorized to impose the PFC through an estimated date of November 2034.

The amount of PFC revenue received by the City in future years will vary based upon the actual number of PFC-eligible
passenger enplanements at ABIA. No assurance can be given that any level of enplanements will be realized. See
“CERTAIN INVESTMENT CONSIDERATIONS - Factors Affecting the Airline Industry” and “— Ability to Meet Rate
Covenant” above in this document. See also “ REGULATION - Passenger Facility Charges” above in this document.
Additionally, the FAA may terminate the City’s authority to impose the PFC, subject to informal and formal procedural
safeguards, if (a) PFC revenues are not being used for approved projects in accordance with the FAA’s approval, the PFC
Act or regulations promulgated by the FAA under authority of the PFC Act (“PFC Regulations”), or (b) the City otherwise
violates the PFC Act or the PFC Regulations. The City’s authority to impose a PFC may also be terminated if the City
violates certain provisions of the ANCA and its implementing regulations relating to the implementation of noise and
access restrictions for certain types of aircraft. The regulations under ANCA also contain procedural safeguards to ensure
that the City’s authority to impose a PFC would not be summarily terminated. No assurance can be given that the City’s
authority to impose a PFC will not be terminated by Congtess or the FAA, that the PFC program will not be modified or
restricted by Congress or the FAA so as to reduce PFC revenues available to the City or that the City will not seek to
decrease the amount of PFCs to be collected, provided such decrease does not violate the City’s covenant in the Ordinance.
A shortfall in PFC revenues may cause the City to increase rates and charges at ABIA to meet the debt service requirements
on the Revenue Bonds (including the Bonds) that the City plans to pay from PFCs, and/ot requite the City to identify
other sources of funding for its capital program, including issuing Additional Revenue Bonds and/or Subordinate
Obligations, to finance the pay-as-you-go projects currently expected to be paid with PFC revenues.

Availability of Funding for the Capital Improvement Program

The City’s plan of finance assumes that proceeds of Revenue Bonds, PFC revenues on a pay-as-you-go basis, grants, and
other available revenues of the City (including certain amounts to be on deposit in the Repair and Replacement Fund and
the Capital Fund), will be received by the City in certain amounts and at certain times to pay the costs of the capital
improvement program described in “CAPITAL IMPROVEMENT PROGRAM?” in this document. No assurance can be
given that these sources of funding will be available in the amounts or on the schedule assumed. See “CERTAIN
INVESTMENT CONSIDERATIONS - Availability of PECs and PFC Approval” above in this document.

To the extent that any portion of the funding assumed in the plan of finance for a planned project is not available as
anticipated, the City may be tequired to defer or remove cettain of the projects or issue Additional Revenue Bonds and/or
Subordinate Obligations to pay the costs of such projects.

Federal Funding Considerations

The City depends upon federal funding for the Airport not only in connection with grants and PFC authorizations but
also because it is federal funding that provides for TSA, air traffic control and other FAA staffing and facilities. On
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October 3, 2018, the U.S. Senate passed a five year reauthorization bill for the FAA — the FAA Reauthorization Act of
2018 — which was signed into law by the President on October 5, 2018. The 2018 FAA reauthorization retains the federal
cap on PFCs at $4.50 and authorizes $3.35 billion per year for the FAA’s Airport Improvement Program (“AIP”) through
federal fiscal year 2023, which is the same funding level as was in place for the preceding five years. The AIP provides
federal capital grants to support airport infrastructure through entitlement grants, which are determined by formulas based
on passenger, cargo and general aviation activity levels, and discretionary grants, allocated on the basis of specific set-
asides and the national priority ranking system. Federal funding also is impacted by sequestration under the federal Budget
Control Act of 2011. Except to the extent changed by Congress from time to time, sequestration is a multi-year process
and could continue to affect FAA, TSA and Customs and Border Control budgets and staffing, which results in staffing
shortages and furloughs and traffic delays at the Airport and also nationwide. Some of the TSA funding shortages are
being addressed by increasing the amount (and removing the cap) on the security fees on tickets, but such fees have been
controversial and no assurance can be given that such fees will be sufficient or that the increased ticket costs will not result
in lower passenger enplanements. Further, there can be no assurance that future reauthorization legislation will be enacted
before the current authorization terminates at the end of federal fiscal year 2023. Failure to approve such legislation could
have a material, adverse impact on operations at airports in the United States, including the Airport System.

