January 13, 2017

REGULAR MEETING CANCELLATION NOTICE
AND
CALL AND NOTICE OF A SPECIAL MEETING OF THE
FINANCE AND ADMINISTRATION COMMITTEE
OF THE
BURBANK-GLENDALE-PASADENA AIRPORT AUTHORITY

The Airport Authority administrative offices will be closed on Monday, January 16,
2017, in observance of Martin Luther King, Jr., Day. Therefore, the regular meeting of
the Finance and Administration Committee scheduled for Monday, January 16, 2017,
at 10:30 a.m., (or immediately following the conclusion of the Authority meeting), in the
Airport Skyroom at Hollywood Burbank Airport has been cancelled.

NOTICE is hereby given that a special meeting of the Finance and Administration
Committee will be held at 10:30 a.m. (or immediately following the conclusion of the

Authority meeting), Tuesday, January 17, 2017, in the Airport Skyroom
of the Hollywood Burbank Airport, 2627 Hollywood Way, Burbank, California 91505.

Terri Williams, Board Secretary
Burbank-Glendale-Pasadena Airport Authority

2627 Hollywood Way e Burbank, California 91505 e (818) 840-8840 e Fax: (818) 848-1173



SPECIAL MEETING
OF THE
FINANCE AND ADMINISTRATION COMMITTEE

Airport Skyroom
Tuesday, January 17, 2017
10:30 A.M. or Immediately Following
the Conclusion of the
Special Airport Authority Meeting

NOTE TO THE PUBLIC: Any disclosable public records related to an open session item on
a special meeting agenda and distributed by the Authority to the Commission less than 72
hours prior to that meeting are available for public inspection at Hollywood Burbank Airport
(2627 Hollywood Way, Burbank) in the administrative office during normal business hours.

As a result of the convening of this meeting of the Finance and Administration Committee,
each Committee member is entitled to receive and shall be provided $200.

vwew

In accordance with the Americans with Disabilities Act of 1990, if you require a disability-
related modification or accommodation to attend or participate in this meeting, including
auxiliary aids or services, please call the Board Secretary at (818) 840-8840 at least 48 hours
prior to the meeting.

AGENDA

Approval of Agenda

Public Comment

Approval of Minutes

a. December 12, 2016 [See page 1]
Treasurer's Reports

a. November 2016 [See page 4]

The Treasurer’s Report for November 2016 is included in the
agenda packet for the Committee’s review.
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5. Presentation of FY 2016 Audited Financial Statements and [See page 27]
Analysis of Financial Results

Staff Report Attached

The Authority’s independent auditor, Macias Gini & O’Connell

LLP (“MGO”) has completed its audits of the Burbank-Glendale-
Pasadena Airport Authority (“Authority”) fiscal year 2016 financial
statements. Enclosed with this staff report is a copy of the audited
Basic Financial Statements for the fiscal years ended June 30, 2016
(“FY 2016”) and 2015 (“FY 2015”). Also enclosed are copies of the
audited Single Audit Reports (audit of federal grant programs),
Passenger Facility Charge Audit Reports, Customer Facility Charge
Audit Reports, Independent Auditor’s Report on Compliance with
Section 6.05 of the Bond Indenture, and the Auditor’s Report to the
Authority Regarding the FY 2016 Audits.

Staff will present each report and provide an overview and analysis
of financial results for the fiscal year ended June 30, 2016. MGO will
present a summary of its audits. Staff seeks a Finance and
Administration Committee recommendation to the Commission

that it note and file these audit reports.

6. Proposed Resolution Approving the 2017 Authority [See page 34]
Investment Policy

Staff Report Attached

Formerly mandated by State law and now currently recommended
under Sections 53646(a)(2) and 53646(h) of the California Government
Code (“Code”), the Commission annually reviews and approves an
investment policy to identify policies and procedures for the prudent
and systematic investment to be followed by the Authority Treasurer
in the exercise of the investment authority delegated to him/her.

The Authority’s Investment Manager, Columbia Management Investment
Advisors LLC (“CMIA”), has opined that the 2016 Authority Investment
Policy, with overall investment criteria of capital preservation (safety)
and liquidity, is solid and conservative and it does not need revisions

at this time. Staff concurs with the CMIA findings and seeks a Finance
and Administration Committee recommendation to the Commission

that it adopt the attached proposed Resolution approving the 2017
Investment Policy (Attachment 1), which reaffirms the current 2016
Investment Policy with no changes.

\AGENDA\FINANCE\1-17-2016



7. Contracts and Leases

a. First Amendment to Lease Agreement for [See page 42]
HERC Rentals, Inc.

o Staff Report Attached

Staff seeks a Finance and Administration Committee (“Committee”)
recommendation to the Commission that it approve the First
Amendment (“Amendment”) to the January 17, 2006, Lease
Agreement (“Lease”) between Herc Rentals, Inc. (“HERC”) and the
Burbank-Glendale-Pasadena Airport Authority (“Authority”) to extend
the current lease for a period of five years effective from February 6,
2017. The lease is for 210,844 square feet of land area including an
87,065 square foot building located on the property at 3111 North
Kenwood Avenue. Under the proposed amendment, the rent will
increase from its current level of $712,612.08 to $798,000 annually.
A copy of the Lease is included in the agenda packet.

8. Items for Information

a. Committee Pending ltems [See page 50]

Current

(1)

First Amendment to Lease Agreement for HERC Rentals, Inc.

Future

(1)
(2)
(3)
(4)
()
(6)
(7)

Award of Aviation Ramp Ground Lease; United Parcel Service, Inc.
Hangar Lease Renewal; GTC Management Services, Inc.

Market Conditions Analysis — Hangar Facilities

New Branding Food & Beverage Concession

FY 2016 Year-End Budget Performance Review

Mid-Year FY 2017 Budget Performance Review

FY 2018 Proposed Budget Development Schedule

9. Other Contracts and Leases

10. Adjournment

\AGENDA\FINANCE\1-17-2016



3.a.

Subject to Approval

MINUTES OF THE SPECIAL MEETING OF THE
FINANCE AND ADMINISTRATION COMMITTEE
BURBANK-GLENDALE-PASADENA AIRPORT AUTHORITY

MONDAY, DECEMBER 12, 2016

A special meeting of the Finance and Administration Committee was called to order on this date
in the Airport Skyroom of the Burbank-Glendale-Pasadena Airport Authority, 2627 Hollywood
Way, Burbank, California, at 9:21 a.m., by Chairman Tornek.

AB 23 Disclosure: The Senior Deputy Executive Director announced that, as a result of the
convening of this meeting of the Finance and Administration Committee, each Committee
member is entitled to receive and shall be provided $200.

ROLL CALL
Present:

Absent:

Also Present:

1. Approval of Agenda

2. Public Comment

3. Approval of Minutes
a. November 14, 2016

b. November 28, 2016

Motion

Motion Approved

MINUTES\FINANCE AND ADMINISTRATION\12-12-16

Commissioners Tornek, Adams and Gharpetian
None

Staff. Frank Miller, Executive Director;

John Hatanaka, Senior Deputy Executive Director;
Kathy David, Deputy Executive Director, Finance
and Administration; Scott Smith, Director of Financial
Services; and Mike Duong, Senior Manager,
Business and Compliance

There were no changes to the agenda.

