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HAYWARD

HEART OF THE BAY

DATE: July 20, 2010
TO: Mayor and Council
FROM: Director of Public Works

SUBJECT:  Authorization for the City Manager to Negotiate and Execute a New Ground Lease
with American Aircraft Sales at Hayward Executive Airport

RECOMMENDATION

That Council adopts the attached resolution relying on the previously certified EIR for the Airport
Master Plan and authorizes the City Manager to negotiate and execute a new Ground Lease with
American Aircraft Sales.

BACKGROUND

American Aircraft Sales, a tenant on the Airport since 1958, recently notified Airport staff of its
desire to renew its existing ground lease with the City. The American Aircraft Sales ground lease is
scheduled to expire on December 31, 2010. The existing leasehold property is divided into four
parcels totaling 119,734 square feet. The leasehold contains a single 7,425 square foot combined
hangar and office building, which has remained largely unaltered since originally constructed in
1958. The original hangar constructed in 1958 does not meet present building code standards, and
modification of the existing structure would not be cost effective.

American Aircraft Sales’ principal business is the sales and brokerage services of new and used
General Aviation aircraft. American Aircraft Sales built one of the first non-military, commercial
hangars on the north side of the airfield in 1958, leading the way for other airport related
development. American Aircraft Sales is owned and operated by the Couches family and has
remained a family-owned and operated business since its inception in 1956. In February 2010,
American Aircraft Sales met with City Planning staff for preliminary review of its site
redevelopment plan, and the proposal was discussed with the Council Airport Committee on April
22,2010. The Couches family desires to begin construction and redevelopment of the leasehold
property as quickly as possible to take advantage of the present lower costs of construction (see
Attachment 1I-Site Plan).

DISCUSSION

American Aircraft Sales proposes to redevelop its site by constructing up to three new 11,900
square foot hangars on what will be a single leasehold parcel. The present leasehold property is



divided into four separate parcels: Hangar Lots I and II and Lots GI and GII, totaling 119,159
square feet, A City storm drain easement crosses the property (Attachment III).

Staff has worked with the Couches family to negotiate terms for a new ground lease, taking into
consideration the value of the lease, the benefit to the City and Airport, and the amount of required
investment. Based upon the uncertain timeframe for completion of subsequent phases of the
development, staff is recommending a lease term of thirty-five years, with an option for two, seven
and a half year extensions with completion of each additional phase of construction, The two, seven
and a half year extensions will only be available if construction is completed within the specified
time periods contained in the lease.

Summary of Proposed Development Phases - Proposed development of the site would occur in three

_separate phases of construction, proposed to span a period of ten years. Construction of Phase I
would entail a single new hanger and 1,600 square feet of attached office space that, when
completed, will allow the original hangar built in 1958 to be demolished and cleared from the site.
The Phase I work is estimated to cost approximately $1.4 million and is expected to start’
immediately following approval of building permits. The proposed lease includes a requirement that
construction of Phase I be completed within three years. Once construction of the new hangar and
attached office space contained in Phase I is completed, removal of the original 1958 hangar must
occur within twenty-four months, providing American Aircraft Sales five years from the effective
date of the lease for completion of Phase L.

Completion of Phase I will allow American Aircraft Sales to move several personal aireraft owned
by the company and presently stored in City of Hayward T-hangars to their newly constructed
hangar facility. This action will make five small T-hangars and one executive hangar available to
persons on the Airport hangar waiting list.

Phases IT and III, while proposed to be constructed five years after the completion of Phase I, could
be constructed earlier if market conditions allow. Alternatively, the Couches family could choose
not to proceed with building any additional phases and keep the thirty-five-year lease term, which
only requires the completion of Phase L. If the Couches family determines to proceed with
subsequent phases of development, the lease requires Phases II and III of the development to be
completed by 2020. These additional phases would be used primarily as a showroom for the Cessna
Mustang Jet Sales Center and for sublease of space to other Airport tenants.

