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MINUTES OF THE BOARD OF DIRECTORS REGULAR MEETING
3:00 p.m., Thursday, March 28, 2013
GIAA TERMINAL CONFERENCE ROOM #3

1. CALLTO ORDER AND ATTENDANCE

Chairman Francisco G. Santos called the A.B. Won Pat International Airport Authority,
Guam {GIAA) regular meeting to order at 3:06 p.m. The presence of Directors is noted
as follows: Jesus Q. Torres, Vice Chairman, Rosalinda A. Tolan; Martin J. Gerber; Edward
G. Untalan, and Lucy M. Alcorn. Also present were Charles H. Ada I, Executive Manager,
Peter Roy Martinez, Deputy Executive Manager, Carlos P. Bordallo, Acting Comptroller,
Frank R. Santos, Business and Financial Consultant, Janalynn C. Damian Esq., and
Michael A. Pangelinan Esq., Legal Counsel.. The Chairman welcomed the presence of
Airport Tenants, stakeholders, and members of the public who are noted in a sheet
made as an attachment to the minutes.

2. APPROVAL OF AGENDA

Vice Chair Torres made motion to approve the agenda as presented, seconded by
Director Tolan; motion carried.

3. APPROVAL OF MINUTES
A. February 28, 2013 Board Regular Meeting

Director Untalan made motion to approve the minutes, subject to correction, seconded
by Director Alcorn; motion carried.

4. CORRESPONDENCE

Chairman called upon Executive Manager to present any correspondence. The Executive
Manager informed the Board that in January 2013 the Federal Aviation Administration
(FAA) received a letter at the Honolulu Airports District Office regarding allegations in
reference to GIAA's Lease Agreement with Pac Air and its operations. Executive
Manager went on to say that GIAA has been in extensive discussion with the FAA
regarding this issue. In closing, the Executive Manager informed the Board that a letter
dated March 27, 2013 was received stating that GIAA did not violate any federal
regulations, and the matter is now considered closed.
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Copies were provided for the Board’s information.
5. MATTERS FOR BOARD RATIFICATION/APPROVAL

A. Approval of Award for Specialty Retail Concession Multi Concepts RFP No.
GIAAQL1Q-FY12

Chairman Santos disclosed for the record that there have been some media reports
relating to the trip to Korea for the inaugural flight of leju Air in September 2012, that
both the Chairman and Director Tolan attended. Although there were statements of
supposed gifts received by the Chairman and Director, he stated that he did not believe
there were any ethical violations. However, to avoid the appearance of any wrong doing,
and to maintain the publics’ confidence and integrity of the solicitation process, the
Chairman chose to abstain from participating in any discussions or votes relating to this
particular RFP. The Chairman requested the item be chaired by Vice Chair Torres. At this
time, Director Tolan also chose to abstain and removed herself from any discussion or
vote on this item. As there were no objections from the members, the meeting
proceeded with Vice Chairman Torres presiding.

Acting Chairman Torres called for an open discussion regarding the RFP. Legal Counsel,
Michael A. Pangelinan informed the Board that after the two Directors abstained, there
is still a guorum of four {4) Directors for today’s meeting. The Board’s By-Laws refer to
Robert’s Rules of Order to determine how a Board will pass an agenda item, and states
that a majority vote will pass an agenda item. The By-Laws also state that the Chairman
of the meeting shall only vote if the vote could affect the outcome. Board members
discussed and reiterated the voting process and the number of votes needed to pass the
agenda item. Director Untalan suggested the Board proceed with the Executive
Managers presentation before discussing voting numbers in depth.

Executive Manager informed the Board that the Airport issued a Request For Proposal
seeking a qualified concessionaire to develop, construct and operate a high quality
specialty retail concession at the main passenger terminal featuring branded
merchandise products using exciting and innovative marketing and merchandising
techniques to enhance the terminal environment and to appeal to the traveling public.
The RFP was advertised in the Pacific Daily News July 19, 23, and 25, 2012; and in the
Marianas Variety July 19, 23, and 30, 2012, The deadline to submit proposals was
originally September 21, 2012 but was extended to October 17, 2012 due to an
amendment to the RFP. The Manager reported that eight (8) firms obtained RFP
packages, however only four (4) firms submitted proposals before the established
deadline. To maintain the confidentiality requirement of the procurement law, each of
the proposers were randomly assigned a letter designation. An evaluation committee
was established, and as a result of the tabulation of scores, the order of ranking is as
follows:
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1. Proposer ‘A’
2. Proposer ‘D’
3. Proposer 'C’
4, Proposer ‘B’

Management requests that the Board of Directors approve the ranking results of the
highest ranked proposer, being proposer ‘A’, and that proposer ‘A’ be awarded the
Specialty Retail Concession Agreement. Acting Chairman Torres called for any Board
member that would like to comment or discuss the RFP that the Executive Manager
presented. Director Untalan inquired about the random letter designation, to which
Legal Counsel Damian responded that the letter designation was in the order of how the
proposals were received. Director Untalan asked how it was handled afterwards, and
was the evaluation committee and Executive Manager aware of the results? Ms. Damian
responded stating yes, the Executive Manager was aware of the evaluation results.
Director Untalan went on to ask if there was a third party that assisted the evaluation
committee with conducting a review of the financial analysis. The Executive Manager’s
response was yes, there was a third party that assisted, and it was an off-island
consultant. Director Untalan inquired if the off-island consultant gave a
recommendation or just provided an analysis? The Executive Manager informed the
Board that there was no recommendation, purely analytical. Discussion followed with
Acting Chairman Torres questioning the assignment of the random letter designation,
leaving the names of the proposers confidential. He stated that the Airport has never
done this before, and found the process to be questionable.

At this time, a recess was suggested. Director Untalan made motion to recess and
convene the regular meeting after the recess, seconded by Director Alcorn; motion
carried. The Board recessed at 3:54 p.m.

After recess, the regular meeting convened at 4:11 p.m.

Director Untalan stated he would like to make a motion that the item be tabled, so that
Legal Counsel may be able to review all of the matters that were raised accordingly,
seconded by Director Alcorn. Discussion followed with Mr. Pangelinan informing the
Board that Counsel would like to do an analysis and come up with a recommendation on
how to proceed with this matter. As there were no further discussions, the motion was
duly carried.

B. Approval of Board Resolution No. 23-02: Extension of the Agreement for Legal
Services with Calvo Fisher & Jacob LLP and the Agreement for Legal Services with
Teker Torres & Teker

The Executive Manager stated that item (B) is a Board Resolution relative to consenting
to the Extension of the Agreement for Legal Services with Caivo Fisher & Jacob {Legal
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Counsel) and Teker Torres & Teker now known as Torres Law Group {Conflict Counsel).
Agreements were entered into with both firms in May 2010. Director Tolan inquired on
the number of Conflict Counsels providing services to GIAA. Executive Manager replied
stating there are currently two (2) Conflict Counsels providing services, Attorney Tom
Fisher and Torres Law Group. Ms. Arriola also added that Torres Law Group is on a one
(1) year contract and only handle particular matters; unless Conflict Counsel, Tom Fisher
has a conflict, in which case Torres Law Group will then provide services. Director Tolan
made motion to approve Board Resolution No. 13-02, which extends the term of the
Agreement for Legal Services between GIAA and Calvo Fisher & Jacob, LLP for a period
of year, commencing on March 23, 2013; and the Agreement for Legal Services between
GIAA and Torres Law Group, commencing on March 1, 2013, The motion was seconded
by Director Gerber; motion carried.

€. Ratification of Disbursements

Vice Chair Torres made a motion to ratify payments above the $50,000.00 threshold
made to vendors for the period of February 27, 2013 — March 26, 2013, seconded by
Director Untalan; motion carried.

6. OLD BUSINESS
A.  Executive Manager’'s Report

The Executive Manager presented brief reports on various issues and announcements
relating to Airlines, System Upgrades and a number Legislative Issues, to include Bill 60-
32; an act to create the “Made in Guam” business incubator program within the GIAA.
The incubator program gives opportunities to small businesses to provide “Made in
Guam” products at the Airport. The Executive Manager reported that some concerns
were raised regarding Bill 60-32, which he had transmitted to Senators and the
Oversight Chairman. He went on to state that written testimony will be provided by
GIAA during the Public Hearing scheduled for the upcoming Monday. Vice Chair Torres
requested for a copy of the written testimony.

The Executive Manager announced that a representative from FAA’s Airport District
Office will be meeting with Management and Division Heads on April 15 and 16, 2013 to
discuss project updates and general compliance. Also, scheduled for April 28, 2013 FAA
will conduct their annual certification inspection of Guam Airport facilities; along with
reviews of re-certifications, record-keeping and documentation, there will also be
inspections of the airfield, runways, aprons and safety areas.

The Manager reported that under the LEO Reimbursement Program, GIAA was awarded
$1,051,200.00 to fund three {3) years of services. Effective April 1, 2013, approximately
$350,000.00 per year for Airport Police services at the TSA checkpoint.
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B. Financial Report

For the Board’s information, Carlos P. Bordallg, Acting Comptroller presented the
financial report as of February 28, 2013. Director Gerber noted the 80.8% increase over
the budgeted amount for the Net Revenues from Operations and commended the
Comptroller for the report.

C. legal Counsel’s Report

Legal Counsel recommended that discussions regarding litigation matters be reported
during Executive Session. The Board had no objection.

D. Tenant Matters
No Tenant Matters reported.
E. Status on Capital Improvement Programs

Mr. Frank Santos presented the UDO analysis, reporting that the Airport received
approval to advertise for Phase 2 of the Runway Rehabilitation Project. A Notice to
Proceed is expected to be issued for the Noise Mitigation Project in April 2013, which
will be another twenty-eight homes to be sound-proofed. Mr. Santos reported that
“Grant Season” is approaching and from May — June GIAA will be working with the FAA
with regard to what grants to anticipate for Fiscal Year 2013. Mr. Santos informed the
Board that GIAA has been working with GEDA regarding the proposed bond refunding
and he will provide a detailed report at the next regular Board meeting. Director Tolan
inquired on the Air-conditioning systems and installation, if it was completed. Mr.
Santos replied, stating that it is expected to be completed by May 2013.

7. NEW BUSINESS
No New Business presented.

3. EXECUTIVE SESSION
The Chairman announced that the Board will recess and convene Executive Session after
the recess. Vice Chair Torres made motion to recess and convene Executive Session
after the recess, seconded by Director Tolan; motion carried. The Board recessed at 4:42

p.m.

Chairman Santos called Executive Session to order at 4:59 p.m. Executive Session
adjourned at 5:10 p.m., at which time the Board reconvened the regular meeting.
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9. PUBLIC COMMENTS

The Chairman called upon any public member wishing to make comments. There was no
response.

10. ADJOURNMENT

The Chairman announced that the next regular meeting is scheduled for Thursday, April
25, 2013, Director Untalan made a motion to adjourn the meeting, seconded by Director
Tolan; motion carried. The meeting adjourned at 5:14 p.m.

