ADDISON

®

REGULAR WORK SESSION & MEETING
OF THE CITY COUNCIL

April 26, 2016

ADDISON TOWN HALL
5300 BELT LINE RD., DALLAS, TX 75254
5:30 PM EXECUTIVE SESSION & DINNER

6:00 PM WORK SESSION
7:30 PM REGULAR MEETING

Executive Session

1. Closed (executive) session of the Addison City Council pursuant to:

Section 551.071, Tex. Gov. Code, to conduct a private consultation
with its attorney:

(A): to seek advice about (a)pending litigation or contemplated
litigation; or (b) a settlement offer

e Town of Addison v. Ashton Dallas Residential, LLC Cause
No. CC-15-01583-E

e Town of Addison v. Ashton Dallas Residential, LLC Cause
No. CC-15-01588-A

(B): on a matter in which the duty of the attorney to the governmental
body under the Texas Disciplinary Rules of Professional Conduct of
the State Bar of Texas clearly conflicts with Chapter 551, Tex. Gov.
Code, pertaining to



e The ponds or lakes at Vitruvian Park located within the
vicinity and east of the intersection of Vitruvian Way and
Ponte Ave., and Farmers Branch Creek

¢ 4150 Beltway

Section 551.087: To deliberate commercial or financial information that
was received from a business prospect htat seeks to locate, stay or
expand in or near the territory of the governmental body, and with
which the governmental body is conductin economic development
negotiations.

e Addison Grove Development Agreement

RECONVENE INTO REGULAR SESSION: In accordance with Texas
Government Code, Chapter 551, the City Council will reconvene into
Regular Session to consider action, if any, on matter discussed in
Executive Session.

WORK SESSION

Present And Discuss Updates On Taste Addison 2016.

Present An Update On The Master Transportation Plan And
Discuss Appointments To The Master Transportation Plan
Advisory Committee.

REGULAR MEETING

Pledge of Allegiance

Announcements and Acknowledgements regarding Town and Council
Events and Activities

Discussion of Events/Meetings




Public Comment.

The City Council invites citizens to address the City Council on any
topic not on this agenda. Please fill out a City Council Appearance
Card and submit it to a city staff member prior to Public Participation.
Speakers are allowed up to three (3) minutes per speaker with
fifteen (15) total minutes on items of interest or concern and not on
items that are on the current agenda. In accordance with the Texas
Open Meetings Act, the City Council cannot take action on items not
listed on the agenda. The Council may choose to place the item on a
future agenda.

Presentation Of Appreciation for City Prosecutor Larry McCallum.

Consent Agenda:

All items listed under the Consent Agenda are considered routine by the City Council and will be
enacted by one motion with no individual consideration. If individual consideration of an item is
requested, it will be pulled from the Consent Agenda and discussed separately.

Consider Approval Of The March 22, 2016 Regular Meeting Minutes.

Consider Approval Of An Ordinance Amending Chapter 46 (Health
and Sanitation) Article Il (Food) In Order To Adopt The 2015

Texas Food Establishment Rules With Local Amendments .

Consider Approval Of Consent To Assignment Of Ground Lease
#0560-1201 (Addison Express Il, L.P.) Commonly Known As 4500

Claire Chennault Drive To Cutter Aviation Deer Valley |, L.P. And

Its Creation Of A Leasehold Mortgage.

Regular Items

10. Consider Approval Of A Resolution For The Appointments To The
Master Transportation Plan Advisory Committee.
11. Discuss, Consider, And Approve A Resolution Approving An

Incentive Agreement With Beltline Beltway Investments, Ltd. and

Urban Intownhomes, LLC For The Addison Grove Redevelopment

Project At 4150 Belt Line Road Commonly Known As The Former

Sam's Wholesale Club Property And Authorizing The City




Manager To Execute The Contract..

12. Presentation And Acceptance Of The Fiscal Year 2015
Comprehensive Annual Financial Report.

13. Presentation And Discussion Of Final Report From Kanter
Forensics, LLC.

Adjourn Meeting

NOTE: The City Council reserves the right to meet in Executive Session closed
to the public at any time in the course of this meeting to discuss matters listed on
the agenda, as authorized by the Texas Open Meetings Act, Texas Government
Code, Chapter 551, including §551.071 (private consultation with the attorney for
the City); §551.072 (purchase, exchange, lease or value of real property);
§551.074 (personnel or to hear complaints against personnel); §551.076
(deployment, or specific occasions for implementation of security personnel or
devices); and §551.087 (economic development negotiations). Any decision held
on such matters will be taken or conducted in Open Session following the
conclusion of the Executive Session.

Posted:
Laura Bell, 4/22/2016, 9:00 pm

THE TOWN OF ADDISON IS ACCESSIBLE TO PERSONS WITH DISABILITIES.
PLEASE CALL (972) 450-7017 AT LEAST
48 HOURS IN ADVANCE IF YOU NEED ASSISTANCE.



Al-1655 1.
Work Session and Regular Meeting

Meeting Date: 04/26/2016

Department: City Manager

AGENDA CAPTION:
Closed (executive) session of the Addison City Council pursuant to:

Section 551.071, Tex. Gov. Code, to conduct a private consultation with its attorney:

(A): to seek advice about (a)pending litigation or contemplated litigation; or (b) a
settlement offer

e Town of Addison v. Ashton Dallas Residential, LLC Cause No.
CC-15-01583-E

e Town of Addison v. Ashton Dallas Residential, LLC Cause No.
CC-15-01588-A

(B): on a matter in which the duty of the attorney to the governmental body under the
Texas Disciplinary Rules of Professional Conduct of the State Bar of Texas clearly
conflicts with Chapter 551, Tex. Gov. Code, pertaining to

e The ponds or lakes at Vitruvian Park located within the vicinity and east
of the intersection of Vitruvian Way and Ponte Ave., and Farmers
Branch Creek

¢ 4150 Beltway

Section 551.087: To deliberate commercial or financial information that was received
from a business prospect htat seeks to locate, stay or expand in or near the territory of
the governmental body, and with which the governmental body is conductin economic
development negotiations.

e Addison Grove Development Agreement

BACKGROUND:
N/A

RECOMMENDATION:
N/A




Al-1656 2.

Work Session and Regular Meeting
Meeting Date: 04/26/2016
Department: City Manager

AGENDA CAPTION:

RECONVENE INTO REGULAR SESSION: In accordance with Texas Government
Code, Chapter 551, the City Council will reconvene into Regular Session to consider
action, if any, on matter discussed in Executive Session.

BACKGROUND:
N/A

RECOMMENDATION:
N/A




Al-1603 3.
Work Session and Regular Meeting

Meeting Date: 04/26/2016

Department: General Services

AGENDA CAPTION:
Present And Discuss Updates On Taste Addison 2016.

BACKGROUND:

Staff will provide an update to the Council on the upcoming Taste Addison Event that will
take place May 13-15, 2016. Presentation will include information regarding the cash
management process, restaurants that will be attendance, an outline of the musical
programming for the weekend, and the marketing media plan.

RECOMMENDATION:
N/A




Al-1651 4.
Work Session and Regular Meeting

Meeting Date: 04/26/2016

Department: City Manager

AGENDA CAPTION:

Present An Update On The Master Transportation Plan And Discuss
Appointments To The Master Transportation Plan Advisory Committee.

BACKGROUND:

Staff and consultants from Prologue Planning and Kimley-Horn will discuss the progress
made to date on the Master Transportation Plan update.

Two community meetings were held in March to gather input from citizens and those that
work in Addison regarding transportation related issues. Additionally, an online survey
was conducted for those not in attendance . The presentation will include an overview of
the findings of these efforts. This information and any direction from Council received
during this discussion will guide the development of the new Master Transportation Plan.

Council will also discuss and make appointments to the Master Transportation Plan
advisory committee. The advisory committee will work with staff and the consultants to
provide more detailed feedback on the issues raised and give input as consultants
discuss different approaches to address various issues as the Master Transportation
Plan is being drafted.

RECOMMENDATION:
N/A




Al-1653 6.

Work Session and Regular Meeting
Meeting Date: 04/26/2016
Department: City Manager

AGENDA CAPTION:
Presentation Of Appreciation for City Prosecutor Larry McCallum.

BACKGROUND:

After 43 years of service to the Town of Addison, City Prosecutor Larry McCallum will be
retiring on May 4, 2016.

RECOMMENDATION:
Presentation only, no action required.




Al-1652

Work Session and Regular Meeting
Meeting Date: 04/26/2016
Department: City Secretary

AGENDA CAPTION:
Consider Approval Of The March 22, 2016 Reqular Meeting Minutes.

BACKGROUND:
n/a

RECOMMENDATION:
Administration recommends approval.

Attachments
DRAFT Minutes




OFFICIAL ACTIONS OF THE ADDISON CITY
COUNCIL
WORK SESSION

April 12, 2016

Addison Town Hall, 5300 Belt Line Rd., Dallas, TX 75254
5:30 PM Executive Session

6:00 PM Work Session

7:30 PM Regular Meeting

Present: Arfsten; Carpenter; Heape; Hughes; Mayor Meier; Moore; Wilcox

Executive Session

1.  Closed (executive) session of the Addison City Council pursuant to:

Section 551.087, Tex. Gov. Code, to deliberate commercial or
financial information that was received from a business prospect that
seeks to locate, stay, or expand in or near the territory of the
governmental body, and with which the governmental body is
conducting economic development negotiations.

* Addison Grove Development

Section 551.072, Tex. Gov. Code, to deliberate the purchase,
exchange, lease or value of real property

* 4460 Belt Line Road, Addison, TX 75001

Council convened into Executive Session at 5:32 pm.
Council recessed the Executive Session at 6:30 pm.