There were no public speakers.

Draft minutes for the November 14 and 28, 2016,
Finance and Administration Committee meetings
were presented for approval.

Commissioner Adams moved approval of the
minutes.

The minutes were approved (2-0; one abstention) as
presented.



4. Treasurer’s Report

a. October 2016

5. Items for Discussion

a. Aviation Ramp Ground Lease:
Yucaipa Companies, LLC

Motion

Motion Approved

6. Iltems for Information
a. Committee Pending ltems
Current

1) Award of Aviation Ramp Ground
Lease: Yucaipa Companies LLC

Future
1) Award of Aviation Ramp

Ground Lease: United Parcel
Services

MINUTES\FINANCE AND ADMINISTRATION\12-12-2016

The October 2016 Treasurer's Report was included
in the agenda packet.

The Committee accepted the Treasurer's Report and
recommended it be forwarded to the Commission for
its review.

Staff recommended to the Committee that it
recommend to the Commission the approval of a
proposed 3-year Aviation Ramp Ground Lease
(“Lease”) between the Authority and Yucaipa
Companies “(Yucaipa”) for the purposes of parking
its B757 aircraft in Hangar 2, and for the Authority
President to execute said Lease.

Yucaipa, a tenant of the Airport since 1998, currently
has a month-to-month lease in Hangar 2 for 49,223
sq. ft. of ramp space for which it pays $57,212
annually. The proposed Lease is a 3-year lease with
one 3-year extension option and an annual rent of
$60,544 the first year; increasing to $64,974 for the
second year; and increasing by either 3% or 120% of
the Consumer Price Index, whichever is greater, by
the third year. The proposed Lease commences on
January 1, 2017.

Commissioner Adams moved approval of the item.

The motion was approved unanimously (3-0) as
presented.

Please see agenda item 5.a. above.



2) Ground Lease Renewal; Hertz
Equipment Rental Corporation

3) Hangar Lease Renewal; GTC
Management Services Inc.

4) Market Conditions Analysis —
Hangar Facilities

5) New Branding Food &
Beverage Concession

7. Other Contracts and Leases There were no other contracts and leases to be
discussed.
8. Adjournment There being no further business, the meeting was

adjourned at 9:41 a.m.

MINUTES\FINANCE AND ADMINISTRATION\12-12-2016



January 17, 2017

Burbank-Glendale-Pasadena Airport Authority
2627 Hollywood Way
Burbank, CA 91505

Dear Commissioners:

The attached report, covering the month of November 2016, fulfills the legal
requirements of the California Code and our Investment Policy. Based on projected
income and expenses, as well as investment liquidity, there will be sufficient funds
available to meet the needs of the Airport Authority for the six month period
following the date of the attached report.

Sincerely,

[To be signed]

Ross Selvidge, Ph.D.
Treasurer

Attachments

2627 Hollywood Way e Burbank, California 91505 e (818) 840-8840 e Fax:(818)848-1173
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BURBANK-GLENDALE-PASADENA AIRPORT AUTHORITY

NOTES TO SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS
MONTH AND FIVE MONTHS ENDED NOVEMBER 30, 2016 AND 2015

NOTE (1) -

NOTE (2) -

NOTE (3) -

NOTE (4) -

General Comments

The Schedule of Cash Receipts and Disbursements ("Schedule") represents the cash basis activity for the month
and fiscal year-to-date compared to the allocation of the annual adopted budget.

The Schedule consists of two sections: Operating Activity and Facility Improvement/Noise Mitigation Transactions.
Receipts are shown as positive amounts and disbursements as negative amounts. Favorable budget variances
are shown as positive amounts and unfavorable variances as negative amounts. Because this Schedule is on a
cash basis, cash timing differences may contribute to budget variances.

The Operating Activity receipts include charges for services (parking, landing fees and concessions), tenant
rents, fuel flowage fees, other revenues and investment receipts. The Operating Activity disbursements include
costs of services, materials, contracts, personnel and debt service.

Facility Improvement / Noise Mitigation Transactions represent the activity for the Authority's capital program,
which consists of (a) the Sound Insulation Program, (b) Other Facility Improvement Program Projects, and
(c) the Regional Intermodal Transportation Center ("RITC"). The RITC project was completed in FY 2015.

The FY 2017 Capital Program expenditures are primarily funded by the following sources:
— FAA-approved Passenger Facility Charge ("PFC") program receipts/reserves;

~ Grants;

- Facility Development Funds (Authority Reserves).

The notes below provide additional information regarding the performance results detailed in the "Schedule of
Cash Receipts and Disbursements."

A Supplemental Schedule of Cash Receipts and Disbursements reflecting the activities related to the Series 2012
Bond debt service and repayment to the Authority of the loans provided to the Rent-A-Car Companies ("RACs")
for the Regional Intermodal Transportation Center / Consolidated Rental Car Facility is also presented.

Cash Receipts from Operations

Cash receipts from operations are ahead of budget fiscal year-to-date ("FYTD") November due to better than
expected performance primarily in parking, concessions and filming revenues. On the accrual basis, all categories
of operating revenues are favorably ahead of budget in FYTD November by $923,003. See notes 2 through 7 for
additional information regarding operating receipts.

Landing/Fuel Fees

Landing fees are based on landed weight of the aircraft. Fuel fees are charged at a rate of $0.05 a gallon to
non-signatory air carriers for fuel loaded at BUR. Landing fees and fuel fees performed ahead of the budget
forecast FYTD November. Accrual basis revenues for this line item are ahead of budget in FYTD November
by $193,715.

Parking Fees

Parking fee revenues performed ahead of the budget forecast. Accrual basis parking fees are $25,278
ahead of budget FYTD November.

Rental Receipts - Terminal Building

Terminal Building rental receipts exceed the budget FYTD November partially due to the timing of receipts
and additional concession revenues received above the minimum annual guarantee. Accrual basis terminal
building rents are $286,481 ahead of budget FYTD November.

(Continued)
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BURBANK-GLENDALE-PASADENA AIRPORT AUTHORITY

NOTES TO SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS
MONTH AND FIVE MONTHS ENDED NOVEMBER 30, 2016 AND 2015

NOTE (5) -

NOTE (6) -

NOTE (7) —

NOTE (8) -

NOTE (9) -

NOTE (10) —

NOTE (11) -

NOTE (12) -

NOTE (13) -

NOTE (14) -

Rental Receipts - Other Buildings

Other Buildings rental receipts exceed the budget FYTD November partially due to the timing of receipts.
Accrual basis other building receipts are $134,134 ahead of budget FYTD November.

Other Receipts

This category consists primarily of off-airport access fees and film location revenues. Effective October 2016
the Authority implemented a program to establish a $3 drop off fee for TNC activity. This category favorably
exceeds the budget FYTD November primarily due the receipt of these newly established fees (November
receipts $76,041). Accrual basis other receipts are $162,938 ahead of budget FYTD November.

Investment Receipts - Treasurer

This line item represents cash received from the investment of funds. These receipts fluctuate in response to
interest rate and portfolio balance changes and the timing of coupon payments and individual investment
maturities and sales. Accrual basis investment income, including the interest earned on loans to Rent-A-Car
Companies, exceeds the budget FYTD November by $120,457.