Forward-Looking Statements

This Official Statement, including the Appendices and the documents incorporated by reference herein, contain “forward-
looking statements,” which generally can be identified with words or phrases such as “anticipates,” believes,” “could,”
“estimates,” “expects,” “foresees,” “may,” “plan,” “predict,” “should,” “will” or other words or phrases of similar import.
All statements included in this Official Statement, including the Appendices hereto, that any person expects or anticipates
will, should or may occur in the future, including but not limited to, the projections in the Airport Consultant’s Report,
are forward-looking statements. These statements are based on assumptions and analysis made by the City and the Airport
Consultant, as applicable, in light of their experience and perception of historical trends, current conditions and expected
future developments as well as other factors they believe ate appropriate in the circumstances. However, whether actual
results and developments will conform with expectations and predictions is subject to a number of risks and uncertainties,
including, without limitation, the information discussed under “CERTAIN INVESTMENT CONSIDERATIONS” in
this document as well as additional factors beyond the City’s control. The risk factors and assumptions described under
such caption and elsewhere in this Official Statement could cause actual results to differ materially from those expressed
in any forward-looking statement. All of the forward-looking statements made in this Official Statement and any
Appendices hereto are qualified by these cautionary statements. Thetre can be no assurance that the actual results or
developments anticipated will be realized or, even if substantially realized, that they will have the expected consequences
to or effects on the Net Revenues or the operations of ABIA. All subsequent forward-looking statements attributable to
the City or persons acting on its behalf are expressly qualified in their entirety by the factors and assumptions described
above and in any documents containing those forward-looking statements. All forward-looking statements included in
this Official Statement are based on information available to the City and the Airport Consultant on the date hereof, and
neither the City nor the Airport Consultant assumes any obligation to update any such forward-looking statements.

EENTS LENT

The forward-looking statements are necessarily based on various assumptions and estimates that are inherently subject to
numerous risks and uncertainties, including risks and uncertainties relating to the possible invalidity of the underlying
assumptions and estimates and possible changes or developments in social, economic, business, industry, market, legal
and regulatory circumstances and conditions and actions taken or omitted to be taken by third parties, including customers,
business partners and competitors, and legislative, judicial and other governmental authorities and officials. Assumptions
related to the foregoing involve judgments with respect to, among other things, future economic, competitive and market
conditions and future business decisions, all of which are difficult or impossible to predict accurately and, therefore, there
can be no assurance that the forward-looking statements included in this Official Statement will prove to be accurate.

Any financial projections set forth in this Official Statement were not prepared with a view toward complying with the
guidelines established by the American Institute of Certified Public Accountants with respect to the prospective financial
information. The City’s independent auditors have not compiled, examined, or performed any procedures with respect to
the prospective financial information contained in this Official Statement, nor have they expressed any opinion or any
other form of assurance on such information or its achievability. The City’s independent auditors have not been consulted
in connection with the preparation of any financial projections contained in this Official Statement and the City’s
independent auditors assume no responsibility for its content.
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Assumptions in the Airport Consultant’s Report

As noted in the Report, any projection is subject to uncertainties. Inevitably, some assumptions used to develop the
projections will not be realized, and unanticipated events and circumstances may and are likely to occur. Therefore, the
actual results achieved during the projection period will vary, and the variations may be material. See “REPORT OF THE
AIRPORT CONSULTANT” and “APPENDIX A — REPORT OF THE AIRPORT CONSULTANT” in this document.

Competition and Alternate Modes of Transportation and Communication

One significant source of non-aitline revenues for the Airport is generated from ground transportation activity, including
use of on-Airport parking facilities; trip fees paid by taxi, limousine and Transportation Network Companies (“ITNCs”);
shared rides; and rental car transactions by Airport passengers. While passenger levels are increasing, the relative market
share of these soutces of revenue is shifting. The Airport charges different fees and makes different profits from each
product. There can be no assurance that passengers will not choose to utilize TNCs instead of parking or using rental cars
in the future, which could result in a reduction in ground transportation revenues.