Reconvene from Executive Session

2. RECONVENE INTO REGULAR SESSION: In accordance with
Texas Government Code, Chapter 551, the City Council will
reconvene into Regular Session to consider action, if any, on any
matter discussed in Executive Session.

WORK SESSION

3. Discuss The Naming Rights Policy For The Addison Theatre
Centre.

Addison Conference and Theatre Center General Manager, Mark
Gooch, presented the item to Council. Mr. Gooch stated in the
naming rights policy, the criteria and procedures are intended to:
Establish a naming rights policy for the Addison Theatre Centre
Establish the areas that may be named within the Addison Theatre
Centre

Provide potential donors, the Watertower Theatre, and the Town of



Addison with the criteria, standards and process for approval or
denial of the proposal, duration of the naming rights, installation ad
removal of the recognition.

Council agreed that this policy was important and the guidelines set
would be beneficial to all. The companion item on the agenda will be
considered at the meeting.

4. Present An Update On The Master Transportation Plan And
Discuss Appointments To The Master Transportation Plan
Advisory Committee.

Council received a presentation from the consultants involved with
the Master Transportation Plan project. Council agreed that the
number of responses received were much lower than they had
hoped. They discussed ways to reach out to the rider who use
DART buses in Addison and more of the businesses in Addison.

Charles Goff spoke to Council regarding the appointment of the
Master Transportation Plan Advisory Committee. He stated staff
was anticipating a committee of 14. This would give each
Councilmember 2 nominations. This could be one citizen and one
business person from the Town. Mr. Goff stated that the first
meeting would be May 11 if the committee could be placed in
enough time. There would be 2-3 more meetings after the initial
meeting to last through the summer and possibly into early fall.

Council agreed to talk to citizens and members of the business
community. Staff would get blank copies to the Council to hand out
to citizens. This discussion would continue at the April 26, 2016
worksession.

REGULAR MEETING

Pledge of Allegiance

Announcements and Acknowledgements regarding Town and
Council Events and Activities

Discussion of Events/Meetings

Public Comment.

The City Council invites citizens to address the City Council on any
topic not on this agenda. Please fill out a City Council Appearance
Card and submit it to a city staff member prior to Public Participation.
Speakers are allowed up to three (3) minutes per speaker with
fifteen (15) total minutes on items of interest or concern and not on
items that are on the current agenda. In accordance with the Texas
Open Meetings Act, the City Council cannot take action on items not
listed on the agenda. The Council may choose to place the item on a
future agenda.



Guillermo Quintanilla, 4115 Rush Circle, spoke regarding the

Town's request for an Attorney General Opinion on the memo
written by Lea Dunn in regards to the Kanter Financial project. Mr.
Quintanilla requested that the Council immediately release this
document. He stated he would be sending an email the following day
with the same request.

Blake Clemens, 14754 Celestial Place, spoke regarding the new
fountains at Celestial Park. He presented a check to the Town on
behalf of the Legacy Foundation.

0. Present A Proclamation Declaring April 11-16, 2016 As National
Volunteer Week In Addison, Texas.

Consent Agenda:

All items listed under the Consent Agenda are considered routine by the City Council and will be
enacted by one motion with no individual consideration. If individual consideration of an item is
requested, it will be pulled from the Consent Agenda and discussed separately.

Councilmember Hughes requested that Item 7 be pulled from the
Consent Agenda.

Mayor Pro Tem Moore moved to approve ltems 8-10 as submitted.
Councilmember Carpenter seconded the motion.
The vote was cast 7-0 in favor of the motion.

7. Consider Approval Of The March 22, 2016 Reqular Meeting
Minutes.

Councilmember Hughes stated he pulled this item to ask for
inclusion of the savings amount to the minutes in regards to
Compensation item on the agenda.

Councilmember Hughes moved to approve item #7 with the
proposed changes.

Councilmember Arfsten seconded the motion.

The vote was cast 7-0 in favor of the motion.

8. Consider Approval Of A Resolution Adopting A Naming Rights
Policy For The Addison Theatre Centre.

9. Discuss, Consider And Approve An Ordinance Amending The
Town’s Annual Budgeted Full Time Equivalent (FTE) Count For
The Fiscal Year Ending September 30, 2016.

10. Consider A Resolution For The Proposed Assignments Of Lease

From ADS US Sport Aircraft, LLC To ADS Importing, LLC At
4700 Airport Parkway And A Resolution For The Proposed
Assignment Of Lease From ADS US Sport Aircraft, LLC To ADS
Importing, LLC At 4660 Jimmy Doolittle Drive .

Regular Items




11.

Hold A Public Hearing, Discuss, Consider And Approve An
Ordinance Amending Various Sections Of The Code Of

Ordinances In Order To Revise The Terms For Existing And

Future Members Of The Planning And Zoning Commission And

Board Of Adjustment In Order To Align Terms In Accordance

With Recently Adopted City Council Policy Regarding The

Boards And Commissions Appointment Process. Case

1730-Z/Town Of Addison.

Assistant Director of Development Services, Charles Goff,
presented the item to Council. Mr. Goff stated that this item has
been discussed recently with the new implementation of the
appointment process for Boards and Commission members. He
stated in the past, the process has been informal and appointments
happened throughout the year. With the new policy adopted, the
appointments are moved to December to make effective in January.
This ordinance implements the policy adopted by Council. The
Councilmember would make the nomination in December following
their respective May election.

Mr. Goff stated that the Board of Zoning Adjustment needed an
extra change. The prior ordinance said that the board consisted of 9
members, 5 permanent and 4 alternate. However, in the past
keeping with each Councilmember making one nomination, the
board was always filled with 7 members. The new ordinance states
the number from 9 to 7 members. The ordinance also specifies how
the members are seated for a meeting. The new ordinance also
takes the appointment process out of the zoning ordinance and
moves it in the administrative section of the Code of Ordinances.

Councilmember Hughes asked Charles to clarify why the
Community Partners Bureau appointments were not included in this
ordinance.

Mr. Goff stated that he checked with the City Secretary and the
Community Partners Bureau appointments are included in a
separate policy. That policy will have to come back to Council for
the new wording at a later time. The time frame for appointments
will be the same as the other boards but the policy will be done
separately.

Councilmember Arfsten moved to approve Item #11 as submitted.
Deputy Mayor Pro Tem Heape seconded the motion. The vote was
cast 7-0 in favor of the item.

12.

Hold A Public Hearing, Discuss, Consider And Approve An
Ordinance Amending Various Sections Of Appendix B -

Subdivisions In Order To Grant The Planning And Zoning

Commission Final Plat Approval Authority. Case 1731-Z/Town Of

Addison.

Assistant Director of Development Services, Charles Goff,
presented the item to Council. Mr. Goff stated that this item was to
change the final plat authority to the Planning & Zoning
Commission. This change would allow the item to be approved
approximately 30 days sooner and would add a level of service to
the process.

Mayor Pro Tem Moore moved to approve Item #12 as submitted.



Deputy Mayor Pro Tem Heape seconded the motion. The Council
voted 7-0 in favor of the motion.

13. Hold A Public Hearing, Discuss, Consider And Approve An
Ordinance Amending Various Sections Of Appendix A - Zoning
And Appendix B - Subdivisions In Order To Delete Sections
Pertaining To Administrative Fees. Case 1732-Z/Town Of Addison.

Assistant Director of Development Services, Charles Goff,
presented the item to Council. He stated that this item was another
clean up of the current code. He stated that these fees occur in two
places in the code, the zoning portion and the regular Code portion.
This item would allow the fees to be eliminated from the zoning
portion of the code and remain in the section of the Code of
Ordinances.

Councilmember Carpenter moved to approve ltem #13 as
submitted. Councilmember Hughes seconded the motion. The
Council voted 7-0 in favor of the motion.

14. Hold A Public Hearing, Discuss, Consider And Approve An
Ordinance Moving Landscape Requlations From Appendix A -
Zoning, Article XXl To A New Article VI In Chapter 34
(Environment) Of The Code Of Ordinances. Case 1733-Z/Town Of
Addison.

Assistant Director of Development Services, Charles Goff,
presented the item to Council. He stated this item was another clean
up of section of the zoning ordinance. He stated this new ordinance
would pull the landscape regulations from the zoning ordinance and
place those regulations under a new section in the Code of
Ordinances.

Mayor Pro Tem Moore moved to approve Item #14 as submitted.
Deputy Mayor Pro Tem Heape seconded the motion. Council voted
7-0 in favor of the motion.

15. Presentation And Discussion Regarding The 2015 Annual Report
For The Addison Police Department.

Chief Spencer presented the item to Council. He gave a summary of
the report.

Council asked a few questions regarding the findings in the report.

Chief Spencer stated that many of the answers Council were
seeking would be clarified when he implements the new tracking
measures next year. He stated that many of the numbers he would
like to compare with the surrounding cities rather than the Dallas
County as a whole. He stated next year the numbers would show a
more complete and concise report. He stated the report as it is
required comes with it's share of skewed statistics due to
comparisons to Dallas County.

Adjourn Meeting



Mayor Meier adjourned the meeting at 8:21 pm.

NOTE: The City Council reserves the right to meet in Executive Session closed
to the public at any time in the course of this meeting to discuss matters listed on
the agenda, as authorized by the Texas Open Meetings Act, Texas Government
Code, Chapter 551, including §551.071 (private consultation with the attorney for
the City); §551.072 (purchase, exchange, lease or value of real property);
§551.074 (personnel or to hear complaints against personnel); §551.076
(deployment, or specific occasions for implementation of security personnel or
devices); and §551.087 (economic development negotiations). Any decision held
on such matters will be taken or conducted in Open Session following the
conclusion of the Executive Session.