Respectfully submitted,

AN

\_/‘\
Amanda (O’Brien-Rios

Board Secretary

APPROVED:
\—Wf 0Sjoi /=
FRANCISCO G. SANTOS Date

Chairman of the Board

Attachment
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1. Call to Order and Attendance
2. Approval of Agenda
3. Approval of Minutes
A. February 28, 2013 Regular Meeting
4, Correspondence

5. Matters for Board Ratification/Approval

A. Approval of Award for Specialty Retail Concession Multi Concepts RFP No.
GIAAQ10-FY12 _

B. Approval of Board Resolutions No. 13-02 and 13-03: Extension of the
Agreement for Legal Services with Calvo Fisher & Jacob, LLP {Legal Counsel),
and Teker Torres & Teker {Conflict Counsel)

C. Ratification of Disbursements

6. Old Business

A. Executive Manager’s Report

B. Financial Report

C. Legal Counsel’s Report

D. Tenant Matters

E. Status of Capital Improvement Programs
7. New Business
8. Executive Session
9. Public Comment(s}
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10. Adjournment
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Pollce oﬂlcers plead not gullly m Blue House case,.' |
Court jur/sdxctron debated -

By Gemldlne Ca!tllln
geraldma@mvguam com
mda!y News Sraﬂ'

. TWOpohceoﬁ'cersunphcnlud
~ in{he Biué House Lounge pros-
-titution .and kldnappmg cnse

yeslerday pied not guilty 1o a

“set of flew charges contabned in.
a lhm.I superseding md:clment_

in SuPenor Court,

. Officers David Manila: and
Amhuny Quenga appearéd for

an arrdignment before, Magis- -

trate Judge Alberto Tolentino
" and .waived a reading of the
. indictment, pleading not guilty
1o 1he charges and reguesting a

Jury of 12, discovery, and for -
‘grand’ jury proceedmgs fo be )

" provided. . -
Theit  eo- defendant Blue
House owner Song Ja Cha,

lowever, deelined to enter a -

_* pleadue to a pending appeal in
- the Supreme Court of Guam.
Because of issues raised

bétween Cha’s defense coun-

‘sel Jeffrey Moots and- lead -,
. prosecutar Assistant-Attomney
* General Nelson Wemer, the .

Judge scheduléd a continied

arraignment hearing for Cha. -
-on March27 4t I pn.
Guam ' Police Departmerlt
_court — as to Miss Cha — will

“What will happen is the

delay the armignment for one
week. This will aflow the court

to do a little-more regearch on

the issue,” Tolenting said.

“As {o the.two gentlemen —
Mr. Quenga and Mr. Manila
~ the eourt will proceed wilh
the ‘arraignment on the third
superseding indictment. The

colrt belicves that the appeal -

as to Miss Cha does not:affect

the government’s ability to'go- *
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No, 3. Irj addition to. regular matters, pursuant to 5 G.CA §8111{c}{2},
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incitement against you,” Tolen-
tino told the two officers.
Jurisdiction Issues
According lo Moots, because

from the defendant,
The interlecutory ﬂppcal

- filed by- Chas altorfey ' F..
- Randall” Cunliffe, challenged
Judge. Anita- Sukola’s denial

of a motion for dismissal on

.groundsof double jeopardy.

Sukola, who is hearing the

casc,” recently denied several -

DeSoto defense wants more time fo . "
review 456 pages of documentatlon

By Geralcrrnu Casliio

geraldine@mvguam.com

Verlety News Staff
MURDER suspect Chad Ryan
DcSoto -appeared  bricfly .in
Superior Court yesterday [or a

‘|- trial setting, but the hearing was.
‘contiitued to next month, allow-

ing more time for his attornay

to.ge over lundreds of pages of
“discovery documents perdinent

1o his case.

DeSofo’s " aitornéy,  Public

DefenderEricD. Miller,informed

thecoutthathe receivedadisk of
discovery, which includes police

epotls and prand jury proceed-
“ings. However, hie said he still

needed to go over the material
with DeSulo..”
“We have received a dlsk of

“discovery. 1 do not know yet if

it’s all of it, [but] we cerainly

“have received a lot of it,” Miller
.told hidge Anita Sukola,
- Inresponsé,

"Sukola . told
Miller to make sure he has

gone over ‘all information with |

his client.
Milter said he hasn’t had the

- opporiunity yet fo go over the

U.S Dally (uveruge tun- ulsu bu ruud from our website www. mgunmnm

Mutianus Variety-Guam Edition is circuloted by home and offie delivery; ;"i?
ansignments, and vendinig mochines Heoughout Guam, o5 mail delivery to the Federated -}
Stales of Micronesta, the Marshall Islands, South Pacifie, Havwoil, Japan ond the (nnlqnentnl

Cha has a pending appeal in the |
° Supremie Court, the lower caurt
lhas no jurisdiction totaké aplea -

"Guam Pelice Depariment Otficer David Manila™appeared for an araignment
belore Magistrate Judge Alberta Tolanline. et welss / Vardely

“forward with the supetseding- motions to dismiss filed by;lhc‘ '

" deféndants. The interlocutory

appeal is an appeal 1o the high

court of a ruling by the lower
court 1hat was made before the-

conclusion of a trial.”

Maots argued that the appeal
in Supreme Court takes the casé
from Superior-Court’s cuslody.
- Werner  disagreed, stating
that while. the prosecution

- was aware of the interlocutory
appesl, a motjon to stay in the’

lower court was required, -
* “No motion to-.stay was

fited,” he told the court: “And.
it's our posmon

lherefure

"day for a tria] SEHHAG. Matt welss svely -
discovery with his client due 1o -

the high volume of dociments,

which amounted 1o 456 pages. -

"It's a lot of material, your
honor. i's an adisk. I know.it’s
hundred§ 'of pages,” he . said,

“We filed motion for discovery *
but we need 4 chance to review:

what we havé so far before
we determine what elsc we're
going to need.”

 Meanwhile, Sllkdla mfurmed )

thepresent prosecutor, Assistant
Attorney General -Jesse' Nasis,

that 'she expected the assigned *
prosecutor, Assistant Aftorney -

General -Gerald Henderson, .to
be available at-the next court

' that we have Jurlsdlcl:lun 10

procced with the superseding
indictment.”

Apart; from the conlmued
drraignment for Cha, all de_fen- '

- dants are schedoled 10. returh

to court an April | for a status

‘hearmg -before  Sukola. A]l

remain behind bars,
‘Charges

" Chaand Officers Quengaand- - -

Manita now face a (cial of 17

charges in-the third supersed-
ing indictment which include

kidnapping, felenious réstraint,

"compelling -and  promoting -

prostitition, criminal sexual
conduct, criminal intimidation,
and ofTicial mlscnndUCt among
olhers,

The alle;,ed‘crrmgs commit-

- ted by the defendantsin thecase .

oceurred, in a period belween

-April 2006 and January 2008

andlistsup to 10 Temale victims
whi were subjected to prostitu-
tion at the Bluc House Lounge.

A third police officer previ-

ously named in the ease, Mario
Laxamana, pleaded guilty last

.-week and agreed to fully coop-

erate with prosecutors as well as

testify when his co-defgndants -

go to trial. Laxamana pleaded
uilty to felonious resiraint asa,
third-degree felony and official

misconduct as a misdemeanor

while prosecutors agreed {g
dismiss e remammg charges.

hearmg.

The: 2|-yéar-uld DeSuto is

schieduled to-return to court for’

anather irial getting unAprll 10 -

a 10amn.
"DeSolo is being held an $3
million ball in connection with .

.the Feb. 12 Tumen aitack tHat
lefi three Japanese tourists dead
‘and 11 others injured. :
" He pled not guilty by reason

of mentalillnéss to three courits.

“of nggravated murder and-11

counts of attempted aggravaled

murder, ‘both “as first- -degree
fe.lomes and attached - with

special allegation of possession
“end use of a deadly weapon. .
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 More visitor traffic anficipated with
-‘_Seaflx’s warship repair certlflcahon-

By Ragil C. Bagnol, . .
- ~ raquel.bagriol @mvarlely. cnm
- Variely News Siaff

-rSAlPAN - Scdﬁx lnc, a

" company -

that

in  Micronesia;
is unublpatmg an increase in

" visitor traffic in the followmg,
- months followmf, the award
- they got lo repair visiting U.8..

mllltary vessels and warshlps
" In an intecview with Variety,

" - Seafix Inc. GM Mark R. Black- .

. burn said the exclusive Boat

- Repair. Ay‘eemem issued by .
the Military Seaiift Command/
Ship Support Unit Guam is’
seen {0 increase not only visi--

- lor teaffic but also revenue,

" they"get lots of A-1 feedback”

Blackburn said the U.S. navy
-has lois of choices on wiiere to
go for: Rest and. Récreation but

fromhase who have been here.

“If they realize they can come
_-for R&R and pet some needed

- maintenance al the same time,

it would' make Saipan more
attractive,” Blackburn-sald.
" He said thet to clarify carlier

teports, Seafix Ine. has becn

working with the guvcrnmcnl

“ véssels . like ‘all the preposi-

. ftion shlps' o Saipan since they
* started business for the.last
= 18 years, providing industrial

assnsmnce and rnamtenance

" wark,

. “The vcssels that. are being

. "referred to in the ABR.are the
inilitary vessels or war ships'
that visit the islands for rest and-

" milestone -
- specializes -
primarily in .ship' repair and -
-+ maintenance -

"recreation,™ he said.

He said -the ABR" award- is
another’ highlight in the Seafix
‘and  accomplish-.
ments, after over 1hréeé ; years, of

working 1o meet all the require- -

ments and standards of the U S,
military, =+

Blacklurn said Sealix Inc. did
repairs an the USS Cowpens as
atestmodel during the audit for
quality assurance, ...

“The qualily cbnlrolfassur—.

ance people from'the navy flew
in here and wilnessed all ‘our
proceduses and paperwark and
everything that we do, and saw
that we fit seamlessly with lhc

_standards of the us. navy

Blackburn sajd.

“He, said that was fhe final |

qualifying - factor before fhey

“were awarded the ABR,

“We had been audited’ by
several groups of from the navy
who thecked our capabilities,
procedures, financial capabil-
ity and everything else,” Black-
burn said, -

The: award is a reward for
years of renewed capabilities

“and conlinved improvement of

Seafix's Quafity Management

-System as the only American |

Bureau of Shipping certified o'
provide ship repair and indus-

““triak. assistanice on Saipan,-a

release Blackburn provided o

. 1he Variety stated. )
Seafix Ine. is an an afliliate-
company of the Ambyth Group-

of Compames For mire, infor-
mmgpn visit www.seafix,net.

. Payne,

! By EmmanuelT Erediang--
. emmanuel.i amdlam@mwriely com -
Variely News Sraﬂ' P

SAIPAN ~ "Two”officials uff
the LS, Navy met lest week

“with “House represemalwes"'

1o discuss ddditional - military”
buildup in the CNME & .5 1.