Cash Disbursements from Operations

Overall operating disbursements are favorably under budget FYTD November. On an accrual basis operating
disbursements are favorably within budget parameters. See additional information on operating disbursements
in notes 9 through 15.

Administrative Supplies & Costs

This line item includes office supplies, printing, postage and delivery, office equipment service and lease,
recruiting, membership, uniform, Commission meeting, conference and training costs.

Operating Supplies & Maintenance

This line item includes utilities, fuel, general repairs and maintenance, landscaping, supplies and telephone costs.

Contractual Operating Costs

This line item includes various contractual operating costs such as ARFF services, janitorial services, systems
and vehicle repair, parking operations and the TBI Airport Management contract costs.

Contractual Professional Services
This line item includes various professional services such as legal, auditing, noise, financial and insurance.

Wages and Benefits

Wages and Benefits consist of payroll and fringe benefit costs for the Airport Police officers, and include the
impact of the terms of the new Memorandum of Understanding effective February 2014. Wages and benefits
include overtime for film location services which are recovered through the related revenue.

Other Operating Costs

This line item includes public relations/advertising, air service retention, license and permits and bad debt
expense.

(Continued)
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BURBANK-GLENDALE-PASADENA AIRPORT AUTHORITY

NOTES TO SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS
MONTH AND FIVE MONTHS ENDED NOVEMBER 30, 2016 AND 2015

NOTE (15) -

NOTE (16) -

NOTE (17) -

NOTE (18) -

NOTE (19) —

NOTE (20) —

NOTE (21) -

Parking Tax

The 12% City of Burbank parking tax is paid quarterly for the prior three-month period. The amount paid in
October 2016 of $543,031 reflects the parking activity for the months of July, August and September 2016.

Sound Insulation Program

The Sound Insulation program is funded primarily through FAA Airport Improvement Program ("AIP") grants and
and Passenger Facility Charge ("PFC") revenues. In November 2016, the FAA issued a Record of Approval on the
Part 150 Study. Staff will be meeting with the FAA regarding the resumption of the Sound Insulation Program

and future Noise Grant funding.

Other Facility Improvement Program Projects

Several projects account for most of the Other Facility Improvement Program Projects expenditures: Taxiway B
Reconstruction FY 2016 expenditures, Replacement Terminal Project and Emergency Back-Up Generator Project.
The budget variance of $959,603 is due to the timing of projects and payment for FY 2016 accrued costs.

FAA Grants — Other Facility Improvement Program Projects

FAA Grants — Other Facility Improvement Program Projects are budgeted to fund several projects:
Runway 8/26 EMAS Project, Runway 8/26 Rehabilitation Project and the Acquisition of Hollyona Property.

Other Grants

Other grants represent federal grants, other than FAA AIP grants, and local grants that fund or partially
fund the Ground Access Study.

Passenger Facility Charge Receipts/Reserves
A number of capital projects are budgeted to be funded or partially funded by Passenger Facility Charges.

Facility Development Fund (Authority Reserves)

The FY 2017 adopted budget programmed the use of Authority Reserves as a funding source for the airport
share of capital projects.
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STAFF REPORT PRESENTED TO THE
BURBANK-GLENDALE-PASADENA AIRPORT AUTHORITY
FINANCE AND ADMINISTRATION COMMITTEE
JANUARY 17, 2017

PRESENTATION OF FY 2016 FINANCIAL STATEMENTS AND
ANALYSIS OF FINANCIAL RESULTS

SUMMARY

The Authority’s independent auditor, Macias Gini & O’Connell LLP (*“MGQ”) has completed its

audits of the Burbank-Glendale-Pasadena Airport Authority (“Authority”) fiscal year 2016

financial statements. Enclosed with this staff report is a copy of the audited Basic Financial
Statements for the fiscal years ended June 30, 2016 (“FY 2016") and 2015 (“FY 2015"). Also
enclosed are copies of the audited Single Audit Reports (audit of federal grant programs),

Passenger Facility Charge Audit Reports, Customer Facility Charge Audit Reports, Independent

Auditor's Report on Compliance with Section 6.05 of the Bond Indenture, and the Auditor’s

Report to the Authority Regarding the FY 2016 Audits.

The results are summarized below.

e MGO’s “unmodified” opinions are:

o The Basic Financial Statements are presented fairly, in all material respects, in
conformity with generally accepted accounting principles.

o The Authority complied in all material respects with compliance requirements applicable
to its major federal program, the Passenger Facility Charge program and the Customer
Facility Charge program and identified no reportable deficiencies in internal control over

compliance.

o MGO identified no reportable deficiencies in internal control over financial reporting or
compliance that are required to be reported under Government Auditing Standards.

o The Schedule of Expenditures of Federal Awards, Schedule of Passenger Facility

Charge Revenues and Expenditures and Schedule of Customer Facility Charge
Revenues and Expenditures are fairly stated in relation to the Basic Financial
Statements as a whole.

o Based on auditing procedures performed, the Authority complied with the terms,

covenants, provisions or conditions of Section 6.05 (Rates and Charges) to Article VI of

the Bond Indenture, as amended.

Staff will present each report and provide an overview and analysis of financial results for the
fiscal year ended June 30, 2016. MGO will present a summary of its audits. Staff seeks a

Finance and Administration Committee recommendation to the Commission that it note and file

these audit reports.

BASIC FINANCIAL STATEMENTS

The Basic Financial Statements (‘BFS”) of the Authority have been prepared in conformity with

accounting principles generally accepted in the United States of America ("GAAP”). The

Government Accounting Standards Board (“GASB") is the accepted standard-setting body for

establishing accounting and financial reporting principles.

\STAFF REPORTS\FINANCE\1-17-17 PRESENTATION OF FY 2016 FINANCIAL STATEMENTS
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The Government Accounting Standards Board (“GASB”) is the accepted standard-setting
body for establishing accounting and financial reporting principles.

The Authority reports its financial operations as a government enterprise activity, and as
such, its financial statements are presented using the “economic resources” measurement
focus and the accrual method of accounting. Under this method of accounting, revenues
are recorded when earned and expenses are recognized when a liability is incurred,
regardless of the timing of the related cash flows. The measurement focus is on
determination of changes in net position, financial position, and cash flows. Operating
revenues include charges for services, tenant rent, fuel flowage fees and other operating
revenues. Operating expenses include costs of services as well as materials, contracts,
personnel, and depreciation. Grants and similar items are recognized as revenue as soon
as all eligibility requirements for reimbursement of expenses have been met.

The BFS report is composed of three parts:
(i)  The Independent Auditor's Report;

(i) Management’s Discussion and Analysis ("MD&A”"), a narrative overview and analysis
of the Authority’s financial activities; and

(iii) The basic financial statements, consisting of the Statements of Net Position (Balance
Sheets), Statements of Revenues, Expenses and Changes in Net Position (Income
Statements), Statements of Cash Flows and Notes to Basic Financial Statements.

The Independent Auditor's Report reflects an unmodified opinion, indicating that the BFS
present fairly, in all material respects, the financial position of the Authority at June 30, 2016
and 2015, and the change in financial position and cash flows for the years then ended, in
conformity with GAAP. The audits were conducted in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States.

MDG&A is required supplementary information. The discussion and analysis in the MD&A is
intended to serve as an introduction to the Authority’s basic financial statements.