In addition to TNCs, new technologies (such as autonomous vehicles, connected vehicles or urban aerial ridesharing with
VTOL (vertical takeoff and landing) aircraft) and innovative business strategies in established markets such as commercial
ground transportation and car rental may continue to occur and may result in further changes in Airport passengers’ choice
of ground transportation mode. While the City makes every effort to anticipate demand shifts, there may be times when
the Airport’s expectations differ from actual outcomes. In such event, revenue from one or more ground transportation
modes may be lower than expected. The City cannot predict with certainly what impact these innovations in ground
transportation will have over time on revenues from parking, other ground transportation services or rental cars. The City
also cannot predict with certainly whether or to what extent it will collect non-airline revenues in connection with such
new technologies or innovative business strategies.

Cybersecurity

The City, like many other large public and private entities, relies on a large and complex technology environment to
conduct its operations, and faces multiple cybersecurity threats including, but not limited to, hacking, phishing, viruses,
malware and other attacks on its computing and other digital networks and systems (collectively, “Systems Technology”).
As a recipient and provider of personal, private, or sensitive information, the City, including the Airport, may be the target
of cybersecurity incidents that could result in adverse consequences to the Airport and its Systems Technology, requiring
a response action to mitigate the consequences.

The airlines serving the Airport and other Airport tenants also face cybersecurity threats that could affect their operations
and finances. Computer networks and data transmission and collection are vital to the safe and efficient operation of the
airlines that serve the Airport and other tenants of the Airport. Despite security measures, information technology and
infrastructure of any of the airlines serving the Airport or any other tenants may be vulnerable to attacks by outside or
internal hackers, or breached by employee error, negligence or malfeasance. Any such breach or attach could compromise
systems and the information stored thereon. Any such disruption or other loss of information could result in a disruption
in the efficiency of the operation of the airlines serving the Airport and the services provided at the Airport, thereby
adversely affecting the ability of the Airport to generate revenue.

A significant cyber security incident could result in a range of potentially material negative consequences for the Airport,
including unauthorized access to, disclosure, modification, misuse, loss or destruction of systems or data; theft of sensitive,
regulated or confidential data, such as personal identifying information; the loss of functionality of critical systems through
ransomware, denial or service or other attacks; and business delays, service or system disruptions, damage to equipment
and injury to persons ot property. The methods used to obtain unauthorized access, disable or degrade service or sabotage
systems are constantly evolving and may be difficult to anticipate or to detect for long periods of time. The constantly
changing nature or the threats means that the Airport may not be able to prevent all data security breaches or misuse of
data. Similarly, the Airport depends on the ability of its key commercial partners, including airlines and technology vendors,
to conduct their businesses in a manner that complies with applicable security standards and assures their ability to perform
on a timely basis.
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In addition, the costs of operation, consequences of defending against, preparing for, responding to and remediating an
incident of cyber security breach may be substantial. As cyber security threats become more frequent, intense and
sophisticated, costs of proactive defense measures may increase. Further, the Airport could be exposed to litigation,
regulatory enforcement and other legal action as a result of an incident, carrying the potential for damages, fines, sanctions
or other penalties, as well as injunctive relief requiring costly compliance measures. A cyber security incident could also
impact the Airport’s brand, harm its reputation and adversely impact the relationship with the Airport’s customers, airlines,
government partners, and employees. Failure to property address these issues could also give rise to potentially material
legal risks and liabilities. The airlines service the Airport and other Airport tenants, as well as the FAA and TSA, also face
cyber security threats that could affect their operations and finances.

The Airport is proactively addressing this risk by implementing industry best practices including a third party cybersecurity
assessment, cybersecurity training for employees and cybersecurity insurance.

Secondary Market

No assurance can be given concerning the existence of any secondary market in the Bonds or its creation by the
Underwriters. Thus, purchasers of the Bonds should be prepared, if necessary, to hold their Bonds until their respective
maturity dates.