But -Adm, Tilghman .D.
commander . of tlic’
Joint Region Martanas of the
U8 Pacifie Command, said

-2}, the praposed actiof 1o providé
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MINUTES OF THE BOARD OF DIRECTORS REGULAR MEETING
3:00 p.m., Thursday, February 28, 2013
GIAA TERMINAL CONFERENCE ROOM #3

I. CALLTO ORDER AND ATTENDANCE

Chairman Francisco G. Santos called the A.B. Won Pat International Airport Authority,
Guam {GIAA) regular meeting to order at 3:07 p.m. The presence of Directors is noted
as follows: Jesus Q. Torres, Vice Chairman, Rosalinda A. Tolan; Martin J. Gerber; Edward
G. Untalan; and Lucy M. Alcorn. Also present were Charles H. Ada, Executive Manager,
Peter Roy Martinez, Deputy Executive Manager, Carlos P. Bordallo, Acting Comptroller,
Frank R.-Santos, Business and Financial Consultant, and Janalynn C. Damian Esq., Legal
Council. The Chairman welcomed the presence of Airport Tenants, stakeholders, and
members of the public who are noted in a sheet made as an attachment to the minutes.

Il. APPROVAL OF AGENDA

Vice Chair Torres made motion to approve the agenda as presented, seconded by
Director Tolan; motion carried.

ll. APPROVAL OF MINUTES
A. January 29, 2012, Board Regular Meeting

Director Alcorn made motion to approve the minutes; subject to correction, seconded
by Vice Chair Torres; motion carried.

V. CORRESPONDENCE
No correspondence presented.
V. MA1TERS FOR BOARD RATIFICATION/APPROVA.L
A. Approval of TSA Other Transaction Agreement
Mr. Frank Santos presented a request for Board’s approval of the TSA Other Transaction
Agreement. He stated it is a grant agreement from TSA, in the amount of $444,000.00.

Mr. Santos explained that there are two parts to the agreement involving the baggage
screening; the first part is Recapitalization, the replacement of two machines for a
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newer model; the second part is Optimization, the relocation of the checked baggage
screening pods. TSA has agreed to fund both up to 30%. The amount of $444,000.00 was
derived from a proposal by Siemens, the manufacturer of the baggage systems currently
in use. Mr. Santos stated there are also two parts to the request; the TSA Other
Transaction Agreement and the approval of the selection of Siemens to perform the
work, also adding that Siemens is the company that did the design work for the “In-line”
project which fell through because of funding issues. After some discussion on the
positive impact the Recapitalization effort will bring, Vice Chair made motion to approve
the TSA Other Transaction Agreement, seconded by Director Tolan; motion carried.

B. Approval of Award for Residential Sound Insulation Phase 2A — IFB No. GIAA-CO2-
FY13

The Executive Manager presented a summary of the Invitation For Bid for the above
noted project. The project is phase 2 under the Noise Mitigation Program, with an
objective of providing noise reduction to those homes mostly affected by aircraft
operations. Of the fourteen (14) firms/individuals that purchased bid packages, six (6)
firms submitted bid proposals before the submission deadline of February 5, 2013.
Management recommended that the Board approve the contract award of
$1,787,324.04 to Nippo Corporation who has been determined to have met the
standards of responsibility and responsiveness outlined in the Guam Procurement
Regulations. Janalynn Damian, Legal Counsel, made a disclosure for the record that the
item be referred to Conflict Counsel as Calvo Fisher & Jacob LLP represent two (2) of the
bidders. Director Tolan made motion to approve management’s recommendation to
authorize the contract award to Nippo Corporation, seconded by Vice Chair Torres;
motion carried.

C. Ratification of Disbursements
Vice Chair Torres made a motion to ratify payments above the $50,000.00 threshold
made to vendors for the period of January 30, 2013 - February 22, 2013, seconded by
Director Gerber; motion carried,
VI. OLD BUSINESS
A. Executive Manager’'s Report
The Executive Manager presented updates on various matters concerning airlines,
including an announcement of Japan based airline, Skymark commencing services with

charter flights. The flights are planned to start during March 14 — 23. The key element to
Skymark’s service is to operate during non-peak hours.
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The Manager reported on the Airports part in returning families and the deceased back
to Japan after the tragic attack of tourists in Tumon in February. Executive Manager
noted the assistance provided by GIAA Marketing and Airport Police who worked closely
with GVB, GPD and the Governor’s Office from February 14 — 18.

The Executive Manager announced the Pacific Asia Travel Associations’ (PATA’s) recent
nomination of GIAA’s Executive Manager, Charles H. Ada Il to the PATA Board, which
was accepted by Mr. Ada. The nomination will now be ratified at the PATA Annual
Summit from April 25 — 28. Another upcoming event also announced was the gth
Airports Council International {ACI} Asia-Pacific Regional Assembly, Conference and
Exhibition which will be held in Phuket, Thailand from April 22 — 25. A delegation from
GIAA led by Deputy Executive Manager, Peter Roy Martinez, Director Gerber, and two
(2) Marketing staff will be in attendance at the Conference.

The Manager reported that GIAA and GEDA presented a ‘Credit Update’ briefing to a
contingent from Standard & Poor’s on February 6, 2013 in preparation of the Airport’s
plan to refinance the 2003 Bonds. Director Untalan was in attendance for the briefing
and informed the Board that he thought the presentation went rather well, staff and
Management did an excellent job and provided a wealth of information to the group
that represented Standard & Poors.

B.  Financial Report

For the Board'’s information, Carlos P. Bordallo, Acting Comptroller presented the
financial report as of January 31, 2013.

Vice Chair Torres inquired about the Airport Police having an adequate number of
vehicles to operate appropriately, and explained that now would be the perfect time to
request as the budget allows for it. The Chairman stated that he would rather see a golf
cart in front instead of a patrol vehicle, and went on to suggest that Chief Robert
Camacho request for two to three golf carts.

C. Legal Counsel’s Report

Legal Counsel recommended that discussions regarding litigation matters be reported
during Executive Session. The Board had no objection.

D. Tenant Matters
No Tenant Matters reported.

E. Status on Capital Improvement Programs
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Mr. Frank Santos presented the UDO analysis.

Vil NEW BUSINESS

No New Business presented.

The Chairman announced that the Board will recess and convene Executive Session after
the recess. Vice Chair Torres made motion to recess and convene Executive Session
after the recess, seconded by Director Untalan; motion carried. The board recessed at
4:03 p.m.

VI, EXECUTIVE SESSION

Chairman Santos called Executive Session to order at 4:14 p.m. Executive Session
adjourned at 4:30 p.m.

IX. PUBLIC COMMENTS

The Chairman called upon any public member wishing to make comments. There was no
response.

X. ADJOURNMENT
Director Untalan made a motion to adjourn the meeting, seconded by Director Tolan;
motion carried. The meeting adjourned at 4:35 p.m.
Respectfully submitted,
Amanda O’Brien-Rios
Board Secretary

APPROVED:

FRANCISCO G. SANTOS Date
Chairman of the Board

Attachment



V P.O. Box 8770
A.B. WON PAT anh
INTERNATIONAL AIRPORT AUTHORITY, GUAM Tamuning, GU 96931
ATURIDAT PUETTON BATKON AIREN GUAHAN ENTENASIONAT Tel: {671) 646-0300
Fax: (671} 646-8823
www.guamairport.com

March 15, 2013

Mr. Ron Simpson

Manager, Airports District Office
Federal Aviation Administration
300 Ala Moana Blvd.

Room 7128 .

Honolulu, Hawaii 96250

Hafa Adai Mr. Simpson:

Thank you for opportunity to respond to and clarify some concerns which have been

raised in regard to GIAA. Mr. Ysrael makes a number of general allegations and false

assumptions in his comments. This letter will respond with specific facts. In

particular, we are responding to the list of items numbered 1 through 25 which was
- sent to us by Mr. Juan Reyes. Going through these items, we found that they would

best be addressed by grouping related items together, so our response is
- categorized under the subject headings as follows:

1) The Pac Air Ground Lease Agreement and Terms
2} The Customs and Quarantine Sublease

3) Rental Valuation

4) Tax-related Inquiries

5) Leases to Non-Aeronautical Tenants

6} Airport Security

Despite these categories, our answers to these inquiries should be taken as a whole,
as some concerns may touch on more than one category. We will continue to

. identify the individual queries based on their number in the list from Mr. Reyes. We
will first address the concerns raised regarding the Pac Air Ground Lease Agreement
and Terms:

L THE PAC AIR GROUND LEASE AGREEMENT AND TERMS

(1) Unusual for a lease to be amended four different times, all conditions
beneficial to the lessee and detrimental to GIAA and on the conditions of the
lease, e.g. cost of the improvements to be made.

The business decision to amend the lease was made by GIAA Board of
Directors based on the best information and opportunity at the time the agreements
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were made. Analysis of the actual terms of the Ground Lease Agreement and
Amendments is stated below.

- The Ground Lease Agreement between the A.B. Won Pat International
Airport Authority and Pac Air Properties, LLC was entered into on October 31, 2006
(“Ground Lease”). The First Amended and Restated Ground Lease Agreement (“First
Amended Agreement,”) required Pac Air to spend Twenty-Five Million Dollars
($25,000,000.00), on agreed-upon capital improvements to the leased space, instead
of the Five Million Dollars required by the original Ground Lease, In return, the rent
for the construction period was deferred for five years (not waived), with a specific
schedule for repayment. The term of the original Ground Lease was thirty (30)
years, and Pac Air was permitted to obtain a 10 year extension (maximum two
times) for each additional 2.5 million dollars spent over its obligated $5,000,000
investment, The First Amended Agreement, §2(A), changed this by extending the
lease term to fifty years from thirty years. The First Amended Agreement also
provided GIAA with the right to approve subleases under the Ground Lease
Agreement (See First Amended Agreement §6}.

Other alterations made by the The First Amended Agreement include a
requirement that Pac Air reimburse GIAA for costs of seeking remedies under the
agreement in case of termination through Pac Air's default, while clarifying the
definition of default under the Agreement. (First Amended Agreement §23C-D).
Finally, it places any mortgage or encumbrance “subject and subordinate to” GIAA’s
bond indentures and the rights of the bondholders. CITE

After the First Amended Agreement, the parties entered into The Second
Amended and Restated Ground Lease Agreement (“Second Amended Agreement”).
The difference between the Second and the First Amended Agreement is that the
Second Amended Agreement clarified that the rent was payable on a monthly basis
and corrected the payment schedule, in accordance to the lease terms. The terms.

themselves remain the same.

The Third Amended and Restated Ground Lease Agreement (“Third
Amended Agreement”) is largely the same as the First and Second, but was entered
when Customs desired to move to the new Pac Air Cargo Facility from its location on
a less desirable part of the Airport Property in Tiyan. Because Customs had an
existing tenant relationship with GIA4, and the payment methodology had already
been set up for GIAA to receive rental payments from Customs, it was decided by the
parties that it would be most efficient for Customs to maintain its tenant
relationship with GIA4, and for GIAA to sublease the property from Pac Air in order
to provide Customs with space in the facility. This would allow GIAA to continue to
receijve rent revenues from Customs as well, in support of its mandate to be self-
sufficient. Therefore, the Third Amended Agreement provides for GIAA to enter
three separate 5-year subleases in the completed facility: one of 7,500 ft2 for $1.50
per square foot per month; one of 7500 ft2 for the accommodation of Guam Customs



and Cargo Inspections, which was already housed in a less-desirable part of the
Tiyan facility, for $3.05 per square foot per month; and one of 17,500 Square feet,
also to accommodate Customs and Cargo Inspections, built to suit their needs, for
$2.60 per square foot per month, with an additional $0.49 per square foot per
month to be paid back for the construction of the Customs facility.