-2-
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A summary of the Statements of Net Position at June 30, 2016 and 2015 is as follows:

Summary Statements of Net Position

June 30, 2016 and 2015
Change
2016 2015 $ %
Current assets $ 30,397,449 $ 29,958,934 $ 438,515 1.46%
Restricted assets 56,908,877 109,049,614 (52,140,737) -47.81%
Facility Development Reserve 167,334,136 101,395,103 65,939,033 65.03%
Bond debt service reserve surety, net 38,615 44 137 (5,522) -12.51%
Capital assets, net 346,025,062 355,714,312 (9,689,250) -2.72%
Total assets 600,704,139 596,162,100 4,542,039 0.76%
Liabilities:
Current liabilities and liabilities
payable from restricted assets 16,913,958 15,809,272 1,104,686 6.99%
Noncurrent liabilities 112,600,118 117,392,377 (4,792,259) -4.08%
Total liabilities 129,514,076 133,201,649 (3,687,573) -2.77%
Deferred inflows of resources —
Deferred amount on refunding of
2005 Bonds 816,073 918,082 (102,009) -11.11%
Net position:
Net investment in capital assets 234,200,550 241,786,162 (7,585,612) -3.14%
Restricted 45,247,384 97,508,510 (52,261,126) -53.60%
Unrestricted 190,926,056 122,747,697 68,178,359 55.54%
Total net assets $ 470,373,990 $ 462,042,369 $ 8,331,621 1.80%

-3-
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A summary of the Statements of Revenue, Expenses and Changes in Net Position for the
years ended June 30, 2016 and 2015 is as follows:

Summary Statements of Revenues, Expenses

and Changes in Net Position

Years Ended June 30, 2016 and 2015
Change
2016 - 2015 $ %

Operating revenues $ 48,893,333 $ 49,114,702 $ (221,369) -0.45%

Operating expenses before depreciation 39,018,761 38,249,302 769,459 2.01%
Operating income before

depreciation 9,874,572 10,865,400 (990,828) -9.12%

Depreciation 18,872,310 19,332,554 (460,244) -2.38%

Operating loss (8,997,738) (8,467,154) (530,584) 6.27%

Nonoperating revenues, net 13,099,068 6,756,139 6,342,929 93.88%

Income before capital contributions 4,101,330 (1,711,015) 5,812,345  -339.70%

Capital contributions 4,230,291 2,142,587 2,087,704 97.44%

Changes in net position 8,331,621 431,572 7,900,049 1830.53%

Net position, beginning of year 462,042,369 461,610,797 431,572 0.09%

Net position, end of year $ 470,373,990 $ 462,042,369 $ 8,331,621 1.80%

-4-
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SINGLE AUDIT REPORTS

The Single Audit Reports present the activity of federal award programs of the Authority for the
year ended June 30, 2015. The Single Audit Reports include:

¢ An unmodified independent auditor's report which indicates that MGO identified no
instances of noncompliance, reportable deficiencies or other matters that are required to
be reported under Government Auditing Standards.

¢ An independent auditor’s report that provides an unmodified opinion on compliance with
compliance requirements applicable to the Authority’s major program and identified no
reportable deficiencies related to compliance for that program. The report also indicated
that the Schedule of Expenditures of Federal Awards is fairly stated in relation to the Basic
Financial Statements as a whole.

¢ Schedule of expenditures of federal awards

¢ Notes to schedule of expenditures of federal awards

e Schedule of Findings and Questioned Costs
No findings or questioned costs were noted.

e Summary Schedule of Prior Audit Findings and Questioned Costs
None noted.

PASSENGER FACILITY CHARGE AUDIT REPORTS

The Passenger Facility Charge Audit Reports present the cash receipts and disbursements of
the Authority's Passenger Facility Charge (“PFC") program. The Aviation Safety and Capacity
Expansion Act of 1990 authorized the local imposition of Passenger Facility Charges and use of
the PFC revenue on Federal Aviation Administration (“FAA") approved projects.

The PFC audit reports include the following:

¢ An unmodified independent auditor’s report, which indicates that: (i) the Authority complied
in all material respects with compliance requirements applicable to the Passenger Facility
Charge program; (ii) MGO identified no reportable deficiencies in internal control over
compliance; and (iii) the Schedule of Passenger Facility Charge Revenues and
Expenditures is fairly stated in relation to the Basic Financial Statements taken as a whole.

e Schedule of Passenger Facility Charge revenues and expenditures

¢ Notes to schedule of Passenger Facility Charge revenues and expenditures

No findings or questioned costs were noted.

CUSTOMER FACILITY CHARGE AUDIT REPORTS

The Customer Facility Charge Audit Reports present the cash receipts and disbursements of
the Authority’s Customer Facility Charge (“CFC”) program. Assembly Bill 491 of the 2001-2002
California Legislature (codified in California Civil Code Section 1936 et seq. (“Code")) authorized
the local imposition of Customer Facility Charges and use of CFC revenue to plan, finance,
design and construct on-airport consolidated rental car facilities (CRCF). The Authority
established the CFC effective December 1, 2009 with adoption of Resolution 429. Based on an
amendment of the enabling legislation for the CFC (S.B. 1192; Chapter 642, Statutes of 2010),
on December 10, 2010 the Authority approved Resolution 439 which repealed Resolution 429
-5-
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authorized the local imposition of Customer Facility Charges and use of CFC revenue to
plan, finance, design and construct on-airport consolidated rental car facilities (CRCF). The
Authority established the CFC effective December 1, 2009 with adoption of Resolution 429.
Based on an amendment of the enabling legislation for the CFC (S.B. 1192; Chapter 642,
Statutes of 2010), on December 10, 2010 the Authority approved Resolution 439 which
repealed Resolution 429 and authorized collection of an alternative CFC, effective July 1,
2011, of $6 per rental car transaction day up to a maximum of five days. Resolution 439
authorized collection of the alternative CFC through the period that any debt related to the
CRCF is outstanding. The Code was further amended on October 4, 2013 by Assembly Bill
no. 359, Chapter 549, Statutes of 2013.

The CFC audit reports include the following:

¢ An unmodified independent auditor’s report, which indicates that: (i) the Authority
complied in all material respects with compliance requirements applicable to the
Customer Facility Charge program; (ii) MGO identified no reportable deficiencies in
internal control over compliance; and (iii) the Schedule of Customer Facility Charge
Revenues and Expenditures is fairly stated in relation to the Basic Financial
Statements taken as a whole.

e Schedule of Customer Facility Charge revenues and expenditures
¢ Notes to schedule of Customer Facility Charge revenues and expenditures

No findings or questioned costs were noted.