Mayor-Todd Meier

Attest:

City Secretary-Laura Bell



Al-1612 8.
Work Session and Regular Meeting

Meeting Date: 04/26/2016

Department: Infrastructure- Development Services

AGENDA CAPTION:

Consider Approval Of An Ordinance Amending Chapter 46 (Health and
Sanitation) Article Il (Food) In Order To Adopt The 2015 Texas Food
Establishment Rules With Local Amendments .

BACKGROUND:

Addison’s health inspectors currently inspect food establishments based on the 2006
Texas Food Establishment Rules (TFER) which were adopted in 2006. These
regulations are created by the State of Texas based on U.S. Food and Drug
Administration standards. In 2013, the U.S. Food and Drug Administration updated these
rules and it was adopted by the State of Texas in 2015. This ordinance will allow the
Town to adopt the updated regulations and enforce them. Although the regulations are
established by the State of Texas and technically required by state law, they are
enforced at the local level by municipal health inspectors.

Major changes include:

e Changes to bare hand contact with ready to eat food requirements

e Mandatory food handler requirements

e Changes to the inspection process of mobile food establishments

e Changes to the hand wash and glove use requirement

e Changes to the Food Establishment Inspection form (changing from 27 items
to 47 items)

There has been detailed communications within the food establishment industry
regarding the new regulations. Additionally, the Town’s inspectors have been visiting
with and educating establishments in Addison about the new regulations. In order to
give food establishments ample time to prepare for the new requirements, staff is
proposing an effective date of September 30, 2016. Between now and then, Addison’s
inspectors will continue to communicate the new expectations and assist the
establishments in preparing for compliance.

RECOMMENDATION:
Administration recommends approval.

Attachments
Ordinance



2015 TFER FAQ




TOWN OF ADDISON, TEXAS
ORDINANCE NO.

AN ORDINANCE OF THE TOWN OF ADDISON, TEXAS AMENDING THE
CODE OF ORDINANCES, CHAPTER 46 TO ADOPT THE 2105 TEXAS FOOD
ESTABLISHMENT RULES TO REGULATE FOOD ESTABLISHMENTS
INCLUDING FOOD SERVICE ESTABLISHMENTS, RETAIL FOOD STORES,
TEMPORARY FOOD ESTABLISHMENTS, MOBILE FOOD UNITS AND
ROADSIDE VENDORS; PROVIDING A SAVINGS CLAUSE; ESTABLISHING
LOCAL AMENDMENTS TO THOSE RULES; PROVIDING A SEVERABILITY
CLAUSE; PROVIDING FOR A PENALTY OF A FINE NOT TO EXCEED THE
SUM OF FIVE HUNDRED DOLLARS ($500.000 FOR EACH OFFENSE;
PROVIDING AN EFFECTIVE DATE.

WHEREAS, the Town of Addison, Texas (the “City”’) has previously adopted the 2006 Texas
Food Establishment Rules to regulate food service establishments in the city; and

WHEREAS, the City desires to update its food establishment rules to adopt the 2015 Texas Food
Establishment Rules adopted by the State of Texas.

NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE TOWN OF
ADDISON, TEXAS THAT:

Section 1. The Code of Ordinances (the “Code”) of the Town of Addison, Texas Chapter 46,
Health and Sanitation, Section 46-31 is hereby amended to read in its entirety as follows:

Sec. 46-31. - Adoption of state rules on food establishment sanitation.

The Texas Food Establishment Rules ("Rules") adopted by the Texas Department
of State Health Services at 25 Tex. Admin. Code Ch. 228 as amended herein are hereby
adopted as the rules for food sanitation. A copy of the rules shall be kept and maintained in
the office of the city secretary

Section 2. The Code of Ordinances (the “Code”) of the Town of Addison, Texas Chapter 46,
Health and Sanitation, Section 46-32(a) is hereby amended to read in its entirety as follows:

Sec. 46-32. - Food service regulations.
(a) Generally. The rules are hereby amended as follows:
(1) 25 Tex. Admin. Code 228.2 (116) of the Rules, "Regulatory Authority", is
amended to read as follows:
"(116) Regulatory authority. The Town of Addison Environmental Services

Dept."
(2) 25 Tex. Admin. Code 228.250(a) of the Rules, Competency of Inspectors and
Access
"(a) Food establishment inspector qualifications. An individual conducting
inspections..."
OFFICE OF THE CITY SECRETARY ORDINANCE NO.
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(3) 25 Tex. Admin. Code 228.150(d) of the Rules, "Grease trap" is amended to read
as follows:

"(d)

(a) Grease traps; garbage grinders. If a food establishment is required to
install, a grease trap or grease interceptor, the trap or interceptor shall be
located and sized according to the specifications for the regulatory
authority. Food Service establishments with seating capacity of 50 or more,
are required to have a 750 1b. capacity grease trap, unless otherwise decided
up by the regulatory authority. Grease traps should be located out of doors
in a location easily accessible for cleaning.
(b) Garbage grinders. Garbage grinders are not allowed in new,
extensively remodeled or reoccupied food service facilities. If used and
allowed by law, garbage grinders shall be maintained according to law."

(4) 25 Tex. Admin. Code 228.106(x) of the Rules, "Food equipment certification,

classification, acceptability", is amended to read as follows:

"(x) Food equipment certification, classification, acceptability. Food equipment
installed in an establishment after the adoption of these rules, and food
equipment in new or extensively remodeled establishments shall be of
National Sanitation Foundation or equivalent approval. Any other
equipment is subject to approval by the Town of Addison."

Section 3. Recitals. The above and foregoing recitals are true and correct and are
incorporated herein and made a part hereof for all purposes.

Section 4. Savings: Repealer. This Ordinance shall be cumulative of all other ordinances of
the City and shall not repeal any of the provisions of those ordinances except in those instances where the
provisions of those ordinances are in direct conflict with the provisions of this Ordinance. Provided,
however, that the repeal of such ordinances or parts of such ordinances and the amendments and changes
made by this Ordinance, shall not affect any right, property or claim which was or is vested in the City, or
any act done, or right accruing or accrued, or established, or any suit, action or proceeding had or
commenced before the time when this Ordinance shall take effect; nor shall said repeals, amendments or
changes affect any offense committed, or an penalty or forfeiture incurred, or any suit or prosecution
pending at the time when this Ordinance shall take effect under any of the ordinances or sections thereof
so repealed, amended or changed; and to that extent and for that purpose the provisions of such ordinances
or parts of such ordinances shall be deemed to remain and continue in full force and effect.

Section 5. Severability. The sections, paragraphs, sentences, phrases, clauses and words of
this Ordinance are severable, and if any section, paragraph, sentence, phrase, clause or word in this
Ordinance or application thereof to any person or circumstances is held invalid or unconstitutional by a
Court of competent jurisdiction, such holding shall not affect the validity of the remaining portions of this
Ordinance, and the City Council hereby declares that it would have passed such remaining portions of this
Ordinance despite such invalidity, which remaining portions shall remain in full force and effect.

Section 6. Penalty. Any person, firm, or corporation violating any of the provisions of this
ordinance shall be deemed guilty of a misdemeanor and upon conviction shall be punished by a fine not to
OFFICE OF THE CITY SECRETARY ORDINANCE NO.
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exceed the sum of Five Hundred Dollars ($500.00) for each offense and each and every such day such
offense shall continue shall be deemed to constitute a separate offense.

Section 7. Effective Date. This Ordinance shall take effect on September 30, 2016 and after
publication as required by law.

PASSED AND APPROVED by the City Council of the Town of Addison, Texas this the 26™ day
of April, 2016.

Todd Meier, Mayor
Town of Addison, Texas

ATTEST:

Laura Bell, City Secretary

APPROVED AS TO FORM:

Brenda N. McDonald, City Attorney

OFFICE OF THE CITY SECRETARY ORDINANCE NO.
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2015 Texas Food Establishment Rules FAQ

Background

On Friday, September 25, 2015 the Texas Department of State Health Services
(DSHS) released a statement announcing the adoption of the new Texas Food
Establishment Rules (TFER). The new TFER were revised so that they are now
more closely aligned with the U.S. Food and Drug Administration 2013 Model
Food Code

When did the new rules go into effect?
The new food safety rules went into effect in Texas on October 11, 2015.

What types of establishments are affected by the new rules?

The new regulation applies to all retail food establishments for which Texas DSHS
has oversight such as grocery stores, markets, delicatessens, restaurants, bars,
cafes, snack bars, hospitals that serve food to the general public, correctional
facilities (jails), school cafeterias, temporary food establishments, and mobile
food establishments.

What are the new rules?

The new regulation contains a vast number of significant changes affecting food
service operators in the state. This document contains a summary of key changes
that may affect operators and their establishments.

3-Tier Risk Designation

One of the more significant changes to the Texas regulations is transition to a new
3-Tier risk designation which includes — Priority Items?,

Priority Foundation Items®?, and Core Items®.