LITIGATION

A number of claims against the City, as well as certain other matters of litigation, are pending with respect to various
matters arising in the normal course of the City’s operations. The City Attorney and the City Management are of the
opinion that resolution of the claims pending will not have a material effect on the City’s financial condition.

CONTINUING DISCLOSURE OF INFORMATION

The Ordinance includes the following agreement by the City for the benefit of the Owners and beneficial owners of the
Bonds. The Ordinance requires the City to observe the agreement for so long as it remains an “obligated person” with
respect to the Bonds. The City agrees in the Ordinance to give notices of any Bond calls and any defeasance that cause
the City to be no longer an “obligated person.” Under the agreement, the City will be obligated to provide certain updated
financial information and operating data annually, and timely notice of certain specified events, to the Municipal Securities
Rulemaking Board (the “MSRB”).

Annual Reports

In the Ordinance, the City agrees to provide certain updated financial information and operating data to the MSRB
annually. The information to be updated includes (i) the portions of the financial statements of the City in APPENDIX
B in this document and (ii) all quantitative financial information and operating data with respect to the City of the general
type included in the main text of this Official Statement within the vatious tables (numbered 1 through 9). The City agrees
to update and provide this financial and operating data as of the end of each Fiscal Year ending in or after 2022 within six
months after the end of each Fiscal Year, and the financial statements within 12 months after the end of each Fiscal Year.
The City is to provide the updated information to the MSRB through its Electronic Municipal Market Access (“EMMA”)
information system.

The City may provide updated information in full in one or more documents or may be included by specific reference to
any document (including an official statement or other offering document) if it is available to the public on the MSRB’s
internet website or filed with the SEC, as permitted by Rule 15¢2-12 (the “Rule”), promulgated by the SEC. The Ordinance
provides that the updated information will include audited financial statements, if the City commissions an audit and it is
completed by the required time. If audited financial statements are not provided at that time, the City is to provide notice
that the audited financial statements are not available and provide unaudited financial information of the type described
in the various tables (numbered 1 through 9) in this Official Statement and “unaudited financial statements” by the required
time, and is to provide audited financial statements for the applicable Fiscal Year, when and if the audit report on the
financial statements becomes available. The term “unaudited financial statements” means unaudited financial statements
and tables described in the previous sentences. Any such financial statements will be prepared in accordance with the
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accounting principles described in APPENDIX B in this document or such other accounting principles as the City may
be required to employ from time to time pursuant to State law or regulation.

The City’s current Fiscal Year is October 1 to September 30. Accordingly, it must provide updated information by Matrch
31 of each year unless the City changes its Fiscal Year. If the City changes its Fiscal Year, it will be required to notify the
MSRB of the change.

Disclosure Event Notices

The City agrees to notify the MSRB, in a timely manner not in excess of ten Business Days after the occurrence of the
event, of any of the following events with respect to the Bonds: (1) principal and interest payment delinquencies; (2) non-
payment related defaults, if material; (3) unscheduled draws on debt service reserves reflecting financial difficulties; (4)
unscheduled draws on credit enhancements reflecting financial difficulties; (5) substitution of credit or liquidity providers,
or their failure to perform; (6) adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or determinations
with respect to the tax status of the Bonds, or other material events affecting the tax status of the Bonds; (7) modifications
to rights of holders of the Bonds, if material; (8) Bond calls, if material, and tender offers; (9) defeasances; (10) release,
substitution, or sale of property securing repayment of the Bonds, if material; (11) rating changes; (12) bankruptcy,
insolvency, receivership or similar event of the City; (13) the consummation of a merger, consolidation, or acquisition
involving the City or the sale of all or substantially all of the assets of the City, other than in the ordinary course of business,
the entry into a definitive agreement to undertake such an action or the termination of a definitive agreement relating to
any such actions, other than pursuant to its terms, if material; (14) appointment of a successor Paying Agent/Registrar or
change in the name of the Paying Agent/Registrar, if material, (15) incurrence of a Financial Obligation of the City, if
material, or agreement to covenants, events of default, remedies, priority rights, or other similar terms of a Financial
Obligation of the City, any of which affect security holders, if material; and (16) default, event of acceleration, termination
event, modification of terms, or other similar events under the terms of a Financial Obligation of the City, any of which
reflect financial difficulties. The City shall notify the MSRB, in a timely manner, of any failure by the City to provide
financial information or operating data by the time required by the Ordinance.