The Fourth Amended and Restated Ground Lease clarified the language in
the agreement regarding Pac Air's obligations under GIAA’s security requirements,
including security directives and FAA regulations. It extended these duties of
compliance to Pac Air's agents, employees and invitees.

(2) Did it meet the minimum Twenty-Five Million Dellar ($25,000,000.00)
investment? ‘

Under the terms of the Ground Lease Agreement §71(i), Pac Air must provide
GIAA with certification of the Twenty-Five Million Dollars {$25,000,000.00) spent
on the project, setting forth the development and construction costs, with details of -
all the component costs. Pac Air provided and GIAA reviewed and accepted its
certification as set forth in the Agreement. The certification was for investment in
excess of $27 Million, and FAA is in possession of a copy of this certification.

(3) Was extending the lease terms from 30 years to 50 years with an optional
ten more years, for a total of 60 years, in violation of existing law, of 40 years?

Guam has passed laws which place limitations on lease durations. For
example, 12 G.C.A. §1105 deals with GIAA powers generally and limits GIAA to a
forty (40) year maximum on leases with the Government of Guam and the United
States. However, with respect to lease terms with private entities, there is not
restriction on the airport. Thus, 12 GCA 1005 does not apply to the lease agreement
between Pac Air and GIAA.

Airport counsel has addressed this issue and confirmed the Airport's
authority to enter into leases in excess of 40 years. In addition to the above statute,
Counsel has also found authority at 12 GCA 1203 which grants GIAA the power to
“.. (f) Improve, construct or reconstruct, lease, furnish or refurnish, use, repair,
maintain, control, sell or dispose of its property, including any buildings, structures,
lighting equipment and all other equipment and facilities necessary therefor; and
notwithstanding any other provision of law, make and enter into contracts, leases
and permits for the use of airport facilities and properties for airport purposes, and
visitor related activities, and make and enter into airline agreements, without prior
approval of I Liheslaturan Guahan, " Thus, the Pac Air lease term does not violate
Guam law.

(15) GIAA agrees in the ground lease to "delay” all ground rents for 5 years. So,
after GIAA spent considerable time and money developing a business (salaries



of the various GIAA employees involved in leasing ground) and legal fees, no
income for 5 years.

Before the Pac Air Lease, the land was vacant and not utilized. GIAA
furthered its mission statement by having Pac Air lease and develop theland. GIAA
had envisioned an integrated cargo building long before Pac Air's proposal. Pac Air
assumed all of the financial risk of the development. A rent deferral is a small and
reasonable incentive to capture an improvement worth over Twenty-Five Million
Dollars ($25,000,000.00). The deferral of rent is the cost of doing business and
achieving GIAA’s goal in that regard. The rental payments have been deferred for
five (5) years, with the deferral period ending and payment of the deferred rental
commencing in September 2014, in addition to the monthly rent due from Pac Air.

(16) After Pac Air completes the enormous Air Cargo building (way beyond any
rational need), GIAA then begins a series of "amendment to the Ground lease" to
pravide various forms of subsidies to PacAir.

There were several factors considered in determining the ultimate size of the
_cargo facility, including a proposed runway extension, U.S. Department of
Transportation air cargo service exemptions, and the anticipated Guam Military
Buildup. The Board is tasked with envisioning the needs for GIAA not only at
present, but for decades in the future. After considering all variables, Pac Air
determined that it would be most efficient and least expensive to build one facility
of the present size, rather than building in phases to increase the size of the facility
in the future. This could be analogized to the development of large hotels in the
Tumon area of Guam; initially this was seen as a needless waste, flooding the
market; but the investment paid off in the long run. Now, tourists to Guam are
turned away during peak seasons, because there are not enough hotel rooms to
accommodate them all. The criticism of flooding the market was proven wrong.
Likewise, to determine the size of the air cargo facility based on current needs
rather than the needs of the future would be shortsighted, inefficient and wasteful.
The financial risk in developing the facility was all Pac Air ’s, and as discussed in
item (1) above, it is inaccurate to characterize the Ground Lease Amendments as
“subsidies” to Pac Air. At present, the facility is around 60% occupied.

(17) GIAA agrees to "guarantee” a portion of PacAir's construction loan. In
exchange for this "guarantee”, GIAA has the privilege of leasing some 15,000
square feet of cargo area for $1.50 per square foot per month. There is no
evidence the airport guaranteed any portion of the loan,

The Ground Lease agreement, §71(2), provided that GIAA would “consider”
providing up to $4million in loan guarantee for Pac Air to aid in financing the
construction of the cargo facility, but this provision was never implemented and
GIAA never guaranteed any loans to Pac Air , so GIAA never acquired the right to
lease space under that provision, Therefore, this is a moot issue.



(21) Next, GIAA "directly” leased some 15,000 square feet of cargo area for its
‘maintenance depariment”. Again, the rent was in the $1.50 range which is at
least double the rent outside. Again, the lease was via an "amendment” to the
Ground lease. No bidding

GIAA leased 7500 square feet of cargo facility space for its maintenance
department, not 15,000 square feet. GIAA’s maintenance department had previously
been working out of a loading dock in the basement level of the terminal building,
which was inadequate and an inefficient use of Airport resources. When the new
facility was completed, management decided to consolidate the maintenance
department and move it into a more appropriate space.

1L THE CUSTOMS AND QUARANTINE SUBLEASE

(10) Where is the RFP from GIAA when they went out and leased '32,500 sq. ft"
of space, that resulted in a monthly rental expenditure of $80,000 to Pac Air
which was sub-leased back to Customs and Quarantine.

No RFP was required for Customs’ relocation to the Pac Air building. Customs
was already a tenant of GIAA’s air terminal and south Tiyan property when it
elected to relocate to the new Pac Air facility. Under the Agreement, GIAA was given
a sublease of the property, for the purpose of accommodating the needs of Customs.
That property was sub-subleased to Customs and Quarantine, and that sub-sublease
was approved by both the Guam Attorney General and the Governor of Guam. As
discussed above, the parties entered into this lease arrangement because of the
existing relationship between Customs and GIAA. It benefits GIAA to have the lease
revenue from Customs, and it benefits Customs to maintain its tenant relationship
with GIAA rather than going through the process of developing a new payment
method with PacAir.

(22) and (13) Space in these new buildings was rented back to GIAA for $1.50 and
$3.60 per square foot, monthly, without benefit of a RFP, Qutside warehouse
space, in the open market, is available at the rate of $0.50 cents monthly rental
per square foot. Why was the Guam Customs and Quarantine Lease entered into
via a sub-lease with GIAA, rather than a direct lease with the Lessor? Was it to
avoid THE NEED OF AN RFP (Request for Proposal), or the scrutiny by the
Legislature and the public?

This is inaccurate, as can be seen by reference to the Agreement and Sublease
documents. As stated above, there was no requirement for an REP.

The GIAA Board of Directors and Executive Manager approved the sublease
rate for the second 7,500 square foot space, and the 17,500 square foot space for
$3.05, and $3.09 per square foot per month, respectively; GIAA then sub-subleased



the space to Customs, as provided in the sublease agreement, for $3.57, and $3.57
per square foot, per month, respectively, for the first five years, dropping to $2.60
for each for the next five years; thus, the rent is basically a pass-through minus an
administrative fee charged for Customs by GIAA. The rental rates were a result of
negotiations between Customs and and GIAA, taking into account the tenant fit-out
costs for Pac Air upgrades to the rental space. Rent is collected by the Airport in
accordance with 5 GCA 73145 and 73146.

Mr. Ysrael asserts that other warehouse spaces is available for $0.50 per
square foot per month in other areas of Guam. GIAA cannot confirm whether
warehouse space exists on Guam for $0.50/ft2, but even assuming it to be true for
the sake of argument, it is not relevant to the Pac Air Cargo Facility. The Pac Air
Cargo facility is not general warehouse space; it is a fully improved Cargo Facility at
the Guam International Airport. The $0.50 suggested rental amount does not take
this into account. The original Ground Lease Agreement rental price was
determined according to an appraisal, and finalized after a solicitation of interest.

Rental rates for subleasing space in the facility vary on a lease-by-lease basis,
depending on the amount of fitting out required of Pac Air by the tenant. Clearly, if
space is available elsewhere for $.50/square foot, then there is no unfair
competition with private entities in the Guam market.

(18) and (19) how much space does Guam Customs really need? Are they
incurring space unnecessarily just so GIAA can provide a subsidy to Pac Air for
their disastrous business decision? Though there is a "lease agreement"
between Guam Customs and GIAA, the GIAA to Pac Air deal is part of an
“amendment to Ground Lease". This is all internal. There has been no evaluation
of "fair rents” through a public bidding process.

GIAA entered the lease at Customs’ request pursuant to Customs’ needs.
Before the present arrangement, Customs was leasing two barracks in South Tiyan
from GIAA consisting of approximately 32,000 square feet. Due to facility conditions
and space requirements, Customs elected to relocate in whole to the terminal and
the Pac Air facility. Customs is required to be located on airport property.

No other appropriate space exists at the airport that meets Customs’
requirements. '

(25) Where is the RFP from GIAA when they went out and leased '32,500 sq. ft".
of space, that resulted in a monthly rental expenditure of $80,0007

As stated above, there was no similar space available at or near the airport to
meet the needs of GIAA. Also as stated above, an RFP was never required. Airport



management made the decision to rent the space to be more responsive to its
clientele and mission statement.

II.  RENTAL VALUATION
(7} Land rental lease is below fair market value.

The land rental lease rate was determined based on an appraisal and entered
into with the approval of both parties, after a solicitation of interest for the
development of the facility. Though the initial Appraisal was for a thirty-year lease
term and the actual lease was later amended to be extendable for up to 50 years, the
original Appraisal also accounted for an extended term by increasing the rental
amount by 10% every 5 years, which is a standard real estate practice on Guam. See
Second Amended Agreement, Exhibit C.

(8) Rental back to GIAA is higher than prevailing fair market value,

Where GIAA is in a tenancy arrangement, as a landlord it is required to get no
less than fair market value. In this case,the tenancy agreement is agreeable to all
parties, and Customs does not agree that it is paying a rate in excess of a fair market
value for the building, the location, and other advantages therein.

1. In my opinion, some ground leases, have been entered into for a monthly
rental of $0.04 cents per square foot, lower than prevailing Fair Market Value,
and that these rental payments were deferred, interest free, and paid back on
installments basis, fully paid up on the fifteenth (15) year of the lease
agreement.

The Airport board of Directors views this agreement in its entirety, and rent
is stated in annual terms and paid in monthly payments over the term of the lease.
Pac Air expects to recoup its investment, and the Airport is expected to get the
benefit of an integrated Air Cargo Facility.