Key Definition Changes
There were over forty (40) Key Definition Changes added or made, including:

e Added definition of “Time/Temperature Control for Safety Food” and
eliminated “Potentially Hazardous Food”
¢ Added definition of “Bare hand contact”



Key Definition Changes (continued)

Changed definition of “Handwashing sink” to limit use for handwashing
only

Added definition of “Cook chill packaging”

Added definition of “Listeria monocytogenes”

Added definition of “STEC”

Added definition of “Sous vide packaging”

Added definition of “Vacuum Packaging”

Added definition of “Specialized processing method”

Changed definition of “Service animal” to ADA definition

Additional Important Changes

Added new requirements for Certified Food Protection Manager that
requires a CFM on site for each licensed establishment

Added a new requirement that all food employees shall successfully
complete a food handler training course, accredited by the department,
within 60 days of employment

Responsibility of Permit Holder, Person in Charge, and Conditional
Employees now includes 6 diagnosed illnesses — norovirus, hepatitis, A,
Shigella, Shiga toxin-producing E. coli (STEC), Salmonella typhi and
Nontyphoidal Salmonella

Added new section on “Contamination Events” for the clean-up of vomit
and diarrheal events in a food establishment

Shellstock tags must now be labeled with the date the last shellstock from
the container was served and maintained 90 days from that date

Added the requirement that the permit holder must obtain prior approval
from the regulatory authority before conducting bare hand contact
activities with ready-to-eat-foods

Frozen, commercially processed packaged raw animal foods may now be
stored or displayed with or above frozen, commercially processed and
packaged ready-to-eat-food

Added new provisions for the destruction of parasites in fish



Additional Important Changes (continued)

I”

More requirements were added for “Time as a Public Health Control” for
cold foods. Cold foods may now be held without temperature control for
up to 6 hours or up to 70°F if removed from the refrigeration at 41°F,
documented and monitored

Added requirements for sanitizing chemicals, constituted on site at the
food establishment, meeting the concentration requirements of the code
Exposed, unused tableware must now be changed between customers or
washed, rinsed and sanitized if used

Added a restriction that states toilets, urinals, and showers cannot be used
as a service sink

New provisions allowing for automatic handwashing facilities if approved
by the regulatory authority

New language requirement plumbing fixtures such as handwashing sinks,
toilets, and urinals to be cleaned as often as necessary to keep them clean
Chemicals used to wash or peel raw, whole vegetables must be approved
additives and now include Ozone as an approved antimicrobial agent
Added new language changing to risk based inspection intervals to allow a
risk-based inspection interval other than 6 months as long as specific
provisions are met

Where can | found a copy of the Texas DSHS Food Establishment Rules 2015?
To download a complete copy of DSHS’s 2015 Food Establishment Rules go to:
https://www.dshs.state.tx.us/WorkArea/linkit.aspx?Linkldentifier=id&ltemID=859

0002102

To view a copy of the new inspection form go to:
https://www.dshs.state.tx.us/WorkArea/linkit.aspx?Linkldentifier=id&ltemI|D=858

9993458


https://www.dshs.state.tx.us/WorkArea/linkit.aspx?LinkIdentifier=id&ItemID=8590002102
https://www.dshs.state.tx.us/WorkArea/linkit.aspx?LinkIdentifier=id&ItemID=8590002102
https://www.dshs.state.tx.us/WorkArea/linkit.aspx?LinkIdentifier=id&ItemID=8589993458
https://www.dshs.state.tx.us/WorkArea/linkit.aspx?LinkIdentifier=id&ItemID=8589993458

Al-1611 9.
Work Session and Regular Meeting

Meeting Date: 04/26/2016

Department: Airport

AGENDA CAPTION:

Consider Approval Of Consent To Assignment Of Ground Lease #0560-1201

(Addison Express Il, L.P.) Commonly Known As 4500 Claire Chennault Drive
To Cutter Aviation Deer Valley |, L.P. And Its Creation Of A Leasehold

Mortgage.

BACKGROUND:

Addison Express Il L.P. (AEIl) is requesting that consideration and consent be given to
the sale and assignment of their ground leasehold interests to Cutter Aviation Deer
Valley I, L.P. an Arizona limited partnership (Cutter). Also, Cutter is requesting the
Town’s consent to the creation of a leasehold mortgage pursuant to the terms of an
estoppel agreement between the Town and their lender.

AEIl acquired the existing building improvements and underlying leasehold interests in
October 1998. In 2002 the lease term was extended by 14 years to the current
scheduled expiration date of 12/31/2036. AEIl has subleased a portion of the premises
to Cutter for the past 2 % years for aircraft sales, maintenance, and charter management.

The property is located along Taxiway Alpha just south of the JetPort, and the lease site
consists of 153,244 square feet, or 3.518 acres. The improvement contains three
distinct aircraft hangars totaling 55,266 square feet, 6,000 square feet of office space,
and 62,315 square feet of aircraft ramp.

Cutter Aviation is a family owned business that has been operating for over 86 years. It
currently has seven other locations that include full FBO services, aircraft sales,
maintenance, avionics, and aircraft charter management services. Cutter is

requesting the Town’s consent to the creation of a leasehold mortgage pursuant to the
terms of the proposed bank estoppel letter substantially in the form as attached. The
proposed estoppel letter is from AEIl, the assignor, who is extending seller financing to
Cutter by accepting a $2,300,000 promissory note back as a portion of the total purchase
price for the leasehold interest and building improvements. The note will be secured
with a leasehold deed of trust referencing the real property subject to the ground lease
subordinate and inferior to the Landlord’s lien created by the Ground Lease. The terms
and conditions of the estoppel letter are consistent with the Town’s practice regarding
such matters.

RECOMMENDATION:



Administration recommends approval.

Attachments
Resolution




TOWN OF ADDISON, TEXAS
RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE TOWN OF
ADDISON, TEXAS APPROVING AN ASSIGNMENT OF GROUND
LEASE BETWEEN ADDISON EXPRESS, II, LP AND CUTTER
AVIATION DEER VALLEY I, LP FOR COMMERCIAL AVIATION USE
ON PROPERTY LOCATED AT 4500 CLAIRE CHENNAULT DRIVE,
AUTHORIZING THE CITY MANAGER TO EXECUTE THE CONSENT
OF LANDLORD ATTACHED TO THE ASSIGNMENT AS REQUIRED
BY THE GROUND LEASE, AND PROVIDING AN EFFECTIVE DATE.

WHEREAS, Addison Express Il, L.P. is a tenant under the Assignment of Lease dated
October 23, 1998, and amended on October 1, 2014, for the property located at 4500 Claire
Chennault Drive owned by the Town of Addison (the “Lease”); and

WHEREAS, Addison Express Il, L.P. desires to assign its rights under the Lease and the
amendment to Cutter Aviation Deer Valley I, L.P.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
TOWN OF ADDISON, TEXAS:

Section 1. The Assignment of Ground Lease between Addison Express, Il, L.P. and
Cutter Aviation Deer Valley I, L.P. for commercial aviation use on property located at 4500
Claire Chennault Drive, a copy of which is attached to this Resolution as Exhibit A, is hereby
approved and the City Manager is authorized to execute the Consent of Landlord attached to the
Assignment as required by the Ground Lease.

Section 2. This Resolution shall take effect from and after its date of adoption.

PASSED AND APPROVED by the City Council of the Town of Addison, Texas this
the 26" day of April, 2016.

Todd Meier, Mayor
ATTEST:

By:

Laura Bell, City Secretary
APPROVED AS TO FORM:

By:

Brenda N. McDonald, City Attorney



EXHIBIT A

STATE OF TEXAS §
ASSIGNMENT OF GROUND LEASE
COUNTY OF DALLAS §

This Assignment of Ground Lease (the “Assignment™) is entered into and
effective as of 20 , at Addison, Texas, by and between Addison
Express II, L.P., a Texas limited partnership (herein referred to as “Assignor™) and Cutter
Aviation Deer Valley I, L.P., an Arizona limited partnership (herein referred to as
“Assignee”).

WHEREAS, a Ground Lease was executed on September 3. 1980 between the
Town of Addison (the “City™), Addison Airport of Texas, Inc., and Mission Property
Company recorded in Instrument 199301836202, of the Official Public Records of Dallas
County, Texas (the “OPR™).,by the terms of which certain real property located at 4500
Claire Chennault Drive, Addison Airport within the Town of Addison, Texas (being more
specifically described in Exhibit “A” attached hereto and incorporated herein) and owned
by the City was leased to Mission Property Company; and

WHEREAS, the said Ground Lease was amended by that "Lease Amendment”
dated January 31, 1983, granting an easement for ingress and egress that shall be
maintained by the tenant under the Ground Lease; and

WHEREAS, by that Assignment of Ground Lease dated June 29. 1994, the
Ground Lease was assigned from Mission Property Company, as Assignor, to MPX

Aviation, Inc., as Assignee recorded in Volume 94125, Page 01633 of the OPR; and

WHEREAS, by that Assignment of Ground Lease dated July 18. 1996, the
Ground Lease was assigned from MPX Aviation. Ine. as Assignor, to Mission Property
Company. as Assignee recorded in Volume 96161, Page 03587 of the OPR; and

WHEREAS, by that Assignment of Lease dated August 5. 1996, the Ground
Lease was assigned from Mission Property Company, as Assignor, to Ronald M.