If all three phases of construction are completed, the American Aircraft Sales ground lease would
extend for a period not-to-exceed fifty years. The remaining terms of the lease are consistent with
current Airport leases. Specifically, future rent adjustments are based on the standard CPI
adjustment and property appraisal adjustment in alternating five year periods. American Aircraft
Sales has also agreed to incorporate Leadershlp in Energy and Environmental Design (LEED)
certification into its development

Summary of Business Plan - American Aircraft Sales’ business plan includes the addition of the
Cessna Mustang line of very light business jets (VL) to its sales portfolio. The addition of a new jet
aircraft sales and service center on the Hayward Airport is viewed by staff as a positive move that
will provide additional Airport revenue from increased fuel sales, City revenue from sales taxes on
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aircraft purchases, personal property taxes on aircraft that remain based in Hayward, as well as
possessory interest tax revenues on the physical improvements built upon the lease property.
American Aircraft Sales projects a thirty percent increase in revenues within the first two years
following construction of Phase I. American Aircraft Sales is workingto become a fully Certified
Cessna Sales center, a decision that will shift its focus from sales of predominantly used, small,
personal General Aviation aircraft to the new Cessna Mustang VLI. Unlike the decreased market.
for small personal aircraft over the last three years, sales of new and used jets have remained fairly
steady, due to declining prices, boosting sales of jet aircraft to overseas markets.

Environmental Review - The Hayward Fire Department has determined that there is no record of
closure for the removal of an existing fuel tank from the premises in. 1997 and has requested the
Airport’s assistance in resolving this issue. In order to address this issue, Airport staff has been
working with the Couches family to obtain proper site closure from the Regional Water Quality
Control Board. The requirement to obtain closure of the site has been incorporated as a performance
condition in the negotiated lease. It is estimated that closure may take up to thirty-six months to
complete, but is not anticipated to require any significant mitigation to obtain formal closure.

Staff has also submitted the Couches redevelopment plan to the Federal Aeronautics Administration
(FAA) for Environmental Review under the National Environmental Policy Act (NEPA). Based
upon conversation with FAA Envirenmental staff; the project is being processed as categorically
exempt under NEPA guidelines; therefore, requiring no further action,

Staff has reviewed and considered the plan of action to build the new hangar development in
accordance with the California Environmental Quality Act, finding that the development is
consistent with the Airport’s Environmental Impact Report (EIR) completed in 2002 for the current
Airport Master Plan. The EIR and Master Plan considered various levels of facility development,
but the impact analysis was largely based on annual aircraft operatlons forecast to exceed 220,000
by the year 2020.

‘Due to the downturn in the economy, present operations are projected to be fewer than 100,000 for
this year and are, therefore, not expected to reach the forecasted numbers projected to occur by
calendar year 2020. The reduction in operations would result in a reduction in the potential impacts
analyzed in the EIR that were associated with the number of annual operations such as noise, air
quality, and traffic impacts. The proposed lease authorizes activities within the scope of the Airport
Master Plan examined in the EIR and as no new impacts are anticipated to occur, no new mitigation
measures are required. ‘Thus, no additional environmental review is required and the City can rely
on the previously approved EIR in approving the lease.

‘Staff recommends approval of the American Aircraft Sales Ground Lease. The benefit and value
returned to the Airport, aviation community, and the City are such that issuance of a new long-term
lease is warranted. Redevelopment of the site will be funded internally by American Aircraft Sales,
allowing construction of Phase I to begin unmedlately following approval of the lease terms and
acquisition of necessary building permits.
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FISCAL AND FINANCIAL IMPACT

At present, the America Aircraft Sales Ground Lease generates $33,528 in annual lease revenue.
Because of a provision contained in the original 1954 Airport Rules and Regulations, American
Aircraft Sales had been provided 7,425 square feet of rent-free space under the existing lease, which
-is equal to the area of the existing hangar. This provision no longer applies to ground leases and,
therefore, staff was able to return 7,425 square feet for inclusion in the new rent calculation, for a
total lease area of 119,159 square feet in the proposed lease. Thérefore, under this new lease,
American Aircraft Sales will pay $35,748 in annual lease revenue.