1IV.  TAX-RELATED INQUIRIES

(9), (14), and (24). Leases were entered Into in direct competition with tax
paying entities. GIAA does not pay real estate taxes, income taxes, or Gross
Receipts Taxes on its revenues.

This is true, but it is not a violation any law or regulation, The legislature
granted GIAA a tax-exempt status in order for GIAA to be able to raise revenue and
operate in a self-sufficient manner. Pursuant to this legislative mandate, GIAA has
entered into lease- and sub-lease agreements. GIAA is not unique among
Government of Guam instrumentalities; the Guam Economic Development Authority
and the Ancestral Lands Commission, for example, also enter into commercial lease



agreements. As an enterprise fund, GIAA can earn revnue and incur expenses
without being subject to local taxes. GIAA is required to be self-sustaining and is
granted the power to improve its facilities and enter into contracts and leases.
Under its Grant Assurances, it is required to do so. Pac Air and the subtenants, on
the other hand, are not beneficiaries of GIAA’s exemption. They are subject to the
same taxes as any other private enterprise on Guam.

V. LEASES TO NON-AERONAUTICAL TENANTS
(4) Sub-leases to non-airport related activities, (Social Security Services).

Pac Air has subleased space to non-aviation tenants, but this is not a violation
of law, FAA Grant Assurances or lease terms, and no aviation-related tenant has
been denied space.

The Ground Lease Agreement, §1A, requires subleases for certain specified
air-transportation-related activities set forth in Exhibit “B” to the agreement. It also
provides, however, that subleases for other activities may be entered into with
GIAA’s written consent, GIAA has consented to all existing subleases. Most of the
present Pac Air facility’s tenants were GIAA tenants before the facility was built;
only a limited number of Federal Agencies, such as the Social Security
Administration, moved from other locations. No tenant with airport-related
business has ever been turned away from subleasing in the facility, and there
remains vacant space available to any aviation-related tenant who desires the
property.

(22) Pac Air leasing space to non-airport related entities, As you point out, the
FAA wants to see maximum utilization of Airport assets. However, these rents
are going to PacAir, not GIAA.

The statement above presumes that GIAA gathers no benefits from its
relationship with Pac Air, In fulfilling its missioin statement, GIAA entered into the
tenancy agreement to develop an integrated air cargo facility, and this has now been
done. The Ground Lease Agreement gives aviation-related tenants preference in the
cargo building, and reserves to GIAA the authority to veto any lease by withholding
its consent. There is still vacant space in the facility, and no aviation-related tenant
has ever been turned away in favor of a non-aviation-related tenant.

GIAA has acquired the asset and at present, GIAA is accruing $259,200.00 in
deferred annual rental income from Pac Air, and is receiving $1,024,200.00 in rental
income from Customs, while paying Pac Air $1,058,400.00 for rental space. These
numbers will dramatically increase to the positive in September 2014, when GIAA
begins receiving monthly rent and deferred rent from Pac Air.



(23) GIAA made its deal in the very beginning, a low ground rent based on the
promise that the facility would be used for Airport related activities.

This is inaccurate and does not reflect the terms of the Ground Lease
Agreement. As discussed above, the Ground Lease agreement provides for non-
aviation-related subleases with GIAA’s approval, and the approval shall not be
withheld unreasonably. This is an agreement that benefits both GIAA and Pac Air as
previously stated.

VI.  AIRPORT SECURITY

(5) and (6} where is airport security at risk, when the public can now come to
the air cargo building to visit non-airport related activities? Where is the
security to the Federal Offices, when a car or truck can come up to the cargo
building to unload and it can carry explosives?

The Pac Air Facility and all tenants are included in GIAA’s general security
requirements, and a perimeter fence separates the Air Operations Area (AQA).
There is no general access to the AOA from the Pac Air facility nor is there direct
access to the AOA from the mezzanine level.

The Airport Security Program includes three levels of security: The first
relates to Air Operations Area (ADA) access, which is under airport security and
requires a SIDA badge for access. The second level of security is at the tenant level.
Tenants may either use the airport SIDA system or develop their own method of
restricting access within their space, but non-SIDA-badge-carrying tenant affiliates
will not be permitted access to the AOA area, The third security level is at the
gatehouse, which monitors access to the parking area. The entire facility can be
placed on lockdown in the event of a general or specific threat.

The Fourth Amendment to the Ground Lease Agreement requires that
“LESSEE shall comply with and conform its use of the Premises to Lessor’s Airport
Security Program, Security Directives and Emergency Amendments and FAA
~ regulations (collectively, “Security Requirements”).” The Airport Security Program
meets Federal TSA requirements, and is subject to FAA and TSA inspection.

VII. CONCLUSION

GIAA’s lease, as amended, with Pac Air for the cargo facility is fair, reasonable,
and non-discriminatory and not in violation of any leases term nor any Guam or
federal law, regulation or any policy established by the Board of Directors. The FAA
has recognized that compatible land uses include such entities as motels and hotels,
restaurants, shipping agencies, aircraft related industries, industries that benefit
from access to the airport and provide a broad range of services and conveniences
for the customers of the Airport. The tenants of Pac Air are there with the



knowledge and consent of GIAA. Compatible land use is an evolving dynamic and
the Airport is a good neighbor of the Guam community. It does not solicit tenants for
Pac Air nor has it ever refused aeronautical or airport-related tenants nor displaced
any; rather, the present arrangement has allowed GIAA to get sustainable use out of
its land which was previously undeveloped land. This is consistent with GIAA’s
mission statement and mandates under Guam Law and the FAA grant assurances.

SiYu'us

Charles Fr'Ada, It
Executive Manager
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U.5. Department Waestem-Pacific Region 300 Ala Moana Blvd., Rm. 7-128
of Transportation Airports Division P. 0. Box 50244 ‘
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Tel: (808) 541-1232

Administration Fax: (B08) 541-3566

March 27, 2013

Mr, Charles H. Ada, 11

‘[Executive Manager

A. B, Won Pat International
Airport Authority, Guam

P. O. Box 8770

Tamuning, Guam 96931

Dear Mr. Ada:

We are replying to the allegations communicated to our office regarding the lease agreement
between the Guam International Airport Authority and PacAir for the construction and operation
of a new cargo building at Guam International Airport. The following report discloses the results
of our investigation into the allegations made in a series of E-mails we received during January
and February 2013.

{ntroduction

This matter was brought to the attention of the Federal Aviation Administration (FAA) Honolulu
Airports District Office based on the informal complaint filed in accordance with the FAA
Investigative and Enforceinent Procedures, Title 14 Code of Federal Regulations (CFR) Part
13.1.

Mr. Alfred C. Ysrael and Mr. Michael Ysrael (Complainants) have filed an informal complaint
pursuant to Title 14 CFR Part 13.1 against the Guam International Airport Authority (GIAA)
owrer, sponsor, and operator of Guam International Airport, the United States Territory of Guam
(GUM or Airport).

The Complainants allege the GIAA engaged in questionable leasing and rate setting practices
with regard to the air cargo facility at GUM, which may represent acts or omissions that do not
comply with the requirements of the Sponsor Grant Assurances.

With respect to the allegations presented, in consideration of the specific circumstances at the
Airport, and based on the evidence of record, the FAA finds GIAA is not currently in violation
of its federal obligations with respect to Grant Assurances, The FAA’s decision in this matter is
based on applicable federal law and FAA policy and the review of the statements and supporting
documentation submitted by the parties to the complaint,



Comgiai_nant
Messrs. Alfred and Michael Ysrael are residents of Guam. Mr, Michae] Ysrael was a former

member of the GIAA Board of Directors. Neither is presently a tenant or officer at Guam
. International Airport.

Issues

The FAA analyzed the following allegations as presented to us by the Complainants to determine
if any non-compliance with the grant assurance exists.

1. The GIAA executed the original lease with PacAir for a low ground rent so the cargo building
could be used for airport related activities.

2. A lease agreement with PacAir was amended foyr different times incorporating provisions
that were beneficial to PacAir and detrimental to GIAA. For example,
- GIAA subsidizes PacAir by paying rent to PacAir for space in the cargo building.
- Rent is deferred and repaid in installments over 15 years without interest.
- GIAA expended resources to promote and execute the dcveiopmcnt of the new cargo center.
- Space in the cargo building was subleased to GIAA at excessive rental rates. '
- GIAA sub-subleased space to Customs.

3. The lease term was extended from 30 to 50 years. Including the 10-year option, the full term
of the lease was increased to a total of 60 years. Under Guam law, leases greater than 40 years
are illegal.

4. GIAA allowed subleasing the PacAir cargo building to non-agronautical tenants such as the
Social Security Administration.

- PacAir leases space to lenants, some of which are non-aviation businesses. PacAir, rather
than GIAA, collects these rents.

5. A security risk exists because pedestrians and vehicles have access to the cargo building when
they visit the facility.

6. The rental rate for the land is below fair market value.
- Rental rate that GIAA pays to PacAir is more than fair market value.
- Rental rate of $0.04 monthly per square foot for ground leases is lower than fair market
value.
- Rental rate for warehouse space elsewhere in Guarn is $0.50 monthly per square foot.
- GIAA pays a rate that exceeds fair market value for subleased space in the cargo building
-for its maintenance departinent in order to subsidize PacAir.

7. Lease in the cargo building represents direct competition with tax paying entities.
- GIAA does not pay real estate taxes, income taxes, or gross receipts taxes.
- GIAA is competing with tax paying entities when it consummates leases on the airport.



8. Requests for proposals were not used to solicit bids for spaces occupied by Customs.
9. GIAA agreed to provide loan guarantees to PacAir for a portion of a construction loan.

10. Customs may be leasing more space than needed, which results in higher rental payments to
PacAir.

11, GLAA leased 32,500 square [eet of space and spent $80,000 in the process.
Applicable Federal Law and FAA Policy

The federal role in civil aviation has been augmented by various legislative actions that authorize
programs for providing federal funds and other assistance to local communities for the
development of airport facilities. In each such program, the airport sponsor assumes certain
obligations, either by contract or by restrictive covenants in property deeds and conveyance
instruments, to maintain and operate its airport tacilities safely and efficiently and in accordance
with specified conditions. Commitments assumed by airport sponsors in property conveyance or
grant agreements are important factors in maintaining a high degree of safety and efficiency in
airport design, construction, operation and maintenance, as well as ensuring the public fair and
reasonable access to the airport.

The following is a disclosure meant to explain the Airport Improvement Program, Airport
Sponsor Assurances, the FAA Airport Comphanc.c Program, and the enforcement of Airport
Sponsor Assurances.

The Airport Improvement Program

Title 49 U.S.C. § 47101, er seq., provides for federal airport financial assistance for the
development of public-use airports under the Airport Improvement Program {AIP) established by
the Airport and Airway lmprovement Act of 1982, as amended. Title 49 U.S.C. § 47107, ef seq.,
sets forth assurances to which an airport sponsor agrees as a condition of receiving federal
financial assistance. Upon acceptance of an AIP grant, the assurances become a binding
contractual obligation between the airport sponsor and the federal government. The assurances
made by airport sponsors in AIP grant agreements are important factors in maintaining a viable
national airport system.