-6-
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SECTION 6.05
OF THE BOND INDENTURE

Based on audit procedures performed, MGO identified no instances of noncompliance with
the terms, covenants, provisions or conditions with Section 6.05 (Rates and Charges) to
Article VI of the Indenture dated May 1, 2005,with Bank of New York Mellon Trust Company,
as amended (Bond Indenture), insofar as they relate to accounting matters. The report also
contains a calculation of the rates and charges ratio and the debt service ratio for the year
ended June 30, 2016, as follows:

Rates and Charges Ratio

Pledged revenues $ 51,422,789
Less operating expenses 39,018,761
Net revenues $ 12,404,028
Transfers to Surplus Fund 2,534,501
Net revenues plus transfers to Surplus Fund $ 14,938,529
Deposits and charges:
Accrued debt service $ 4,376,865
Deposits to operating reserve account 373,859
Total deposits and charges $ 4,750,724
Deposits and charges coverage ratio 3.14
Required deposits and charges coverage ratio 1.00
Debt Service Coverage Ratio
Net revenues plus transfers to Surplus Fund $ 14,938,529
Accrued debt service $ 4,376,865
Debt service coverage ratio 3.41
Required debt service coverage ratio 1.25

STAFF RECOMMENDATION

Staff recommends that the Finance and Administration Committee recommend that the
Commission note and file the Basic Financial Statements as of and for the fiscal years
ended June 30, 2016 and 2015; the Single Audit Reports for the year ended June 30, 2016;
the Passenger Facility Charge Audit Reports for the year ended June 30, 2016; the
Customer Facility Charge Audit Reports for the year ended June 30, 2016; the Independent
Auditor’'s Report on Compliance with Section 6.05 of the Bond Indenture; and the Auditor's
Report to the Authority Regarding the FY 2016 Audits.

-7-
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STAFF REPORT PRESENTED TO THE
BURBANK-GLENDALE-PASADENA AIRPORT AUTHORITY
FINANCE AND ADMINISTRATION COMMITTEE
JANUARY 17, 2017

PROPOSED RESOLUTION APPROVING
THE 2017 AUTHORITY INVESTMENT POLICY

SUMMARY

Formerly mandated by State law and now currently recommended under Sections
53646(a)(2) and 53646(h) of the California Government Code (“Code”), the Commission
annually reviews and approves an investment policy to identify policies and procedures for
the prudent and systematic investment to be followed by the Authority Treasurer in the
exercise of the investment authority delegated to him/her.

The Authority’s Investment Manager, Columbia Management Investment Advisors LLC
("*CMIA”), has opined that the 2016 Authority Investment Policy, with overall investment
criteria of capital preservation (safety) and liquidity, is solid and conservative and it does not
need revisions at this time. Staff concurs with the CMIA findings and seeks a Finance and
Administration Committee recommendation to the Commission that it adopt the attached
proposed Resolution approving the 2017 Investment Policy (Attachment 1), which reaffirms
the current 2016 Investment Policy with no changes.

DISCUSSION

The Authority was previously required by Section 53646 of the Code to annually review and
adopt an investment policy for its restricted and non-restricted cash portfolios. The
Legislature amended this statute to make annual investment policy review optional for local
agencies and to declare that no liability is incurred for failure to annually adopt an
investment policy. However, the Legislature strongly recommends and the Authority
believes it is prudent to continue to annually review and adopt an investment policy. The
Authority further requires that CMIA abide by that policy as it makes decisions regarding
changes to the Authority’s investments. The Authority’s investment policy dictates the type
of investment vehicles that are permitted, and maximum allowable percentage of individual
sectors that the Authority can invest in.

For local governments, including the Authority, State law (Code Section 53600 et seq.) sets
forth the types of allowable investments, maximum maturities, maximum concentration of
investments by type of investment and issuer, minimum ratings for certain types of
investments, and how the investments may be held.

The Authority’s investment policy further limits all investments to be more restrictive than the
Code. The restrictions in the Code and the additional limitations in the Authority's
investment policy mitigate the Authority’s interest rate risk, credit risk, concentration of credit
risk, and custodial credit risk related to its various investments.

CMIA continues to diligently review and report on the Authority’s investments in this
challenging economic environment. The Authority has historically favored holding its
investments until they mature. CMIA will continue to bring recommendations to the

\STAFF REPORT\FINANCE\1-17-17 PROPOSED RESOLUTION ADOPTING
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Commission on individual investments and/or the policy as conditions warrant throughout
the year.

Staff and CMIA will discuss the proposed 2017 Investment Policy with the Committee.

STAFF RECOMMENDATION

Staff seeks a Finance and Administration Committee recommendation to the Commission
that it adopt the attached proposed Resolution approving the 2017 Investment Policy.

-2-
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Attachment 1
RESOLUTION NO.

A RESOLUTION OF THE
BURBANK-GLENDALE-PASADENA AIRPORT AUTHORITY COMMISSION
APPROVING THE 2017 AUTHORITY INVESTMENT POLICY

The Burbank-Glendale-Pasadena Airport Authority Commission finds, resolves and
determines as follows:

Section 1. Recitals.

A. Government Code Section 53646 authorizes, but no longer
requires, local agencies to review and approve an investment policy on an annual basis.

B. The Burbank-Glendale-Pasadena Airport Authority (“Authority”)
has a fiduciary responsibility to maximize the use of public funds entrusted to its care, manage
those funds wisely and prudently, and protect those funds from financial catastrophes.

C. The objective and purpose of the Authority’s investment program
is to maintain a level of investment as near 100% as possible, with due consideration given to
such factors as safety, liquidity, yield, and cash flow requirements.

D. The Commission desires to continue its existing policy to review
and approve an investment policy on an annual basis.

E. The Commission desires to continue its existing investment policy
with no changes.

Section 2. 2017 Investment Policy. The Commission hereby adopts the 2017
Investment Policy attached hereto as Exhibit A. Such policy supersedes all prior investment
policies adopted by the Commission.

Section 3. Effective Date. This Resolution shall be effective upon adoption.

Adopted this day of , 2017.

Bill Wiggins, President

Attest:

Zareh Sinanyan, Secretary

STAFF REPORT\FINANCE\1-17-2017 PROPOSED RESOLUTION ADOPTING
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EXHIBIT A
2017 INVESTMENT POLICY

BURBANK-GLENDALE-PASADENA AIRPORT AUTHORITY

This document identifies policies and procedures for the prudent and systematic investment
policy to be followed by the Burbank-Glendale-Pasadena Airport Authority Treasurer in the
exercise of the investment authority delegated to him/her. All of these policies and procedures
are within the statutory guidelines provided for in State law.

The Investment Policy must be renewed annually. The Treasurer must present it in draft form to
the Finance and Administration Committee for its review and approval prior to presentation to
the Authority for its approval.

INVESTMENT MANAGER

The Treasurer may utilize an Investment Manager in the investment management of the
Authority’s portfolio(s). The Investment Manager shall comply with the investment restrictions
contained in Sections 53601, 53601.1, 53601.5 and 53601.6 of the California Government Code
(“Government Code Provisions”) and this Investment Policy. In the event the Investment Policy
is more restrictive than the Government Code Provisions, the Investment Policy shall control.
Further, the Investment Manager shall periodically, but no less than annually, advise the
Treasurer and the Authority on recommended changes to the Investment Policy, including any
required to bring the policy into compliance with the Government Code Provisions.

BASIC POLICY AND OBJECTIVES

Three fundamental criteria shall be followed in the investment program (all investments and
deposits). In order of importance they are:

1. SAFETY. Investments shall be made in a manner that seeks to ensure the preservation
of principal and interest. The Treasurer will evaluate, or have evaluated each
investment, seeking quality in issuer and in the underlying security or collateral. He/she
will also diversify the portfolio to reduce loss exposure. In the investment of idle cash,
the prudent man rule shall be followed. This rule states in essence, that when investing
property for the benefit of another, a trustee shall exercise the judgment and care, under
the circumstances then prevailing, which persons of prudence, discretion and
intelligence exercise in the management of their own affairs, not for speculation, but for
investment, considering the probable safety of their capital as well as the probable
income to be derived. The Treasurer will remain within the policy maximums regarding
asset allocation and maturity guidelines identified on Exhibit A.