Fredrick, as Assignee recorded in Volume 96161. Page 03591 of the OPR; and

WHEREAS, by that Assignment of Ground Lease dated August 5. 1996, the
Ground Lease was assigned from Ronald M. Fredrick, as Assignor, to Keith Partners 1
Ltd., as Assignee recorded in Volume 96161. Page 03595 of the OPR, having thereafter
been merged into E.U.A. Air Support, Inc.. with E.U.A. Airport Support, Inc. being the
surviving entity; and

WHEREAS, by that Assignment of Lease dated October 23. 1998, the Ground
Lease was assigned from E.U.A. Air Support. Inc., as Assignor, to Addison Express IL
L.P.. as Assignee recorded in Volume 98209, Page 04496 of the OPR; and




WHEREAS, the said Ground Lease was amended by that Second Amendment to
Ground Lease dated October 1, 2004 extending the Term an additional 178 months to
December 31, 2036; and

WHEREAS, by virtue of such assignments, amendments and/or modifications
made to the Ground Lease, Assignor is the Tenant under the Ground Lease (a true and
correct copy of said Ground Lease in its entirety with all hereinabove said assignments,
amendments and/or modifications made thereto are attached and incorporated herein by
reference as Exhibit "B"); and

WHEREAS, the Ground Lease provides that upon the expiration or termination
of that certain agreement referred to and defined in the Ground Lease as the “Base Lease”
(and being an Agreement for Operation of the Addison Airport between the City and
Addison Airport of Texas, Inc.), the City is entitled to all of the rights, benefits and
remedies, and will perform the duties, covenants and obligations of the Landlord under
the Ground Lease; and

WHEREAS, the said Base Lease has expired and the City is the Landlord under
the Ground Lease: and

WHEREAS, the Ground Lease provides in Section 9 thereof that without the
prior written consent of the Landlord, the Tenant may not assign the Ground Lease or any
rights of Tenant under the Ground Lease (except as provided therein), and that any
assignment must be expressly subject to all the terms and provisions of the Ground
Lease, and that any assignment must include a written agreement from the Assignee
whereby the Assignee agrees to be bound by the terms and provisions of the Ground
Lease; and

WHEREAS, Assignor desires to assign the Ground lLease to Assignee, and
Assignee desires to accept the assignment thereof in accordance with the terms and
conditions of this Assignment and that certain Assel Purchase Agreement between
Assignor as “Seller” and Assignee as “Buyer” (“Purchase Agreement™); and

WHEREAS, Assignor desires to additionally sell to Assignee and Assignee
desires to purchase from Assignor (3) Hangars (the “Hangars™) in accordance with the
terms and conditions of the Purchase Agreement which Hangars are situated on the real
property subject to the Ground Lease and in consideration thereof, Assignee will execute
a promissory note (the “Note™) and Leaschold Deed of Trust (the
Deed of Trust”) which will encumber the Hangars. The definitions and terms of the
Asset Purchase Agreement, Note and Deed of Trust are hereby incorporated herein by
reference the same as if set forth verbatim.

NOW, THEREFORE, for and in consideration of the mutual promises,
covenants, and conditions contained herein, the sufficiency of which is hereby
acknowledged, the parties hereto, each intending to be legally bound, agree as follows:



AGREEMENT

1. Assignor hereby assigns to Assignee, effective as of the date above, all of
Assignor’s right, title, duties, responsibilities, and interest in and to the Ground Lease,
TO HAVE AND TO HOLD the same, for the remaining term thereof, and Assignor does
hereby bind jtself and its successors and assigns to warrant and forever defend its right to
right, title, duties, responsibilities, and interest in and to the Ground Lease unto Assignee
against every person or persons lawfully claiming through Assignor.

2. Prior to the effective date of this Assignment, Assignee agrees to pay an
Assignment Fee in the amount of Five Hundred and no/100 Dollars ($500.00) to
Landlord.

3. Assignee hereby agrees to assume the performance of and shall be bound
by and comply with all of the terms, provisions, duties, conditions, and obligations of
tenant under the Ground Lease from and after the effective date of this Assignment. For
purposes of notice under the Ground Lease, the address of Assignee is:

Cutter Aviation Deer Valley I, L.P.
2802 East Old Tower Road
Phoenix, AZ 85034
Attn: Steven Prieser

4. Nothing in this Assignment shall be construed or be deemed to modify,
alter, amend or change any term or condition of the Ground Lease, except as set forth
herein.

5. The above and foregoing premises and recitals to this Assignment are
incorporated and made part of this Assignment, and Assignor and Assignee both warrant
and represent that such premises and statements, and all other provisions of this
Assignment, are true and correct, and that in giving consent, Landlord (as defined in the
Consent of Landlord attached hereto) 1s entitled to rely upon such representations and
statements.

6. This Assignment is subject to the consent and filing requirements of the
Town of Addison, Texas.

7. Assignee hereby agrees to indemnify, defend and hold harmless Assignor,
its agents and its and their successors and assigns from and against any and all claims,
losses, liabilities, demands and expenses of whatever nature, including reasonable
attorneys” fees, suffered or incurred by Assignor by reason of any breach by Assignee
ocecurring after the effective date of this Agreement hereof of any of its obligations under
the Ground Lease.

8. Assignor hereby by agrees to indemnify, defend and hold harmless
Assignee, its agents and its and their successors and assigns from and against any and all



claims, losses, liabilities, demands and expenses of whatever nature, including reasonable
attorneys” fees, suffered or incurred by Assignee by reason of any breach by Assignor
oceurring prior to the effective date of this Assignment of any of its obligations under the
Ground Lease.

9. In the event any party hereto institutes any action or proceeding against
the other party with regard to this Assignment, the prevailing party in such action shall be
entitled to recover, in addition to the cost of the suit, its reasonable attorneys’ fees and
expenses.

10. This Assignment and the obligations of the parties hereunder shall survive
the closing of the transaction referred to in the Purchase Agreement and shall not be
merged therein, shall be binding upon and inure to the benefit of the parties hereto, their
successors and assigns, shall be governed by and construed in accordance with the laws
of the State of Texas applicable to agreements made and to be wholly performed within
said State and may not be modified or amended in any manner other than by a written
agreement signed by the party to be charged therewith. Except as expressly provided
herein or the Purchase Agreement, Assignor shall have no liability whatsoever under any
of the Leases, security deposits, or Contracts after the closing of the transaction referred
to in the Purchase Agreement.

11 Assignor acknowledges that in addition to any other remedies provided in
the Ground Lease or by law, Landlord may, at its own option, collect directly from the
Assignee or subtenants all rents becoming due under such assignment and apply such rent
against any sums due to Landlord. No such collection by Landlord from any such
Assignee or subtenant shall release Assignor from the payment or performance of
Assignor’s obligations under the Ground Lease.

12. The undersigned representatives of the Assignor and Assignee have the
necessary authority to execute this Assignment on behalf of each of the respective parties
hereto, and Assignor and Assignee certify one to the other that any necessary resolutions
or other act extending such authority have been duly passed and are now in full foree and
effect.

13. EXCEPT AS OTHERWISE PROVIDED IN THIS ASSIGNMENT, THE
PURCHASE AGREEMENT OR ANY CLOSING DOCUMENTS, ASSIGNOR IS
ASSIGNING THE GROUND LEASE TO ASSIGNEE "AS IS", "WHERE IS", AND
WITH ALL FAULTS AND SPECIFICALLY AND EXPRESSLY WITHOUT ANY
WARRANTIES, REPRESENTATIONS OR GUARANTEES, EITHER EXPRESS OR
IMPLIED, OF ANY KIND, NATURE, OR TYPE WHATSOEVER FROM OR ON
BEHALF OF THE GRANTOR.

14. DISCTLAIMER. EXCEPT AS OTHERWISE STATED IN THIS
ASSIGNMENT, THE PURCHASE AGREEMENT OR ANY CLOSING
DOCUMENTS, ASSIGNEE ACKNOWLEDGES AND  AGREES, AND
SPECIFICALLY ACKNOWLEDGES ASSIGNOR'S EXPRESS RELIANCE HEREON,



THAT (A) ASSIGNOR HAS MADE NO WARRANTIES OR REPRESENTATIONS,
EXPRESS OR IMPLIED, OF ANY TYPE OR NATURE TO ASSIGNEE OR ANY
AGENT  OF ASSIGNEE, INCLUDING, WITHOUT LIMITATION, ANY
WARRANTIES OR REPRESENTATIONS WITH RESPECT TO: (i) THE PROPERTY
OR THE CONDITION OR VALUE OF THE PROPERTY; (ii) ANY OF THE OTHER
DOCUMENTS OR INSTRUMENTS RELATING TO THE GROUND LEASE OR
BASE LEASE; AND (ii1)) THE PRESENCE OR ABSENCE OF ANY HAZARDOQUS
MATERIALS OR TOXIC WASTE THEREON, THE ZONING CLASSIFICATION OF
THE PROPERTY AND THE EXTENT TO WHICH THE PROPERTY IS IN
COMPLIANCE WITH APPLICABLE LAWS AND REGULATIONS). ASSIGNEE
SHALL RELY EXCLUSIVELY UPON ITS OWN ATTORNEYS, ACCOUNTANTS,
CONSULTANTS, AND OTHER PROFESSIONS FOR ANY LEGAL, TAX,
PROPERTY CONDITION, DUE DILIGENCE OR OTHER EXPERT ADVICE.

15. In the event, Assignee fails to timely pay the Note or otherwise timely
cure any monetary or non-monetary defaults under the Note or Deed of Trust following
the expiration of any applicable notice and cure period, then Assignor shall have the
absolute right to foreclose it’s interest in Hangars pursuant to the terms of the Deed of
Trust or pursuant to applicable law.

16. This Assignment may be executed in counterparts, each of which shall be

an original and all of which counterparts taken together shall constitute one and the same
agreement.

IN WITNESS WHEREOF, Assignor and Assignee have executed and delivered

this Assignment on the day and the year first set forth above.

Assignor: Addison Express II, 1..P.. a Texas  Assignee: Cutter Aviation Deer Valley

limited partnership L L.P..an Arizona limited
partnership

By: By:

Printed Name: Printed Name:

Title: Title:



ACKNOWLEDGMENT

STATE OF TEXAS §
COUNTY OF DALLAS  §

BEFORE ME, the undersigned authority, on this day personally appeared
known to me to be the person whose
name is subscribed to the foregoing instrument, and acknowledged to me that (he, she)
executed the same for the purposes and consideration therein stated.

GIVEN under my hand and seal of office this day of
20

[SEAL]

Notary Public, State of Texas

STATE OF TEXAS §
COUNTY OF DALLAS §

BEFORE ME, the undersigned authority, on this day personally appeared
known to me to be the person whose
name is subscribed to the foregoing instrument, and acknowledged to me that (he. she)
executed the same for the purposes and consideration therein stated.