Airport Sponsor Assurances

As a condition precedent to providing airport development assistance under the Alrport
Improvement Program, 49 U.S.C. § 47107, ef seq., the Secretary of Transportation and, by
extension, the FAA must receive certain assurances from the airport sponsor. Title 49 U.S.C.
§ 47107(a) sets forth the statutory sponsorship requirements to which an airport sponsor
receiving federal financial assistance must agree.

The FAA has a statutory mandate to ensure that airport owners comply with these sponsor
assurances. FAA Order 5190.6B, FAA Airport Compliance Manual (Order), issued on
September 30, 2009, provides the policies and procedures to be followed by the FAA in carrying
‘out its legislatively mandated functions related to compliance with {ederal obligations of airport
sponsors. The FAA considers it inappropriate to provide federal assistance for improvements to



airports where the benefits of such improvements will not be fully realized due to inherent
restrictions on aeronautical activities.

Certain FAA grant assurances apply to the circumstances set forth in this Complaint: (1) Grant
Assurance 5, Preserving Rights and Powers; (2) Grant Assurance 19, Operation and
Maintenance; (3) Grant Assurance 22, Eeonomic Noadiserimination; (4) Grant Assurance 23,
Exclusive Righis; and (5) Grant Assurance 24, Fee and Rental Structure.

Grant Assurance 5, Preserving Rights and Powers

Grant Assurance 5, Preserving Rights and Powers (Grant Assurance 5), requires the airport
owier or sponsor to retain all rights and powers necessary to ensure the continued operation of
the airport consistent with its federal obligations. This assurance implements the provisions of
the AALA, 49 U.8.C. § 47107(a), et seq., and tequires, in pertinent part, that the owner or
sponsor of a federally obligated airport “...will not take or permit any action which would operate
to deprive it of any of the rights and powers necessary to perform any or all of the terms,
conditions, and assurances in the grant agreement without the written approval of the Secretary,
and will act promptly to acquire, extinguish or modify any oulstanding rights or claims of right
of others which would interfere with such performance by the sponsor.”

Grant Assurance 19, Operation and Maintenance

Grant Assurance 19, Operation and Maintenance (Grant Assurance 19), requires the owner of an
airport developed with federal assistance to operate and maintain a safe airport at all times. The
owner will not permit any activity that would interfere with the airport purpose of the facility.
Grant Assurance 19 deals with safety and implements the provisions of 49 U.8.C. § 47107(a)(7)
and requires that the airport and facilities on or connected with the airport be operated and
maintained in a safe manncr.,

Grant Assurance 22, Economic Nondiscrimination

Grant Assurance 22, Economic Nondiscrimination (Grant Assurance 22), requires the owner of
any airport developed with federal grant assistance to operate the airport for the use and benefit
of the public and to make it available to all types, kinds, and classes of aeronautical activity on
fair and reasonable terms, and without unjust discrimination. Grant Assurance 22 deals with
both the reasonableness of airport access and the prohibition of adopting unjustly discriminatory
conditions as a potential for limiting access. Grant Assurance 22 implements the provisions of
49 U.S.C. § 47107(a)(1) through (6), and requires, in pertinent part, that the sponsor of a
federalty obligated airport:

- will make its airport available as an airport for public use on reasonable terms,
and without urjust discrimination, to all types, kinds, and classes of aeronautical
activities, including commercial aeronautical activities offering services to the
public at the airport. |Grant Assurance 22(a)]



...may establish such fair, equal, and not unjustly discriminatory conditions 1o be
met by all users of the airport as may be necessary for the safe and efficient
operation of the airport. [Grant Assurance 22(h)]

. may.. Limit any given type, kind, or class of aeronautical use of the airport if
such action is necessary for the safe operation of the aivport or necessary to serve
the civil aviation needs of the. pubhc [Grant Assurance 22(i)]

Grant Assurance 23, Exclusive Rights

Grant Assurance 23, Exclusive Righis (Grant Assurance 23), implements the provisions of 49
U.5.C. §§ 40103(c) and 47107(a)(4), and requires, in pertinent part, that the owner or sponsor of
a federally obligated airport:

. Will permit no exclusive right for the use of the airport by any persons
providing, or intending to provide, aeronautical services to the public.

- will not, either directly or indirectly, grant or permit any person, firm, or
corporation, the exclusive right at the airport to conduct any aeronautical
activities...

Wwill terminate any exclusive right to conduct an aeronautical uctivity now
ex:.stmg at such.an airport before the grant of any assistance under Title 49
United States Code.

Grant Assurance 24, Fee and Rental Structure

Grant Assurance 24, Fee and Rental Structure (Grant Assurance 24), requires the owner of an
airport developed with federal assistance to make the airport as self-sustaining as possible.
Grant Assurance 24 implements the provisions of 49 1J.8.C. § 47107(a)(13) and requires that the
airport owner maintain a schedule of charges for use of facilities and services at the airport that
will make the airport as sclf-sustaining as possible under the circumstancés existing at the
airport, including volume of traffic and economy of collection. It also requires the airport owner
to undertake reasonable efforts when entering into new and revised agreements establishing

rates, charges, and fees to make the airport as self-sustaining as possible under the circumstances
existing at the airport.

The FAA Airport Compliance Program

The FAA discharges its responsibilities for ensuring airport owners’ compliance with their
federal obligations through its Airport Compliance Program. The FAA’s airport compliance
efforts are based on the contractual obligations an airport owner accepts when receiving federal
grant funds or the transfer of federal property for airport purposes. These obligations are
incorporated in grant agreements and instruments of conveyance in order to protect the public’s
interest in civil aviation and to ensure compliance with federal laws.
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The FAA Airport Compliance Program is designed to ensure the availability of a national system
of safe and properly maintained public-use airpor(s operated in a manner consistent with the
airport owners’ federal obligations and the public’s investment in civil aviation.

The Airport Compliance Program does not control or direct the operation of airports. Rather, it
monitors the administration of the valuable rights pledged by airport sponsors to the people of
the United States in exchange for monetary grants and donations of federal property to ensure
that the public interest is being served. FAA Order 5190.6B sets forth policies and procedures
for the FAA Airport Compliance Program. The Order establishes the policies and procedures to
be followed by FAA personnel in carrying out the FAA’s responsibilities for ensuring airport
compliance. It provides basic guidance for FAA personnel in interpreting and administering the
various continuing commitments made to the United States by airport owners as a condition of
receiving a grant of federal funds or the conveyance of federal property for airport purposes.
The Order analyzes the various obligations set forth in the standard airport sponsor assurances,
addresses the nature of those assurances, addresses the application of those assurances in the
operation of public-use airports, and facilitates interpretation of the assurances by FAA
personnel.

The FAA Compliance Program is designed to achieve voluntary compliance with federal
obligations accepted by owners and/or operators of public-use airports developed with FAA-
administered assistance. Therefore, in addressing allegations of noncompliance, the FAA will
make a determination as to whether an airport sponsor is currently in compliance with the
applicable federal obligations. Consequently, the FAA will consider the successtul action by the
. airport to cure any alleged or potential past violation of applicable federal obligation to be
grounds for disinissal of such allegations.

FAA Enforcement Responsibilities ‘
The Federal Aviation Act of 1958, as amended (FAAct), 49 U.S.C. § 40101, et seq., assigns the FAA

Administrator broad responsibilities for the regulation of air commerce in the interests of safety,
security, and development of civil aeronautics. Pursuant to 49 U.8.C. § 47122, the FAA has a statutory
mandate to ensure that airport owners comply with their federal grant assurances.

Analysis and Discussion

For the most part, the allegations describe decisions made by GIAA that led to actions or
omission that concerned the two Complainants. Flowever, the complaint did not describe how
and which grant assurances were being violated as a result of GIAA’s decisions. The above
grant assurances were selected for review because they provide a standard against which to
compare the allegations and are the ones that more commonly cause compliance problems for
airport owners.

1. Allegation: The GIAA executed the original lease with PacAir for a low ground rent so the
cargo building could be used for airport related activities.

FAA Analysis: The record shows that GIAA entered into the original lease and used a
professional appraisal to determine the fair market value (FMV) of the leased property based on
& proposed use that included both aviation and non-aviation users.



Conclusion: It would appear that GIAA exercised due diligence to plan and execute a lease for
the airport property. GIAA did not compromise its rights and powers by soliciting and executing
the lease. (Grant Assurance 5) The FAA concludes that there is no grant assurance violation.

2. Allegdllon A lease agreement with PacAir was amended four different times incorporating
provisions that were beneficial to PacAir and detrimental to GIAA. For example,

- GIAA subsidizes PacAir by paying rent to PacAir for space in the cargo building.

- Rent is deferred and repaid in installments over 15 years without interest.

- GIAA expended resources to promote and execute the leases for the new cargo centet.

- Space in the cargo building was subleased to GIAA at excessive rental rates.

- GIAA sub-subleased space to Customs.
FAA Analysis: GIAA made decisions to amend the lease agreement several times and changed
the terms and conditions of the lease considerably. In doing so, GIAA exercised its management
discretion and prerogative. The FAA cannot replace its own decision for that of the airport
sponsor. GIAA has the ability to make good and bad decisions. The quality of a decision does
not determine whether or not it complics with the grant assurances. Although critics may deride
an airport sponsor’s decisions, the decisions may not actually conflict with the grant assurances
because even bad decisions may not violate a grant assurance, A decision must cross the line
into noncompliance and actually violate the grant assurances before they can be found 10 be
noncompliant by the FAA.
Conclusion: Grant Assurance 24 directs GIAA to make the airport available on reasonable terms
for aeronautical uses. Grant Assurance 24 directs GIAA to make the airport as self-sustaining as
possible. The assurances do not describe the specific means that GIAA should follow to make
the airport available and self~sustaining. Although the criticisin alleges that GIAA’s decisions
were imprudent, imprudence alone is not a violation of the grant assurances. Therefore, we must
conciude that they were not a violation of the grant assurances.

3. The lease term was extended from 30 to 50 years. Along with the 10-year option, the full
term of the lease was increased to a total of 60 years. Under Guam law, leases greater than 40
years are illegal.

FAA Analysis: In accordance with Grant Assurance 22, the airport must be made available on
reasonable terms without unjust discrimination to all classes of acronautical activities. GIAA
was negotiating with PacAir for a new airport cargo facility, Furthermore, GIAA and PacAir
apparently considered the new term to be reasonable in view of the other changes to the lease.
agreements. Furthermore, GLAA provided information to indicate that the lease with PacAir,
although greater than 40 years, is not a violation of Guam law.

Conclusion: The FAA cannot speculate whether or not GIAA could have negotiated better terms
and conditions. At the time of the negotiations, the terms and conditions were deemed
reasonable by the parties. As a result, The FAA concludes that there is no grant assurance
violation.

4. GlAA allowed subleasing the PacAir cargo building to non-aeronautical tenants, such as the
Social Security Administration.

- PacAir leases space to tenants, some of which are non-aviation businesses. PacAir, rather
than GIAA, collects these rents.