2. LIQUIDITY. To the extent possible, investments will be made whose maturities are
compatible with cash flow and will allow for easy and rapid conversion into cash without
any loss of value. The Treasurer’s monthly report to the Authority is to include a
comparison of the actual portfolio to the policy maximums shown on Exhibit A.

3. YIELD. An acceptable rate of return on investments is desirable but only after first
considering safety of principal and liquidity.

-1-
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TYPES OF INVESTMENTS

1.
2.

10.

U. S. Treasuries. These are investments in direct obligations of the U. S. Treasury.

U. S. Agencies. These are obligations of the Federal Home Loan Bank, Federal
National Mortgage Association, Federal Farm Credit Bank, etc.

Time Deposits. Time deposits are to be placed in accordance with the California
Government Code, in those banks and savings and loan associations which meet the
requirements. Deposits must be either insured or secured by Government securities
with a market value of at least 10% in excess of the total amount deposited or real estate
mortgages with a value of at least 150% of the total amount deposited. The latest
available quarterly financial statements will be evaluated to determine whether an
institution meets all the capital levels required by the Financial Institutions Reform,
Recovery and Enforcement Act of 1989 (FIRREA), which are also required by the
Investment Manager prior to placing deposits.

Local Agency Investment Funds. This is a pool of funds managed by the State
Treasurer’s Office and includes only investments that meet the legal requirements.

Bankers Acceptances. Only those bankers acceptances eligible for purchase by the
Federal Reserve System meet eligibility requirements.

Commercial Paper. Only commercial paper of prime quality of the highest ranking or of
the highest letter and numerical rating as provided by Moody’s Investors Service or
Standard and Poor’s may be purchased (A-1/P-1). To be eligible for purchase,
commercial paper may not exceed 270 days maturity nor represent more than 10% of
the outstanding paper of an issuing corporation. Purchases of commercial paper may
not exceed 15% of each agency’s surplus money which may be invested.

Repurchase Agreements. These are a purchase of securities (any of the investments
authorized under the Government Code) pursuant to an agreement by which the seller
will repurchase such securities on or before a specified date, or on demand of either
party, and for a specified amount.

Money Market Funds. Funds will consist of U.S. Treasury securities only.

Corporate Medium Term Notes. The Corporate Notes must be issued by corporations
organized and operating within the United States or by depository institutions licensed by
the United States or any state and operating within the United States that are rated A or
better by a nationally recognized rating service (Government Code Section 53601(j)).
Purchase requires approval of the Authority Director of Financial Services and the
Treasurer.

Negotiable Certificates of Deposit. These are negotiable investments evidencing a time
deposit made with a bank at a fixed rate of interest for a fixed period of time. These
investments are liquid and are traded in the market place. The long term rating of the
issuing institution must be A or higher.

In the event a security is downgraded below the minimum authorized rating, the Investment
Manager will notify the Airport Authority of the downgrade with a recommendation on the
disposition of the security. The Airport Authority will provide written instructions to the
Investment Manager regarding the disposition of a security that is below the minimum
acceptable rating.

-2
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MATURITY LIMITATIONS

The Authority’s weighted average maturity goal during any calendar year will be established
based on the recommendations of the Investment Manager and may be reviewed and adjusted
at any time based on the recommendations of the Investment Manager.

For purposes of this policy, the “A” category will include Standard & Poor’s ratings of “A+", “A”
and “A-“; Moody'’s Investor Services ratings of “A1”, “A2" and “A3”; and Fitch Ratings of “A+", “A”
and “A-".

PURCHASE OF SECURITIES/DEPOSITS

Transactions shall be made with reputable banks and brokers who are experienced,
knowledgeable and offer service. Before placing deposits, comparisons of at least three eligible
financial institutions shall be obtained. The brokers approved by the Investment Manager
(Columbia Management investment Advisors LLC) will be utilized.

PAYMENT FOR SECURITIES AND SAFEKEEPING

All securities purchased shall be delivered against payment (DVP), and held in safekeeping as
evidenced by safekeeping receipts.

PORTFOLIO DIVERSIFICATION

To maintain a diversified portfolio, a maximum percentage limitation has been set for each type
of investment. If an investment percentage-of-portfolio limitation were to be exceeded due to an
incident, such as fluctuation in portfolio size, the affected investments may be held to maturity to
avoid losses or if no loss is indicated, the Treasurer may reconstruct the portfolio if in his/her
judgment it appears prudent, taking into consideration the expected length of time to bring the
portfolio back into balance.

INVESTMENT RESOURCES

Information concerning investment opportunities and market developments will be gained by
maintaining contact with the financial community and the media.

CASH MANAGEMENT

Cash will be invested as close to 100% of collected funds as possible taking into consideration
cash flow information given to the Treasurer.

REPORTING REQUIREMENTS
The Treasurer shall annually submit to the Airport Authority a statement of investment policy.

The Treasurer shall submit a monthly report, that meets all Government Code requirements, to
the Airport Authority showing the type of all investments, including any made and maturing
between monthly reports, showing institution, date of maturity, amount of deposit or cost of
security, current market value of all securities with a maturity of more than 12 months, rate of
interest, statement relating the report to the Statement of Investment Policy, statement that
there are sufficient funds to meet the next six months obligations, and such data as may be
required by the Airport Authority.

-3-
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INTERNAL CONTROLS

A system of internal controls shall be established and documented in writing. The controls shall
be designed to prevent losses of public funds arising from fraud, employee error,
misrepresentation of third parties, unanticipated changes in financial markets, or imprudent
actions by employees and officers of the Government Agency.

-4 -
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EXHIBIT A
PORTFOLIO GUIDELINES

INVESTMENTS MAXIMUM AMOUNT MAXIMUM MATURITY

- -
U.S. Agency Securities 70% 5 YEARS
Corporate Term Notes 30% (note 1) 5 YEARS
Local Agency Investment Fund $20 MILLION N/A
Bankers Acceptances 15% (note 1) 6 MONTHS
ggg;r\slﬁgotiable Certificates Of 15% (note 1) 5 YEARS
g:rg)gtsi;ble Certificates Of 15% (note 1) 5 YEARS
Commercial Paper 15% (note 1) 9 MONTHS
Repurchase Agreements 10% 1 YEAR
Money Market Funds (note 2) 15% N/A
U.S. Treasury Securities NO LIMIT 5 YEARS
Footnotes: (1) Maximum amount of any one issuer is 5%.

(2) U.S. Treasury obligations only.

-5.
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7.a.

STAFF REPORT PRESENTED TO THE
BURBANK-GLENDALE-PASADENA AIRPORT AUTHORITY
FINANCE AND ADMINISTRATION COMMITTEE
JANUARY 17, 2017

FIRST AMENDMENT TO LEASE AGREEMENT FOR
HERC RENTALS, INC.

