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Via Facsimile 510-583-3636 and Email: List-Mayor-Council@haywanl-ca-gov

Mayor Michael Sweeneyand
City Council Members
City of Hayward
City Hall Building
777 B Street
Hayward, CA 94541-5007

Airport Property Partners, LLC

DearMayor Sweeneyand Fellow CouncilMembers:

I write to follow up on an earlier letter I sent on December 16, 2011 on behalf of my clientsAirport
Property Partners, LLC and HaywardFBO, LLC, (knownas APP Jet Center) regarding a proposed
lease of hangar space with HaywardAirport Development LLC('HAD"). Althoughwe appreciate the
fact that the City has reconsideredthe earlierproposed below-market rent, we believe that the newly
proposed rent of $1.00 per square foot per year for the hangarspace as set forth in its now-issuedstaff
report is still woefullybelow market and cannot be lawfullyjustified. In short, we do not believethat
the new proposed rent changes any arguments raised in our December 16th letter, and in fact the
explanation for the new rent expressed in the staff report still docs not justify such a deviationfrom
market rates. Indeed,there is no dispute that the public rate for City-ownedhangarsis about$3.76 per
square foot per year, and that this is presumablybased on market rates. Thestaff report seemsto
indicate that a nearly 70 percent discount from this rate is warrantedbecauseofthe age of the hangar,
the fact that other land is requiredto be leased, the risk offmancial difficulties in dealing witha brown­
field site, and the disruptioncaused to HAD by the remaining clean-upto be done. All of these factors
are merely mentionedand not adequatelydiscussedor supported. Moreover, there is no
acknowledgmentthat the hangarssubject to the lease agreementare superior to others at the Hayward
Airport; there is no specificationof what work needs to be done and at what cost to update the hangars;
the remediation to be done at the site is the responsibilityof the Air Force, not HADand disruptions
caused by that remediation could in fact affect other hangar operators, as well. Perhaps most
importantly, there is no evidencethat the City followed its own requiredproceduresin making sueh a
dramatic adjustmentto the market rent. Accordingto the most recent Master Fee Schedule, "Everyfour
(4) years, staffwill conduct a market analysis to ensure that hangar rents are consistentwith the
prevailing market rates. If analysis demonstratesthat hangar rents require modification, such shall be
accomplished during the next hangar adjustmentperiod. Such rates shall be charged unless otherwise
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directed by the Council." Although the Council is clearlybeing asked to approve a below-market
hangar rate, there is no analysis or factually supported basis fordramatically slashing an otherwise
approved marketrate. Wewould ask thatthis analysis be done before any negotiations arecompleted
and a leaseapproved.

We thank you for your attention to this matter, andshouldyouhave any questions, pleasegive me a call.
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