As used in the preceding paragraph, the terms “Business Day” and “Financial Obligation” are defined in the Ordinance.
See “APPENDIX C — SUMMARY OF CERTAIN PROVISIONS OF THE ORDINANCE — Selected Definitions.” As
used in clause (12) above, the phrase “bankruptcy, insolvency, receivership or similar event” means the appointment of a
receiver, fiscal agent or similar officer for the City in a proceeding under the U.S. Bankruptcy Code or in any other
proceeding under state or federal law in which a court or governmental authority has assumed jurisdiction over
substantially all of the assets or business of the City, or if jurisdiction has been assumed by leaving the City Council and
official or officers of the City in possession but subject to the supervision and orders of a court or governmental authority,
or the entry of an order confirming a plan of reorganization, arrangement or liquidation by a court or governmental
authority having supervision or jurisdiction over substantially all of the assets or business of the City. The Ordinance
further provides that the City intends the words used in clauses (15) and (16) above and the definition of Financial
Obligation to have the meanings ascribed to them in SEC Release No. 34-83885 dated August 20, 2018.

Availability of Information

In connection with its continuing disclosure agreement entered into with respect to the Bonds, the City will file all required
information and documentation with the MSRB in electronic format and accompanied by such identifying information as
prescribed by and in accordance with MSRB guidelines. Access to such filings will be provided, without charge to the
general public, by the MSRB at www.emma.mstb.org.

Limitations and Amendments

The City has agreed to update information and to provide notices of certain specified events only as described above. The
City makes no representation or warranty concerning such information or concerning its usefulness to a decision to invest
in or sell Bonds at any future date. In the Ordinance, the City disclaims any contractual or tort liability for damages
resulting in whole or in part from any breach of its continuing disclosure agreement or from any statement made pursuant
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to its agreement, although Owners of Bonds may seek a writ of mandamus to compel the City to comply with its
agreement.

The City may amend its continuing disclosure provisions of the Ordinance from time to time to adapt to changed
circumstances that arise from a change in legal requirements, a change in law, or a change in the identity, nature, status, or
type of operations of the City, if (i) the agreement, as amended, would have permitted an underwriter to purchase or sell
Bonds in the offering described in this Official Statement in compliance with the Rule, taking into account any
amendments or interpretations of the Rule to the date of such amendment, as well as such changed circumstances, and (ii)
either (a) the Owners of a majority in aggregate principal amount of the outstanding Bonds consent to the amendment or
(b) any person unaffiliated with the City (such as nationally recognized bond counsel) determines that the amendment will
not materially impair the interests of the Owners and beneficial owners of the Bonds. The City may also amend or repeal
the continuing disclosure provisions of the Ordinance if the SEC amends or repeals the applicable provisions of the Rule
or a court of final jurisdiction enters judgment that such provisions of the Rule are invalid, but only if and to the extent
that the provisions of this sentence would not prevent an underwriter from lawfully putrchasing or selling Bonds in the
primary offering of the Bonds. If the City so amends the agreement, it has agreed to include with the next financial
information and operating data provided in accordance with its agreement described above under “Annual Reports” an
explanation, in narrative form, of the reasons for the amendment and of the impact of any change in the type of financial
information and operating data so provided.

Compliance with Prior Undertakings

With respect tot the continuing disclosure agreement entered into by Austin-Bergstrom Landhorst Enterprise (“ABLE”),
with respect to its Series 1999A and 1999B Bonds, ABLE did not file its financial statements by the June 30 deadline for
Fiscal Year December 31, 2015. The financial statements were filed on July 19, 2016, and the notice of the failure to file
was filed on September 1, 2017. On June 30, 2017, the City filed update financial information and operating data to reflect
Fiscal Year 2016 information on the first page of the “Water Service Rates” table. The City has implemented procedures
to ensure timely filing of all future financial information and event notices.

TAX MATTERS

The following discussion of certain 