SUMMARY

Staff seeks a Finance and Administration Committee (“Committee”) recommendation to the
Commission that it approve the First Amendment (“Amendment”) to the January 17, 2006,
Lease Agreement (“Lease”) between Herc Rentals, Inc. (*HERC") and the Burbank-
Glendale-Pasadena Airport Authority (“Authority”) to extend the current lease for a period of
five years effective February 6, 2017. The lease is for 210,844 square feet of land area
including an 87,065 square foot building located on the property at 3111 North Kenwood
Avenue. Under the proposed amendment, the rent will increased from its current level of
$712,612.08 to $798,000 annually.

BACKGROUND

In December 2010, HERC, formerly known as Hertz Equipment Rental Corporation,
assumed the business interests of 24/7 Studio Equipment, Inc. (“Studio”) and has had been
a tenant at Hollywood Burbank Airport (“Airport”) since 2006. HERC is a specialty equipment
rental company serving the movie and television industries and provides boom lifts, scissor
lifts, fork lifts and related construction and industrial equipment.

The current lease expired on May 16, 2016, and HERC is now in a holdover status as Staff,
CBRE, HERC and its real estate representative, Collier International, negotiated an
extension. The leased premises includes the building and land located at 3111 North
Kenwood Avenue in the City of Burbank

BROKER'S FEES

As stated earlier, both parties had separate real estate broker representation for the lease
amendment. The Authority was represented by CBRE with HERC represented by Colliers
International. Under the terms of the Real Estate Services Agreement, the brokers are
entitled to be compensated in the amount $211,834.52 based on 5% of $4,236,690, the total
value of the contract over five years including a 3% annual adjustment for each year for their

respective roles in this transaction upon execution of the Amendment. This amount is to be
split between both CBRE and Collier International.

DETAILS
Key components of the proposed amendment are as follows:
Term: Five (5) years with one five (5) year extension option

Commencement: February 6, 2017

STAFF REPORTS\FINANCE\1-17-17 FIRST AMENDMENT TO LEASE AGREEMENT FOR
HERC RENTALS, INC.
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Rent: $66,500/Monthly ($798,000 Annually)
Adjustment: Greater of 3% or 120% of CPI, with a maximum of 4% annually.

Premises: 210,844 square feet of improved land which including an 87,065
square foot building

Security Deposit: Four (4) month’s rent ($266,000)
Broker Commission: $211,834.52

A copy of the proposed amendment is attached.

IMPACT ON REVENUE

The proposed Amendment will maintain a tenant in good standing as well as increase gross
non-aviation revenues for the Authority by $85,387 per year, subject to annual rental
adjustments in future years.

STAFF RECOMMENDATION

Staff seeks the Committee’s recommendation to the Commission that it approve the First
Amendment to the Lease with Herc Rentals, Inc., and that the Executive Director be
authorized to execute such amendment.

-2
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FIRST AMENDMENT TO LEASE AGREEMENT

This FIRST AMENDMENT TO LEASE AGREEMENT (this "Amendment") is dated as of
December 20, 2016 and is entered into by and between the BURBANK-GLENDALE-
PASADENA AIRPORT AUTHORITY, a public entity formed under a joint exercise of powers
agreement among the Cities of Burbank, Glendale and Pasadena, California, pursuant to the California
Joint Exercise of Powers Act ("Landlord"), and HERC RENTALS, INC. (formerly known as HERTZ
EQUIPMENT RENTAL CORPORATION), a Delaware corporation (“Tenant”).

RECITALS

A. Landlord and 24/7 STUDIO EQUIPMENT, INC. entered into a Lease Agreement
dated January, 2006 (the "Lease”). The tenant’s interest in the Lease was then assigned to Tenant.

B. The term of the Lease expired on May, 2016 and the Lease then became a month-to-
month tenancy.

C. Landlord and Tenant desire to amend the Lease as hereafter set forth.

D. Capitalized terms used but not defined herein shall have the meaning set forth in the
Lease.

THEREFORE, in consideration of the foregoing recitals, the mutual terms set forth
below, and other consideration, the sufficiency of which is hereby acknowledged, the parties
hereto hereby agree as follows:

1. Extension of Term; Option to Further Extend, The term of the Lease is hereby extended
to February 6, 2022. Tenant shall have the right to further extend the term upon and subject to
the terms and conditions in Section 2.2 of the Lease (which contemplates one (1) five year
extension; consequently, said extension would expire on February 6, 2027).

2. Rent. On February 6, 2017, Section 3.1 shall be automatically deleted and the following
shall be substituted in lieu thereof:

“3.1 Annual Base Rent

3.1.1 Commencement: Amount.

Commencing on February 6, 2017, Tenant shall pay to Landlord, without
setoff or deduction, annual rent in the amount of Seven Hundred Ninety-Eight Thousand and
00/100 Dollars ($798,000) per Annual Period (“Annual Base Rent”), as adjusted on each
Adjustment Date pursuant to Section 3.1.3.

3.1.2 Payment of Monfhly Rent.

The Annual Base Rent-shall be payable in twelve (12) equal monthly
installments of Sixty-Six Thousand Five Hundred and 00/100 Dollars ($66,500.00), in advance,
without prior demand, and without offset or deduction, and continuing thereafter on the fitst day

-1-
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of each month during such Annual Period.

12285-0008\1906490v3.doc

3.13

Adjustments.
3.1.3.1 Definitions.

@

(i)

(ii)

@iv)

The term “Adjustment Date” shall mean the first day of
each Annual Period including during any holdover tenancy
permitted by Landlord after the Expiration Date.

The term “Adjustment Index” shall mean the Consumer
Price Index most recently published and available to the
public on each Adjustment Date.

The term “CPI Increase” shall mean one hundred and
twenty percent (120%) of the percentage increase in the
“Consumer Price Index” (as defined below) during the
preceding twelve (12) month period, as applicable, prior to
an Adjustment Date, but the CPI Increase shall in no event
be greater than four percent (4%) nor less than three
percent (3%). To determine the CPI Increase, the applicable
Adjustment Index shall be compared with the applicable
Prior Index. If the Adjustment Index has increased over the
Prior Index, the CPI Increase, expressed as a percentage
(carried to the third decimal place and rounded up if the
third decimal place is -.005 or greater and rounded down if
the third decimal place is less than .005), shall be
determined by subtracting the Prior Index from the
Adjustment Index and dividing the result by the Prior Index
and then multiplying the quotient by one hundred twenty
(120).

The term “Consumer Price Index” shall mean the
Consumer Price Index for All Urban Consumers for the
Los Angeles-Anaheim-Riverside statistical area (CPI-U)
(1982-84 =100) published by the United States Department
of Labor, Bureau of Labor Statistics. In the event the
Consumer Price Index is changed so that the base year
differs from that used for the Prior Index, the Consumer
Price Index or the Prior Index, as applicable, shall be
converted in accordance with the conversion factor
published by the United States Department of Labor,
Bureau of Labor Statistics. In the even the Consumer Price
Index is discontinued or revised during the term of this
Lease, such other governmental index or computation with
which it is replaced shall be used.
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W)

(vi)

The term “Fair Market Rent” shall mean the fair market
rent for the Leased Premises, determined in accordance
with the procedures set forth in Section 3.1.3.3, assuming:
(a) the use of the Leased Premises by the Tenant is the
highest and best use permitted by applicable general plan
and zoning ordinances of the City of Burbank in effect as
of the date of determination of Fair Market Rent; (b) the
Leased Premises are unimproved, except for any Existing
Improvements as of the Commencement Date and not
demolished thereafter; (c) the Leased Premises are
unencumbered by this Lease; (d) FAA or TSA safety
standards which affect development of the Leased Premises
by establishing building restriction lines and height
limitations or other restrictions on development, as in effect
as of the date of determination of Fair Market Rent, are
applicable; (¢) any Landlord policies regarding
development of comparable real property at the Airport in
effect as of the date of determination of Fair Market Rent
are applicable; and (f) the market areas for determining
comparable values shall be the Southern California
commercial and ' industrial market areas that are in
proximity to the Airport.