GIVEN under my hand and seal of office this day of "
20

[SEAL]

Notary Public, State of Texas



CONSENT OF LANDLORD

The Town of Addison, Texas ("Landlord") is the Landlord in the Ground Lease
described in the Assignment of Ground Lease (the “Assignment™) entered into and
effective as of 2016, at Addison, Texas, by and between Addison
Express 1L 1.P.. a Texas limited partnership (herein referred to as “Assignor™) and Cutter
Aviation Deer Valley I. I.P.. an Arizona limited partnership (herein referred to as
“Assignee”). In executing this Consent of Landlord, Landlord is relying upon the
warranties and representations made in the foregoing Assignment by both Assignor and
Assignee, and in relying upon the same Landlord hereby consents to the foregoing
Assignment from Assignor to Assignee. Notwithstanding this Consent, Landlord does
not waive any of its rights under the Ground Lease as 1o the Assignor or the Assignee,
and does not release Assignor from its covenants, obligations, duties, or responsibilities
under or in connection with the Ground Lease, and Assignor shall remain liable and
responsible for all such covenants obligations, duties, or responsibilities. In addition,
notwithstanding any provisions of this Consent of Landlord or the above and foregoing
Assignment to the contrary, this Consent shall not operate as a waiver of any prohibition
against further assignment, transfer, conveyance, pledge, change of control, or subletting
of the Ground Lease or the premises described therein without Landlord's prior written
consent.

This Consent shall be and remain valid only if and provided that, by no later than
6:00 o'clock p.m. on . 2016:

(1) the Assignment has been executed and notarized by both Assignor and
Assignee,

(11) all other matters in connection with the transfer, sale, and/or convevance by
Assignor to Assignee of the Assignor's interest in the Ground Lease have been fully
consummated and completed and the transaction closed as reasonably determined by
Landlord (such matters including, without limitation, the full execution and finalization
of this Assignment and any other documentation so required by Landlord relating to this
transaction) and delivered to Landlord ¢/o Mr. Bill Dyer, Addison Airport Real Estate
Manager, at 16051 Addison Road, Suite 220, Addison, Texas 75001. Otherwise, and
failing compliance with and satisfaction of each all of paragraphs (i) and (i1) above, this
Consent shall be null and void ab initio as if it had never been given and executed.

Signed this day , 2016.
LANDLORD:
TOWN OF ADDISON, TEXAS

By:
Wesley 8. Pierson, City Manager



EXHIBIT A



EXHIBIT "A"

LEASEHOLD ESTATE as created in Lease Agreement, by and between City of Addison and
Addison Airport of Texas, Inc., as Lessor, and Mission Propenty Company, as Lessee, as
evidenced by Ground Lease Agreement, dated September 3, 1980, filed September 21, 1993,
recorded in Volume 93183, Page 5118, Deed Records, Dallas County, Texas, and covering the
real property more particularly described as follows:

BEING a tract of land situated in the WILLIAM LOMAX SURVEY, ABSTRACT NO. 792,
DALLAS County, Texas, and located on ADDISON MUNICIPAL AIRPORT, ADDISON, Texas,
and being more fully described as follows:

BEGIN at a point for the intersection of the West Right-of-Way linc of Addison Road, a 60 foot
street, and the South Right-of-Way line of Westgrove Road a 60 foot street;

THENCE South 89 degrees 54 minutes 46 seconds West, along the South linc of said Westgrove

Road a distance of 730.00 feet to a point for the centerline of a proposed 60 foot street (Claire
Chennault Road);

THENCE South 00 degrees 05 minutes 14 seconds East, along the centerline of said proposed
street a distance of 302.19 feet to an angle point;

THENCE South 43 degrees 16 minutes West, along the centerline of said proposed strect a
distance of 1154.73 feet to an angle point;

THENCE South 69 degrees 21 minutes 30 seconds West, along the centerline of said proposed
street at distance of 61.98 feet to the beginning point of this description;

THENCE South 20 degrees 38 minutes 30 seconds East, 441.68 feet to a point for the beginning
of a curve to the right said point also being in the Northwest Right-of-Way line of proposed
taxiway;

THENCE in a Southwesterly direction along said curved line of proposed taxiway having a
central angle of 12 degrees 15 minutes 23 seconds a radius of 365.00 feet for a distance of 78.08
feet to a point;

THENCE South 69 degrees 21 minutes 30 seconds West, along the Northwest line of said
proposed taxiway a distance of 263.52 feet to a point;

THENCE North 20 degrees 38 minutes 30 seconds West, 450.00 feet to a point;

THENCE North 69 degrees 21 minutes 30 seconds East, 341.00 feet to the PLACE OF
BEGINNING and CONTAINING 3.518 acres of land, more or less.

wimishep-leg

95125 01638



EXHIBIT B



STATE OF TEXAS %

COUNTY OF DALLAS  §

This Second Amendment to Ground Lease (hereinafier
referred to as the "Second Amendment") is entered into this 1™
day of October 2004 between the Town of Addison, Texas
(hereinafier referred to as the "City" or "Landlord"), a
municipal corporation, and Addison Express II, L.P., a Texas
limited partnership (hereinafier referred to as "Tenant").

WHEREAS, a certain Ground Lease dated September
3, 1980 was made and entered into by and among the City of
Addison, Texas (the same being the Town of Addison, Texas)
and Addison Airport of Texas, Inc., together as Landlord, and
Mission Property Company, as "Tenant" (which Ground Lease
is recorded in Volume 93183, Page 5118, Deed Records,
Dallas County, Texas, and a true and correct copy of which is
attached hereto as Exhibit "A"; and

WHEREAS, pursuant to the said Ground Lease,
Landlord leased to Tenant, for the term and subject to the
terms and conditions set forth therein, certain real property
described in the Ground Lease and consisting of 3.518 acres
located at 4500 Claire Chennault at Addison Airport in
Addison, Texas Dallas County (referred to in the Ground Lease
and in this Second Amendment as the "Demised Premises"); and

WHEREAS, the said Ground Lease was amended by
that "Lease Amendment” dated January 31, 1983, (a true and
comrect copy of which is attached hereto as Exhibit "B" (the
"First Amendment")) (the said Ground Lease, as amended by the
First A dment, being hercinafier referred to as the "Ground
Lease"); and

SECOND AMENDMENT TO GROUND LEASE

Schedule of Exhibits

Exhibit A: Copy of Ground Lease Dated

September 3, 1980

Exhibit B: Copy of Lease Amendment dated
January 21, 1983

Exhibit C: Assignment of Lease dated June 29,
1994

Exhibit D: Assignment of Ground Lease dated
July 18, 1996

Exhibit E: Assignment of Ground Lease dated
August 5, 1996

Exhibit F: Assignment of Ground Lease dated
August 5, 1996

Exhibit G: Assignment of Ground Lease dated
October 23, 1998

Exhibit H: Order and Amended Securities and

Assct Purchase Agreement dated Ociober B,
1998

Exhibit I: Description of the Leasehold
Improvements

Exhibit J: Excerpt of Official Action of the
Addison City Council dated August 8, 2000

Exhibit K: Certificate of Occupancy
#02039223 dated 4/17/72002

Exhibit L:DCAD Market Value History Report
page 2 of 3

WHEREAS, the Ground Lease provides that, upon the expiration or termination of that certain

agreement referred to and defined in the Ground Lease as the "Base Lease" (being an agreement
captioned "Agreement for Operation of the Addison Airport between the City and Addison Airport of
Texas, Inc."), the City is entitled to all of the rights, benefits and remedies, and will perform the duties,
covenants and obligations, of the Landlord under the Ground Lease; and

WHEREAS, the said Base Lease has expired and the City is the sole Landlord under the Ground
Lease; and

WHEREAS, following the commencement of the Ground Lease, the tenant's interest in the
Ground Lease has been assigned as follows:

e from Mission Property Company to MPX Aviation, Inc. ("MPX") by that Assignment of Lease
dated June 29, 1994 (a true and correct copy of which is attached hereto as Exhibit "C", and

Document #: 914324



which has been recorded in Volume 94125, Page 1633 Deed Records, Dallas County, Texas); and
thereafter

+ from MPX to Mission Property Company by that Assignment of Ground Lease dated July 18,
1996 (a true and correct copy of which is attached hereto as Exhibit "D", and which has been
recorded in Volume 96161, Page 03587, Deed Records, Dallas County, Texas); and thereafter

* from Mission Property Company to Ronald M. Fredrick by that Assignment of Ground Lease
dated August 5, 1996 (a true and correct copy of which is attached hereto as Exhibit "E", and
which has been recorded in Volume 96161, Page 03591, Deed Records, Dallas County, Texas),
and thereafter

* from Ronald M. Fredrick to Keith Partners I, Ltd., by that Assignment of Ground Lease dated
August 5, 1996 (a true and correct copy of which is attached hereto as Exhibit "F") (Keith
Partners 1, Ltd. having thereafter been merged into E.U.A. Air Support, Inc., with E.U.A. Airport
Support, Inc. being the surviving entity); and thereafter

* from E.U.A. Airport Support, Inc. to Addison Express II, L.P., a Texas limited partnership, by
that Assignment of Ground Lease dated October 23, 1998 (a true and correct copy is attached
hereto as Exhibit "G"), which Assignment was given pursuant to and in accordance with a certain
Order of the United States Bankruptcy Court for the Northern District of Texas, Dallas Division,
in In re EUA. Air Support, Inc., Case No 398-37755-RCM-11, dated as of October 8, 1998,
ordering E.U.A. Air Suppor, Inc. to assign its leasehold interests in the Ground Lease to Addison
Express 11, L.P. in accordance with the Amended Securities and Asset Purchase Agreement dated
October 8, 1998 (a true and correct copy of the Order and Amended Securities and Asset
Purchase Agreement dated October 8, 1998 are attached hereto as Exhibit "H"); and

WHEREAS, by virtue of the various assignments set forth above, Landlord hereby
acknowledges that Addison Express II, L.P. a Texas limited partmership, is (as of the date of this Second
Amendment) the current Tenant under the Ground Lease; and