The Couches family has-also agreed to provide a one-time contribution of $35,000 to offset the
development’s potential impact upon future Aircraft Rescue and Firefighting (ARFF) requirements.
Council should recall that in December 2009, Airport Property Partners also made a one-time
contribution of $100,000 to support future Airport ARFF requirements and infrastructure needs as
part of its lease negotiations. While not impacting the Airport’s revenue, as noted above, expansion
of American Aircraft Sales is expected to bring significant sales tax and potential aircraft property
tax revenue to the City’s General Fund based on the proposed VLI sales.

PUBLIC CONTACT

~ This matter was brought before the Council Airport Committee and discussed at its April 22, 2010
meeting, Members of the Committee expressed their support for a new ground lease and
redevelopment of the site and were pleased with the potential increase in City revenue. Other
Airport tenants also support American Aircraft Sales’ plan to add new hangars on the Airport,
realizing that construction of these larger hangars will free up several City-owned T-hangars, filling
a need that exists for more small private aircraft hangar space, while also bringing additional
revenue for the Airport and the City.

Prepared by: Lloyd Partin, Airport Manager
Recommended by: Robert A. Bauman, Director of Public Works

Approved by:

Fran David, City Manager

Attachments:

Attachment I: Resolution
Attachment II: American Aircraft Sales Site Plan

Attachment I1I; Plot Plan
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DRAFT

HAYWARD CITY COUNCIL
RESOLUTION NO. 10-_

Introduced by Council Member:

RESOLUTION RELYING ON THE PREVIOUSLY
CERTIFIED EIR AND FINDING THAT NO FURTHER
ENVIRONMENTAL REVIEW IS REQUIRED UNDER
CEQA AND AUTHORIZING THE CITY MANAGER TO
NEGOTIATE AND EXECUTE A NEW COMMERCIAL
AVIATION SITE LEASE WITH AMERICAN AIRCRFAFT
SALES AT THE HAYWARD EXECUTIVE AIRPORT

WHEREAS, American Aircraft Sales currently has a leasehold with the City of
Hayward for premises located at the Hayward Executive Airport, which is due to expire on
December 31, 2010; and

WHEREAS, representatives of American Aircraft Sales and the City of Hayward
have been working on various proposals for construction of a hangar development that would be
consistent with the terms set forth by the City, and still meet the needs of the airport and the
developer; and

WHEREAS, the City and American Aircraft Sales have reached agreement on
acceptable terms to construct new hangars on the leasehold site; and

WHEREAS, the EIR for the Airport Master Plan was certified by the City Council
in 2002, and the activities proposed by the developer and authorized by the proposed lease are
within the scope of the activities analyzed in the EIR, no new effects that have not been examined
will occur and no new mitigations are needed; and

WHEREAS, based on the foregoing determinations, the City Council relies on the
EIR certified for the Airport Master Plan and finds that further CEQA review is not required.

NOW, THEREFORE, BE IT RESOILVED, that the City Council of the City of
Hayward hereby finds that the project activities are within the scope of the Airport Master Plan
EIR, no new effects that have not been examined will occur and no new mitigations are required.
The City Council hereby relies on the previously certified EIR and finds that no further
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environmental review is required and authorizes the City Manager to negotiate and execute a new
commercial aviation site lease with American Aircraft at the Hayward Executive Airport as
described in the staff report, in a form approved by the City Attorney.,

IN COUNCIL, HAYWARD, CALIFORNIA , 2010

ADOPTED BY THE FOLLOWING VOTE: |

AYES: COUNCIL MEMBERS:

MAYOR:

NOES: COUNCIL MEMBERS:
ABSTAIN:  COUNCIL MEMBERS:
ABSENT: COUNCIL MEMBERS:

ATTEST:
City Clerk of the City of Hayward

APPROVED AS TO FORM:

City Attorney of the City of Hayward
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SITE PLAN

AMERICAN AIRCRAFT
Zioks SKYWEST DRIVE
HAYWARD, CALIFORNIA 94541

Attachment 11
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