The term “Prior Index” shall mean the Consumer Price
Index used as the Adjustment Index on the ‘prior
Adjustment Date (or in the case of the first adjustment, the
Consumer Price Index most recently published prior to the
Commencement Date).

3.1.3.2 Adjustments.

@

(if)

On each Adjustment Date, except the Adjustment Date that
occurs in 2022 that will apply only if Tenant exercises its
Extension Option, the Annual Base Rent for the Annual
Period that commences on the applicable Adjustment Date
and the subsequent Annual Period shall be the CPI Increase
as defined in Section 3.1.3.1(iii).

On the Adjustment Date that occurs in 2022 applicable
with the Tenant exercise of the Extension Option, the
Annual Base Rent shall be increased to the higher of (a) the
Annval Base Rent payable during the immediately
preceding Annual Period as adjusted by the CPI Increase as
defined in Section 3.1.3.1(iii), or (b) the Fair Market Rent
as described in Section 3.1.3.1(v).
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3.1.3.3 Procedures for Determining Fair Market Rent for Extension

)

(if)

(iif)

@)

Term Adjustment,

During the first sixty (60) days of the one hundred eighty
(180) day period preceding the Adjustment Date that occurs
in 2022, Landlord and Tenant shall attempt to agree, in
good faith, upon the amount of the Fair Market Rent.

If Landlord and Tenant are unable to agree upon the
amount of the Fair Market Rent within such sixty (60)
days, then during the next thirty (30) days of the one
hundred eighty (180) day period, Landlord and Tenant shall
each-select an appraiser, who shall be an independent real
property appraiser having at least ten (10) years experience
in the appraisal of commercial and industrial real property
in Southern California and who shall be a member of a
professional organization such as the American Institute of
Appraisers or the Society of Industrial Real Estate
Appraisers or their professional equivalent (a “Qualified
Appraiser”). The two (2) designated Qualified Appraisers
shall designate a third Qualified Appraiser within fifteen
(15) days of the later of their respective designations. If
either Landlord or Tenant shall fail to designate timely a
Qualified Appraiser, then the Qualified Appraiser
designated by the other shall act as a single Qualified
Appraiser. Landlord and Tenant may shorten or extend any
of the time periods described in this Section 3.1.3.3(ii) by
mutual written consent. '

Within thirty (30) days after the designation of either a
single Qualified Appraiser or of the third Qualified
Appraiser pursuant to Section 3.1.3.3(ii), the three (3)
Qualified Appraisers or the single Qualified Appraiser, as
applicable, shall each make a determination in writing of
the Fair Market Rent. If three Qualified Appraisers have
been designated, the Fair Market Rent shall be the
arithmetic average of the two (2) out of three (3)
determinations of Fair Market Rent that are closest in
amount, and the remaining determination shall be
disregarded. If the high and low determinations of Fair
Market Rent are equidistant in amount from the middle
appraisal, the amount of the middle appraisal shall be the
Fair Market Rent.

Upon determination of the Fair Market Rent either by
Landlord and Tenant or by the Qualified Appraisers, the
Fair Market Rent so determined shall be compared to the

A




amount of the Annual Base Rent payable during the
immediately preceding Annual Period as adjusted by the
CPI Increase as defined in Section 3.1.3.1(iii), and the
higher amount shall be the Annual Base Rent for the
Annual Period that commences in 2022, subject to future
adjustments as provided in Section 3.1.3.2. Landlord shall
give written notice to Tenant of the such Annual Base Rent.

3,1.4 Effect of Failure to Give Adjustment Notice.

In the event that Landlord fails to give notice to Tenant of any adjustment
in the Annual Base Rent hereunder, including notices based upon applicable CPI Increases or
Rent Determination Notices, Tenant shall continue to pay the Annual Base Rent due prior to the
applicable Adjustment Date until such time as Landlord gives notice of adjustment of the Annual
Base Rent. Upon receipt of Landlord’s notice of adjustment, Tenant shall pay immediately to
Landlord all amounts that would have been payable by Tenant had Landlord given timely
notice.”

3. Approval of Plans. The last sentence of Section 6.1.2 of the Lease is hereby
deleted.

4, Security Deposit. Prior to February 6, 2017, Tenant shall replace the letter of
credit described in Section 17 (or amend such letter of credit) to increase the amount thereof to
$266,000 and shall deliver the new letter of credit (or amendment) to Landlord. Such new letter
of credit or amendment shall otherwise comply with the terms of said Section 17.

5. Brokers, Any commission owing by Landlord to CBRE, Inc. in connection with
this Amendment shall be paid by Landlord pursuant to a separate agreement between Landlord
and CBRE, Inc., Landlord and Tenant each warrants that except for CBRE, Inc. and Colliers
International, it has not had any dealings with any real estate broker or agent in connection with
this Lease, and Landlord and Tenant each agrees to defend, indemnify and hold the other
harmless from and against any and all Claims for any compensation, commissions or other
charges by-any finder or any other real estate broker or agent. The parties acknowledge that
Colliers International is Tenant’s broker and that Collier’s International will need to make
arrangements with CBRE, Inc. to be paid from the commission paid by Landlord to CBRE, Inc.

6. No Other Changes. Except as expressly modified herein, all of the terms of the
Lease shall remain in full force and effect.

12285-0008\1906490v3.doc

48



IN WITNESS WHEREOF, this Amendment has been executed by the undersigned as of
the date first written above.

LANDLORD: BURBANK-GLENDALE-PASADENA
AJRPORT AUTHORITY, a public entity

By:
" Frank Miller
Executive Director

TENANT: HERC RENTALS INC.
| By: /M\A‘jﬁ b, Q\—\
0V

Print Name: Q\\fi&i\‘a\\. g Qmw\.'w\fg‘\hm

Title: Sevioc \ice Cresidows, CHRe
Daded: 12l
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8.a.

BURBANK-GLENDALE-PASADENA AIRPORT AUTHORITY
FINANCE AND ADMINISTRATION COMMITTEE

JANUARY 17, 2017
COMMITTEE PENDING ITEMS

Current

1.

First Amendment to Lease Agreement for
HERC Rentals, Inc.

Future

1.

Award of Aviation Ramp Ground Lease;
United Parcel Service, Inc.

Hangar Lease Renewal; GTC Management Services, Inc.
Market Conditions Analysis — Hangar Facilities

New Branding Food & Beverage Concession

FY 2016 Year-End Budget Performance Review
Mid-Year FY 2017 Budget Performance Review

FY 2018 Proposed Budget Development Schedule

/STAFF REPORTS/FINANCE COMMITTEE/1-17-2017 PENDING ITEMS
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