WHEREAS, in May, 2000, Tenant requested that Landlord extend the term of the Ground Lease
for an additional 178 months from and after February 28, 2022 (the "Ground Lease Extension"), so that
the Ground Lease would end on December 31, 2036, provided, however, that as a condition to obtaining
the Ground Lease Extension, Tenant, at its sole cost and expense (i) comstruct upon the Demised
Premises, at a certain cost, prior to a certain date, and to the Landlord's satisfaction, certain leasehold
improvements described in Exhibit "I" attached hereto (the "Leasehold Improvements"), and (ii) comply
with certain other conditions (the "Ground Lease Extension Conditions"); and

WHEREAS, on August 8, 2000 the City Council of the Town of Addison, Texas considered the
Tenant's request for the Ground Lease Extension and approved the same, subject to the Ground Lease
Extension Conditions, and the same was to have been reflected in a written amendment to the Ground
Lease and executed by both Landlord and Tenant, but the written amendment has never been executed;
and

WHEREAS, in spite of the failure to execute a written amendment, Tenant proceeded to
construct the Leaschold Improvements, and timely complied with the Ground Lease Extension Conditions
to Landiord's satisfaction (which satisfaction is reflected, in part, by the City's issuance of Certificate of
Occupancy #02039223 dated April 17, 2002 relating to the Leasehold Improvements (a true and correct

2
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copy of which Centificate is attached hereto as Exhibit "K"), and by the representations made by Tenant
as to the cost of the Leasehold Improvements as set forth below); and

WHEREAS, Tenant hereby represents and warrants to Landlord that the total cost of the
Leasehold Improvements exceeded the sum of One Million Dollars ($1,000,000) at such time when the
Leasehold Improvements were made and completed; and

WHEREAS, Landlord hereby acknowledges and accepts Dallas County Appraisal District's
(DCAD) Market Value History for commercial account #1000059000A100000 (a copy of which history
is attached hereto as Exhibit "L"), which indicates the DCAD's appraised market value of the real
property improvements increased by $1,391,520 in year 2002 (from $607,780 in 2001 to $1,999,300 in
2002), such increase being a direct result of the Leasehold Improvements being completed; and

WHEREAS, Landlord and Tenant now desire to enter into this Second Amendment to confirm
and reflect Tenant's satisfactory completion and fulfillment of the Ground Lease Extension Conditions
(including the construction of the Leasehold Improvements), and the resulting amendment to the Ground
Lease providing for the Ground Lease Extension; and

WHEREAS, Tenant is not in default (to the best of Landlord's knowledge) of any provision of
the Ground Lease as amended beyond any applicable cure period as of the date of this Second
Amendment.

NOW, THEREFORE, for and in consideration of the sum of Ten and No/100 Dollars ($10.00)
and other good and valuable consideration, the sufficiency of which is hereby acknowledged, the parties
here agree as follows:

AGREEMENT

Section 1. Amendment to Paragraph 3 of the Ground Lease. Paragraph 3 of the Ground
Lease is hereby amended so that it shall hereafier read as follows:

"3, Term:

A. The term hereof shall commence on the earlier of March 1, 1982 of the first day of the
first calendar month after Tenant completes the construction hereinbelow described and opens for
busi at the demised premises (the applicable date being hercinafter referred to as the
"Commencement Date"), and shall end four hundred eighty (480) months thereafter; provided,
however, that any entry upon the demised premises by Tenant prior to the Commencement Date

shall be subject to all of the terms and conditions hereof except that rental shall not accrue.”

B. Notwithstanding subparagraph A of this paragraph 3, Tenant having fully complied with
certain terms and conditions as generally set forth in this Second Amendment, the Lease shall be
and is extended for an additional 178 months from February 28, 2022 so that this Lease shall end
on December 31, 2036,

Section 2. No Other Amendments. Except to the extent modified or amended herein, all
other terms and obligations of the Ground Lease shall remain unchanged and in full force and effect.

Section 3. Applicable Law; Venue. The parties agree that the laws of the State of Texas
shall govern and apply to the interpretation, validity and enforcement of this Second Amendment; and,
with respect to any conflict of law provisions, the parties agree that such conflict of law provisions shall

3

Document #: 914324



not affect the application of the law of Texas (without reference to its conflict of law provisions) to the
governing, interpretation, validity and enforcement of this Second Amendment, and all obligations of the
patties created by this Amendment are performable in Dallas County, Texas. Venue for any action under
this Amendment shall lie in Dallas County, Texas.

Section 4. No Benefit to Third Parties. The provisions of this Sccond Amendment are
solely for the benefit of the Landlord and Tenant and are not intended to create or grant any rights,
contractual or otherwise, to any third person or entity.

Section 5. Authority to Execute. The undersigned officers and/or agents of the parties
hereto are the properly authorized officials and have the necessary authority to execute this Amendment
on behalf of the parties hereto, and each party hereby certifies to the other that any necessary resolutions
or other act extending such authority have been duly passed and are now in full force and el_}'%

IN WITNESS WHEREOF, the undersigned parties execute the Agreement this
of E; SSM EL} s

2005.
LANDLORD: TENANT:
TOWN OF ADDISON, TEXAS ADDISON EXPRESS II, L.P.
o 1o LV A%
By: Neo— M By: % S
Ron Whitchead, City Manager Its: frer de—1—

4. Dale 6 Ho
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EXHIBIT “A”



THE STATE OF TEXAS (

N
v GROUND LEASE t ok
COUNTY OFDALLAS \ | j“’\-’(} E

This Ground Lease (Rarminatier reterred 1o

{he “Lease™ ia made and entered Inio a3 of September 3, .80

by angd among the Chy of Addisen, Tewns, »
Texas Corpoation (herelnalier so
(horenalion ralerted 1

Tezas, Inc.

WHEREAS, AATI loa
trgm the City pursuani 1o 1nat cerain

that cartain real progery (harsin

relered 1o aa the “City™), hualmn Alrpon ol
irves relarred 10 as “AATI®) ang__ M1SSION PROPERTY COHPANY
a3 “Tenant“}.
WITNESSETH: -
4 ularld 10 w3 the “damised premises™) described In mitached Exhibit A

=Bass Lexss”) Batwesn the Cily and Addiscn Al

WHEREAS, the demlsed pramises are sHusl
the Airport baing delinealed in a plat
WHEREAS, the Cliy and AATI heraby beass

demised premises lrom the Clty and AATI, upon|the
NOw, THEREFORE, KND’W ALL MEH BY T

aprees 1o fully comply at
gemised pramises and/of the use and cparallon

of the Addizen Alrpon (hersinatiersefeered 1o as the
per, Inc. Ivr-d-uuoc aUAATI), and

i 5t Addlison Alrpor (hersinatier relerred 10 s the “Alrport™) in Dallas County, Teaas,

ached hareto ss Exhibll B and

and demiss the demised pramises 1o Teran!, and Tanant hereby isases and lxkes tha
rms and conditions sel forh hersin;

HESE PRESENTS:

ns of the Base Lenss are incorpossted in1o this Lease by raference e If writian u-mum
mchknowlegges 1hal AATI has furnished Tenan! with & copy of the Base Leas
s with the terms and conditions of the Bsae Lease Insolar as the same nun u: |m
herscl, excep! that Tenant shall nol be reaponsicis lof ihe paymeni of any renial dus

unded the Bese Leass which shall be paid by AATI.

2. Dalinlilon of Landiord and EI
maan eliher AATIor the Ciy. So long as the Base
Landiotd under this Lesse, and shall perdorm ail

ct ol Delaull undet the B

he term “Landicrd™ as hersinatier used in this Leass shall
Lease is in efiect, AATI shail be entiiled to all &l the rig banafits and remadies of the
of the duties, covenants and obligations of the Landiord unded this Lesss. Upon the

expiation of lermination of the Base Laase, the Cliy shall be entitied to all of the righta, benalits ang remadies of the Landlord under this
Lease, and shall perform all of ihe dulles covenants and obligalions ol the Landiord undes 1his Lease. The Cliy agrees that () wnthl auch
time as the Cily notilies Tenant to the contrary in wiining, Tenant is fully auinorized 1o make all payfments dus under 1his Lease 10 AATI,
and (i} that cefauh by AATI under the Base Lasse shall have no aflect on this Laase 8o long as Tenant pays and performs its gulles,
covenanls snd oblipations under this Lease,

3. Term: Theteim hereo! shall commence on the sarlier ol March 1 T B2 . of tha first day of the first
catendar month alier Tena 1he ang opens for busine: the demnised pramises lllll
apphcatle dale being hersinafier releired 1o 83 the “Commencement Date”), and anall end lour hundrec sighty (480) months
provided, however, 1hat any eniry upon the demised pramises by Tenant prior 1o the Commencement Date shall be subject o all of tnl
terms and conditions hereol excap! that rental il not accrue.

4. Fentsl: Subject 1o adjustiment &s hersintslow provided, Tenant agiees 1o pay to Landlord, withoul oifsst or deduction, rent for
1he demised premises ai the rate of 53 P month bn advance.
The of such monihly instalimen! shall be due and payable on of bel Commencemen! Date, and & like instaliment shall be dus
and blylnlu on of balore the first day of Blrh lengar month therealier dufing the term hedsof. :

[+ ©n the second yolt ate and on svery bl-annual anniversary

‘hug;uer u-m-malw llimn o as the adwsl ent Date”), the monthly rental due under paragraph 4 shall be adjusted as follows:
(i) A compatison shall be made betwean the Consumers’ price Index-All llams for the Dalias, Texas Metropolitan Ares (herein.
alter relerred 1o a5 the “Price Index™) as I exisied on the Commencemant Date and as ists on the lirsl Say of the calendar month
ihe then DOnte.
(1) The monthly rental for the two (2) year period with and following the then Date shall be
siiher Incransed of decrensed, &S Lhe cass may be, by ihe of Increase of In the Price Index bstween the
[Date and the the Date, but In No even! shall such moanihly ever ba dacraasad balow the

monthly rental set lonh in paragraph 4,

{ili} In the evanl thal the Price Index s unavallable for whatever rexaon for the el forth another Index
approximating the Price Index as closely as|fsasibie shall be subsiiluted theralor.