FAA Analysis: Both the appraisal and the lease agreement anticipated that the cargo building
would be used for aviation and non-aviation activities. The appraisal estimated FMV based on
the contemplated use of the building for both aviation and non-aviation tenants. It was also
expected that existing airporf tenants might relocate to the new facility form elsewhere on the
airport. The lease was drafted and the building was built to accommodate the space needs of
these different airport-groups. Apparently, some off-airport tenants chose to move to the cargo
building, such as the Social Security Administration. It appears that the building has ample
space, so it can acconunodate extra tenants from off the aitport w1th0ul displacing any airport or
- aeronautical tenants.

Conclusion: The FAA cannot speculate why the Social Security Administration, or any other
off-airport entity, relocated to the airport cargo building. The decision to include nosn-
aeronautical ténants in the cargo building is not necessarily improper if the right conditions and
approval exist, as they do in this case. Per Grant Assurance 19, non-aviation uses should not
interfere with aeronautical uses of the airport. The FAA would not object to leasing of available
space to the Social Security Administration at FMV if there is vacant space available in the
building that can be used 1o accoimmodate acronautical tenants that might need space in the
future. Since the FAA is not objecting to the non-aviation tenants, the FAA concludes that there
is no grant assurance violation.

5. A security risk exists because pedestrians and vehicles have access to the cargo building when
they visit the facility.

FAA Analysis: GIAA reports that controls are in place to keep unauthorized people from
entering the airfield, so GIAA is complying with Grant Assurance 19. The FAA enforces Title
14 Code of Federal Regulations Part 139.329 and 335 and requires that airport owners maintain
an effective program to keep pedestrians and vehicles away from the airfield. The
Transportation Security Administration (YSA) maintains regulations limiting access to the
secured areas of the airport. GIAA is subject to inspections by both the FAA and TSA to ensure
these regulations are being enforced. The FAA has not detected any violations of these safety
standards during our inspections at GUM.

Conclusion: The FAA concludes that there is no grant assurance violation.

6. Rental rate for the land is below FMV.

- Rental rate that GIAA pays to PacAir is more than FMV.

- Rental rate of $0.04 monthly per square foot for ground leases is lower than FMYV.

- Rental rate for warehouse space elsewhere in Guam is $0.50 monthly per square foot,

- GIAA subleases space in excess of market rates in the cargo building for its maintenance
department to subsidize PacAir.
FAA Analysis: The planning done for the cargo center included 4 professional appraisal to
determine the FMV of the airport property. The application of the Grant Assurance 24 to leases
for airport property requires that the following standards be used: Aeronautical users must be
charged reasonable rates, which allow certain flexibility in the rate setting process depending on
the specific airport circuimstances and the terms of the deal. Non-acronautical users must be
charged fair market value rates that are best established using an appraisal.
It is true that the subleasing arrangement of the amended leases has complicated the relationships
between landlord and tenants. We are not evaluating the merits of this arrangement. The fact is
that GIAA has allowed non-aviation uses of the cargo building, both as landlord and subtenant,
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which should be subject to FMV rental rates. Therefore, the FMV standard is appropriate to the
existing airport circumstances that exist in the cargo building. Under the master lease, PacAir is
subject to a ground rent, which is based on a reasonable standard. As the master tenant, PacAir
is entitled to seek a return on its investment and is charging what is considers to be FMV. GIAA
has.chosen to pay the rental rate that PacAir imposed, Therefore, the two pdrtxes have agreed on
the rate they consider to be FMV.

As specified in Grant Assurance 22, GIAA made the airport available for an aeronautical
activity. GIAA and PacAir negotiated and agreed to rental terms and rates. As explained in the
FAA policy, Policy Regarding Airport Rates and Charges, airport sponsors have substantial
discretion in establishing airport fees and rates structures. The FAA does not set fee levels. The
FAA will not generally challenge a fee that is low and prevents a sponsor from recovering its full
costs unless the shortfall is unreasonably shifted to another acronautical group or user.
Furthermore, the FAA will not generally investigate fees set by agreement unless it can be shown
that its terms and conditions violate a grant assurance, for example, an agreement that grants an
exclusive right in violation of Grant Assurance 23. It is assumed the parties 1o the agreement
exercised their due diligence when agreeing to the terms of the agreement and the specific rental
rates.

Conclusion: In view of the circumstances, the FAA concludes that there is no grant assurance
violation.

7. The lease for the cargo building represents direct cornpetltwn with tax paying entitics.

- GIAA does not pay real estate taxes, income taxes, or gross receipts taxes.

- GIAA is competing with off-airport tax paying entities when it executes on-airport leascs.
FAA Analysis: [tis true that public entities and local govermment agencies may not be subject to
certain local taxes for land they own and control. The FAA does not consider the tax exemption
to be a compliance problem with airport leases. This is standard practice for local governments
on the United States mainland and in its Territories. However, one may wish to consider if
public agencies paid taxcs of their own property, they would have to pass these costs along to the
users and taxpayers.

Conclusion: The FAA concludes that tax issue does not vmlate the grant assurances.

8. Requests for proposals (RFP) were not used to solicit bids for spaces occupied by Customs.
FAA Analysis: GIAA reported that there is no local requirement t0 use RFP’s to lease space at
the airport. When making the airport available for aviation uses, per Grant Assurance 22, FAA
policy does not apeufy that RFP’s are mandatory. The FAA does recommend the use of RFP’s
when airport space is limited. Use of an RFP helps to avoid the appearance of favoritism or
conflict of interest in the selection process. Since RFP’s are not mandatory, there is no
compliance problem.

Conclusion: The FAA conclades that there is no grant assurance violation.

9. GIAA agreed to provide loan guarantees to PacAir for a portion of a construction loan.

FAA Analysis: GIAA reported that no loans were ever guaranteed. Therefore, there is no issue
with a loan guarantee.

~ Conclusion: The FAA concludes that there is no grant assurance violation.
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10. Customs may be leasing more space than needed, which results in higher rental payments to
PacAir.

FAA Analysis: The FAA cannot speak for Customs or formulate an opinion regarding its space
requirements. This is a local government matter.

Conclusion: The FAA concludes that there is no grant agsurance violation.

1. (rlAA leased 32,500 square feet of space and spent $80,000 in the process.

FAA Analysis: GIAA explained that it could not reconcile this statement with the actual square
feet being leased and the actual amount of rental payments being paid because the allegation
does not match the actual figures. Therefore, there is no response to this allegation, although
information offered elsewhere in this document does respond to issues dealing with rental space
and costs.

Conclusion: The FAA concludes that there is no grant assurance violation.

Final Determination

We have given consideration to all the concerns expressed by the Complainants and have
concluded that GIAA’s decisions did not result in acts or omissions that represent non-
compliance with the grant assurances. While it is true that reasonable people may disagree with
decisions made by GIAA, its decisions may not result in a violation of any grant assurance.
Within the range of decisions that airport sponsors can make, whether satisfactory or not, the
FAA takes an interest in correcting decisions that do not comply with the grant assurances. If a
decision does not violate the grant assurances, the FAA does not have authority to intercede to
change it. Itis GIAA’s governing body that is empowered to monitor the actions and decisions
of airport managemment to ensure they are prudent, comply with the law, and safeguard the
‘airport’s financial interest.

Unless there is new evidence to demonstrate that GIAA has violated specific grant assurances,
the Honolulu Airport District Office considers this matter closed.

Sincerely,

/‘ffj/fi vm'“

Manager, Honolulu Airports District Office

cc:
Mr. Alfred Ysrael
Mr. Michael Ysrael



ANTONIO B. WON PAT INTERNATIONAL AIRPORT AUTHORITY, GUAM
' BOARD OF DIRECTORS RESOLUTION NO. 13-02

- RELATIVE TO THE
EXTENSION OF THE AGREEMENT FOR LEGAL SERVICES WITH CALVO FISHER
& JACOB LLP AND THE AGREEMENT FOR LEGAL SERVICES WITH
TEKER TORRES & TEKER NOW KNOWN AS TORRES LAW GROUP

WHEREAS, an Agreement for Legal Services was entered into on May 5, 2010, by and
between the ANTONIO B. WON PAT INTERNATIONAL AIRPORT AUTHORITY, GUAM
(“GIAA”) and Calvo Fisher & Jacob LLP (“CFEJ”) (the “CFJ Agreement”); and

WHEREAS, an Agreement for Legal Services was entered into on May 5, 2010, by and
between the ANTONIO B. WON PAT INTERNATIONAL AIRPORT AUTHORITY, GUAM
(“GIAA”) and Teker Torres & Teker now known as Torres Law Group (“Torres™) (the “Teker
Agreement”); and

WHEREAS, the CFJ Agreement provides for a term of one year with four options to
extend for a period of one year each, not to exceed a total contract period of five years with
GIAA approval; and

WHEREAS, the Teker Agreement provides for a term of one year with four options to
extend for a period of one year each, not to exceed a total contract period of five years with
GIAA approval; and

WHEREAS, the Board of Directors has determined that GIAA continues to require the
services of CFJ and that it is in the best interests of GIAA to extend the term of the CFJ
Agreement for an additional one year period commencing on March 23, 2013, under the same
terms and conditions as set forth in the CFJ Agreement.

WHEREAS, the Board of Directors has determined that GIAA continues to require the
services of Torres and that it is in the best interests of GIAA to extend the term of the Torres
Agreement for an additional one year period commencing on March 1, 2013 under the same
terms and conditions as set forth in the Torres Agreement.

NOW, THEREFORE, BE IT RESOLVED, that the Board of Directors of GIAA
hereby extends the term of the CFJ Agreement for an additional one year period commencing on
March 23, 2013, under the same terms and conditions as set forth in the CFJ Agreemen(; and

BE IT FURTHER RESOLVED, that the Board of Directors of GIAA hereby extends

the term of the Torres Agreement for an additional one year period commencing on March 1,
2013, under the same terms and conditions as set forth in the Torres Agreement.

GIAA - COUNSEL RESOLUTION - Mar 28 2013 1
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DULY AND REGULARLY ADOPTED BY THE BOARD OF DIRECTORS OF THE
ANTONIO B. WON PAT INTERNATIONAL AIRPORT AUTHORITY, GUAM AT THE
MARCH 28, 2013 REGULAR BOARD MEETING.

FRANCISCO G. SANTOS, Chairman ROSALINDA A. TOLAN

JESUS Q. TORRES MARTIN GERBER
LUCY ALCORN EDWARD G. UNTALAN
ATTEST:

AMANDA RIOS, Board Secretary

GIAA - COUNSEL RESOLUTION - Mar 28 2013 2



BOARD APPROVAL OF DISBURSEMENTS
February 27, 2013 - March 26, 2013 -
Ratified by the Board of Directors on
March 28, 2013 Regular Meeting

Payee Amount Purpose - Date Approved
Aircraft Service
International Group $87,054.09 Outbound Baggage System for Jan 2013 2/27/2013
Government of Guam Payroll Employee & Employers
Retirement Fund $147,252.76 Contribution for PPE 02/23/13 2/28/2013
BEJJESS Enterprises Inc. CIP - AIP65 Electrical (Power Hardening
DBA: GEMCCO $80,949.79 Phase 2) 3/6/2013
DB's Builders $52,242.66 Terminal Water Distribution System 3/6/2013
Tréasurer of Guam $76,278.24 FY13 Supplemental Benefits 3/7/2013

' Janitorial Services for the month of

J.J. Global Services $92,669.68 January and February 2013 3/7/2013
Government of Guam Payroll Employee & Employers
Retirement Fund $146,188.29 Contribution for PPE 03/09/13 3/14/2013
Pac Air Properties LLC $88,200.00 Rental Space Lease 3/15/2013
Morrico Equipment $226,899.00 Purchase Rescue/Tow Vehicle 3/15/2013
Aircraft Service
International Group $89,074.40 QOutbound Baggage System for Feb 2013 3/19/2013
Propacific Builder CIP - AIPG5 Replace/Upgrade Apron Area
Corporation $108,422.82 Ramp Light System 3/20/2013
Continental Micronesia $225,371.22 Loading Bridge Maintenance 3/20/2013
Sumitomo Mitsui
Construction Co. Ltd. $672,286.64 CIP - ILS 6L24R AIP7/478 3/25/2013
E&A Engineers $81,224.01 CIP - Code Upgrade & Survey Mapping 3/25/2013
Guam Power Authority $533,821.84 Power 3/26/2013

TOTAL:

$2,707,935.44
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— Executive Manager’s Report
GIAA Board of Directors Meeting
March 28, 2013
A.B. WON PAT

INTERNATIONAL AIRPORT AUTHORITY, GUAM

AIRLINE ISSUES

CHARTER FLIGHTS
Delta .
Delta will be increasing operations between Japan and Guam for Golden week as follows:
* Nagoya/ Guam - Service increases from 7 to 9 weekly from May 2 through 6, 2013.
¢ Osaka Kansai/ Guam - Service increases from 7 to 9 weekly from May 2 through 6, 2013 _
» Tokyo Narita /Guam - 1 of 3 daily service will be operated by Airbus A330-300 instead of Boeing 757
from April 26 through May 6, 2013.
Delta regular operations are three daily flights from Tokyo to Guam, one daily flight from Osaka to Guam, and a
daily flight from Nagoya to Guam.

Skymark .
Skymark, a lapanese domestic airline, commenced service with nine charter flights that operated March 14

through 23, 2013 on the NRT/GUM route utilizing B738 aircraft with a 177-seat capacity, adding.1,593 seats in
this 9-day period. The charters were unique in operating during non-peak hours with Skymark’s arrival at
7:35pm and departure at 9:40am. Speculation within the industry is that Skymark may be positioning itself to
join SkyTeam, of which Delta Air Lines is a membper airline.

EVA Air
EVA Air operated 5 additional round trip charter flights to their twice-weekly scheduled flights on the TPE/GUM

route between March 17 and 23, utilizing A330 aircraft with a 252 seat capacity. With the inclusion of Taiwan to
not only the Guam CNMI Visa Waiver Program, but extended to the U.S. Visa Waiver Program, Guam has
become an increasingly convenient and preferred destination for Taiwan travelers with direct flights to Guam
serviced by EVA Air and China Airlines. ‘

TICKET COUNTER CONSTRUCTION
Ticket counter construction is underway in the West ticket lobby. Six passenger check-in counter positions are
pfanned to accommodate increased demand and anticipated new market entrants.

' FIDS/BIDS System Upgrades
Interim upgrades to the FIDS/BIDS system will begin with the replacement of monitors and system
software updates which will include access to the system to all airlines and staff as well as remote user
capabilities. The current system software is 16 years old, and the modification or upgrade will tie into
all electronic signage at gates, baggage information monitors, and Flight Information Display units.
The replacement monitors are 42" LEDs, which are 16 lnches larger than current monitors for
enhanced visibility. ‘ N
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Executive Manager’s Report
GIAA Board of Directors Meeting
March 28, 2013

LEGISLATIVE ISSUES

Bill 60-32

An act to create the "Made in Guam" business incubator program within the Antonio B. Won Pat Guam
International Airport Authority; to authorize the promulgation of rules and regulations for the program; to
provide incentives for eligible businesses; and, to provide sources of funding for the program.

Bill 55-32
An act relative to transfer of the a tract of land currently leased to South Pacific Petroleum Corporation from the
Guam International Alrport Authority to the Chamorro Land Trust Commission.

Bill 52-32

An act relative to the transfer of autonomous agency revenues to the autonomous agency collections fund. This
pertains to the $875k annual assessment on GIAA, PAG, and GPA for use of general fund services, uncollected
since 1985 to present, and to the future, be null and void.

Bill No. 29-32

An act relative to Competitive Equalization Act on the leasing of Government of Guam property. This bill would
require all income received from commercial land leases made by autonomous agencies and public entities to
be assessed business privilege taxes, and that all improvements made on these commercial leased properties be

assessed real estate taxes.

Bill 69 -32
An act to relative to the duration of commercial leases for public real property and related facilities. This bill
seeks to establish a five (5) year standard for the duration of leases, inclusive of extension and renewal options.

FAA Visit

Representatives from FAA’s Airport District Office will be meeting with Management and Division Heads on April
15 and 16, 2013 to discuss AlP project updates and general compliance. FAA’s annual certification inspection of
Guam Airport facilities is scheduled for April 29, 2013. Training, annual re-certifications, self inspections,
documentation and record-keeping will be reviewed, along with the airfield, runways, aprons and safety areas.

TSA |
TSA has awarded the Airport Authority of $1,051,200.00 to fund 3 years services under its LEO

Reimbursement Program. This programs approximately $350K a year for Airport Pol:ce services at the
TSA checkpoint, and is effectlve April 1, 2013.

PROCUREMENT

IFB for Custodial Maintenance

Announced: January 25, 2013

Pre Bid: February 6, 2013 10:00am
Submission Deadline: March 29, 2013 2:00pm

7 20f3
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Executive Ménager’s Report
GIAA Board of Directors Meeting
March 28, 2013

ANNOUNCEMENTS

» Career Day Presentations — Airport Police Patrol and K9 Units, along with ARFF firefighters,
were guest speakers at Untalan Middle School for Career Day, on March 22, 2013.

* Special Olympics Volunteers — Airport Police officers and recruits volunteered to support the
Special Olympics held Saturday, March 23, 2013 at the Okkodo High School campus.

*» GIAA's ARFF Division will be supporting United’s Annual Plane Pull with a firetruck
display/standby and EMT support for the event.

* ASiYu'us Ma'ase to all GIAA employees, airlines and tenants for their support and participation in our
Annual Gupot Chamorro fiesta held last Thursday in the East Ticket Lobby. We also thank all the
volunteers for their coordination and set up for the weekly meriendas for our visitors in the first two

weeks of March.
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P0O. Box 8770
Tamuning, GU 96931

Tel (671) 646-0300
Fax (671) 646-8823

www.guamairport.com

March 26, 2013

MEMORANDUM

To: Mr. Francisco G. Santos
Chairman

GIAA Board of Directors

Carlos Bordallo !N/

Acting Comptroller

From:

Subject: Operating Results - Revenues and Expenses as of

February 28, 2013
Attached herewith is GIAA's Operating Results Report for the month ending February 28, 2013.
This report summarizes the Budgeted versus Actual Revenues and Expenses for the month and
year-to-date results ended February 28, 2013.

The key operating results for 5 month(s) of FY 2013 ending February 28, 2013 - (in $000's) are:

YEAR-TQ-DATE FORECAST FOR FULL
YEAR-FY13
% Variance
CATEGORY Budget vs. Actual Actual Y-T-D % Variance
Budgst Actuaf + Remaining Budget vs,
FY 13 FY 13 Y-T-D Y-T-D FY 13 Estimate for
Y-T-D Y-T-D Gurrent Last Budget Full Year
Month Month
Total Signatory Revenues $11,342.5 $12,3168.1 8.6% 7.8% $28,298.9 3.6%
Total Concession Revenues $4,642.5 $4,580.0 -1.3% 1.2% $10,795.7 -0.6%
Total PFC's $2,480.0 $2,761.1 10.9% 13.7% $6,246.5 4,5%
Total Other Revenues §$6,454.6 $6,470.4 2% 8.9% $15,148.7 1%
‘Total Operating Revenues $24,929.6 $26,130.6 4.8% 7.4% $60,489.8 2.0%
Total Operating Expenses $18,336.2 $14,208.9 | -225% | -25.3% $36,315.1 -10.2%
Net Revenues from Operations $6,593.4 $11,921.7 80.8% 123.0% $24,174.7 28.3%
Non-Cperating Expenses $250.0 $195.4 -21.8% | -30.5% $445.4 -10.9%
Cther Available Moneys/other $2,004.7 $1,803.5 -10.0% -0.0% $4,582.1 -4.2%
sources of funds
Net Debt Service Coverage 1.22 1.94 59.2% 87.4% 1.69 21.5%
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Page 2 - Operating Results as of February 28, 2013

Year-to-date Total Signatory Revenues for the month ending February 28, 2013 are above Budgeted
revenues by 8.6%. Signatory revenue estimates are based on projections submitted by Signatory
airlines and adopted in the annual budget.

Year-to-date Total Concession Revenues are below budget estimate by -1.3% and Passenger
Facility Charges are above budget estimates by 10.9%.

Year-to date Total Other Revenues, inclusive of non-signatory and non-airline revenues, are above
the budget estimate by .2%.

Year-to-date Total Operating Revenues Actual of $26.1M is 4.8% above the budget estimate of
$24.9M.

Year-to-date Tota! Operating Expenses are below budget by -22.5% from budget. Components of this
line item include a -11.5% decrease in Personnel Setvice, a -27.7% decrease in Contractual Services,
a -44.0% decrease in Materials & Supplies and a -100% decrease in Equipment/Furnishings from
budgeted amounts for these respective categories.

The actual year-to-date Net Revenues from Operations of $11.9M reflects an increase of 80.8% over
the year-to-date budgeted amount of $6.6M.

Finally, our year-to-date results for Debt Service Coverage is at 1.69 versus the requirement of 1.25.

Should you have any questions, please contact me at your convenience.

Attachments

cc: Board of Directors
Executive Manager
Deputy Executive Manager
Frank R. Santos, Expansion
Division Heads
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CALVO FISHER & JACOB wur

CC:

FROM:

DATE:

CALVO FISHER & JACO

04:23:08pm.  03-20-2013 22

255 MART R STREET

SUITE 100

Haoivita, Gusy D690

P: 871 .546,035% F, a7 .640,8403
WY CALVOFISHER.COM

writer's direct e-mail:
Idpminn{@cpivofisher.com

RECOMMENDATION OF COUNSEL

Board of Directors
ANTONIO B. WON PAT INTERNATIONAL
AIRPORT AUTBORITY, GUAM

Mr, Charles H. Ada 1l

Executive Manager

ANTONIO B. WON PAT INTERNATIONAL
AIRPORT AUTHORITY, GUAM

Janalynn Cruz Damian -

March 20, 2013

SUBJECT: Executive Session

Pursuant to 5 G.C.A. § 8111(c)(1), I hereby recommend that the Board of Directors of
GIAA conduct an Executive Session at the next regularly scheduled Board meeting to discuss
pending or threatened litigation to which GIAA is or may be a party.
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