8. Uss ol Demised Pram and Construction of Improvemsnts. The demised premisss shall ba used and oecupled by Tenant only
for the lollowing purpeses: sake of nu—nl\ and awcratl pans; aircrall malntsnance and repalr; sircraft siorage; shcrall training; sircrafl
mnugm abicrati rentgls, .maﬂ n?tm d' lthout the prior writien consent of Landiord.

le ice an

cra 1= l't ]S 13‘
with s and pccupancy,| Tenant Ifiends 1o construct upon the cemised premises the Improvamanis depicted In

he plml lllﬂ !ucH’luﬂnns

See preliminary site plan attached (Exhibit "D

Al eonsireclion shall be in sccordance with such plans and i and such shall be part, Ina flest

class, workmanlike manne. Tenant agreos 1o pramply pay and nu:lurnl 81l co3ts, expanses, claims lor damages, llene and any and all
olhe and which arise in wilh &

T of Damisad . Tenar that Tenant has fully inspecied 1he demissd premisss and accepis the
demized premises as sunable lor ihe nu-pose lgh which the sams are leased In their present condition.

A and i with Law. Tenant a1 Tenant's soke cost and sxpenss shall obiain any and
s, permits ana approvals necessary 104 the construction of improvements and 1or 1he ul
demisea premises. Tenant shall comply a1 all limes with all

J
ang eccupancy of the

lawe, and 10 the use of the
demised premises, and shall promplly comply with all g orders and for the ang of
Nuisances in of upon, of connecled with the demised premises, afl Tenanl's sole cosl and expense f
1 £ i epl upon terms and mvlslon! of the
" Leasshald
" g e o Eslagy: al agreement ched hereto a5 Ex. C.

& Wuahod! the prod witien consent of Landiord, Tenant may nol Assign Inls Lease or any nphts ol luunr hereuncer [escepl 10 &
us <

sublet Ihe whole or any parl m ihe demised pramises, An,- assignment or subletting
Shall be espressly subpact 10 all the 1erms ang of this Lease, g 10 the use ol tha
domised premises. In the evenl o1 Ay Bssignmenl of subletling, Tenant shall nol unnn Tenant's riphts hersunde o sublet the demised

withoul Tisl ob 0 & writien p: Trom sach such sasignee u- sublesane whauny each such .quu of sublaases
ngnes 10 be bound by 1he leams and provisions o this Lease. No such shall » novalion. In the avent of
the oceureance of an evenl of defaull while the demised premis. sddiikon fo ll\!‘ olher remadies
proviced herein of by law, may a1 Landiord's oplion, col! enls becoming due under such
assgnment of subleiting and Bpply 3uch rent spalnst any sums due 1o Landiord hersunder. No direct collection br Langlord liom any such
samgnes of sublenant shall rebease Tenant from the payment of p of Tenan's

sasigned of nibhl, Landicra, |

B Tenam shal have the right 10 mongage |

e leesehold estals of Tenant created hereby In orde 1o secuts & mongagps loan fo: the
purpose of g funas for

ihs i B of lor o1her: construction wpon the demisad
premises appreved IIOm Lums 1o 1B by LANIoNg in writing. in 1he svent that Tenant pursuant 10 MOMgapes of deads of Liusl MOTGEgs
The leasehold estate ol Tenant Craated haeby,|ihe loasehcld monpegee shall In no event become porsonally Hable 1o porlorm ihe
ot gatens of Tanant undes this Lease unless and until ssi0 mengepes Becoms R cwasr of The leassnold e

s1a 10 It of loreciosure. Of SILerwise, 40 iharaalier 5010 Iess8NolD mONGapes snall remain Hable 106 SuCh SBhgaly
Iy ag o 1Emams e Cwhl of INE ledsg #IOINgG, 0I5 Lpec e lly underainod and &
- g by h wanl Angior any at B morpage ALett Bk relins Taoaol of




A1 mpagapes o oeeds of Tust wheeny T

e LaasERENS MOnGapes 10 Give LB%. o
70 Inilaleng TOTEEIDIUTE PIOCERINES U
51sD@ 10 Curt TERANL & Belautl aNC b
men;

anpages &
L) Oay nONCE B
Json 1o assume TERARLS POBIIGN unDe! st

O -Landiord sgrees, L and so long a3 1he lsase
ich stiec has besn O
awCh wiliten notice 1o Langiord fof 1he glving of not
ongapes 16 Langiord I wiiling, writien nolice of 4
snant, and the holder of any Buch keasehold morgag
- within any longes poriod of 1ime specilied in SUch N
50 apecified, 0 being ihe intents
i Lense withoul IeEl giving any such Inasehokd me
o ight 10 Cute SUch Belaull as provioed lor harein

E. Landiord furiher agrees 10 execule and delive

Gapes o

won 16 Landiodd, 1o give the holde!

of Tenant £+=2° ~d hefedy snat conlan provisgns
‘ing the est ¢! Teaant 1o such
Langio'd guning such filieen
. ang at Langiord b

Jerpages INe lEa3enCiC estal
slipen (151 days winien AONCE ROt 10 8
RORT BBAE MON GARES ©F DESTS OF IUS1 NS (NI Aluwing
£nt angron
1]

o
osans o

and wiitten nolics (o
of ad0resses a3 may be specilind
may be speciiied by he lessenoid
iy with the givng of such notice 10
at eceipl o Buth nolice

16 satate of Tenant I dby s
of suth lsasenold mongages a1 such addreas
cos 10 1he or as
ny delaull by Terant,
e mhall have the nght, lor s penod of filieen (13) deys
Buice, 10 1ake SUCh BCTION OF 10 Make payment a3 may be neceasary & BpRrOpHiate 1o
on 0! the parties heraio thal Landiond shall nol exeicise Landlord's right 12 lerminale
\rigages Ihe nolice provioed tor heresn and ing any suth hold

v 1o BNy of Tenan! & ~ o

herein Landiord agrees that Landiord will {1}

suth and sasigns alier loreciosure, of lransler In

s ol a3 Tenant and

1o pertorm all of Landiornd's cbligations hereunder 80 10nQ as such morgages of

& successors and assigns perlorms all of the oblipations o Tenant hareunder. Landiors BIso Bprees 10 siecule and deliver 1o suth
roposed any oiher such morgeges May raascnably request concarning the
wngagng by Tenani of the lsasehold estale cisalss haraby; provided, howeved, thal Langdlord ahall nevsr be required 10 subDrdinats
sndiord’s iniarast in the demised premises 1o 1he morigage of such pop

10. Property Taxes and Assessments: Tenant
rprovements on the demised premises, (ho persof
asehoid estate of Tenan: craated hersby Upon the
sceipla” 6f siher writlen evidence that sl such tax

hatl pay any and sl property taxes of aaseasments bevied or aasessed on ihe
nal propery and lixlues on 1he demised premises, and, 0 applicable, upon 1he
e teguest of Langlerd, Tenant anall from time 1o time furnish to Landiord’s “pald
3 have been paig by Tenanl.

11, Malntsnance and Repsir ol Demissd Pramis

A, Terant shall, throughoul Ihe term hereol,
quipment and parsohal propeny on the demised
semination of this Lease, defiver up the demised pie
quipmen sluated in the demised pAOMISES if wor

B. In the event Tenant shall fall 1o 30
hereon, Landiorg shall nave ihe night [But nol the
osts herelor sxpanded by Landiord plus intorest |

frsinialn In good repalr and condil
premises and keep ihem free Irom wasie of nulsance and, &t the
\mises clean and fres of irash and n good repals and condition, with al
ing order, reasonable w and lear sxcepied,

cemised anC the fistures, equipment and personal propany situated
hgation) 1o.cause Al repairs of Olher mainlenance 1o be made and the reasonable

800 n?’p{mluu In paragraph 37 shall be paid by Tenant on demand,

rater

ion all the demissd premises and il lizlures,
mxphiation of

12, and bmp it. Af of 1he imp: in &, Tenant shall not create
iny openings in Ine rool or exterion walls, o1 make . o Imp: 10 the aemised premises withoul 1he prios
written consent of Landiord. Consent lod 1 or imp shall nol be unrsascnably withheld by
“andiora Tenant shall have the fight 10 erect of insiall sheives, bins, y. wir @ o1 heating P and 1rase fiziures,

aw:

wovioed 1nal Tenant complies with all

Al i and imp! in ahd 1o the demised pramises shall be performed In & lirst class, workmaniike manner,
wnd Tenant shall promplly pay and discharge 81l gosis, expenses, claims lor camages, liens and sny and all othas lapliities and
sbligations which anse in connection therewith.

s, and

13, Insurance, Tenant shall during Ine team hereo! maintain s Tenanl's sole cosl and expense insurance relating to the demised
wemises a3 foliows:
i} Insurance againsi loss of damage to Lmormlmun!s By tire, highining, and other risks from time 16 time Included under

standard exienaed coverage policies, ana sprinkier

ndalism and malicious mischiel, sl in smounts sullicient 1o prevent Landiord -
o Tenant Irom becoming co-inswrers ol gny

55 unhoer the apphcable polices bul in any eve:
percent (B0%) ot the lull insutable vaiue of demised premises. The term “lull insurable val
replacement value a1 the lime of such loss. U) request, such value shall be by & qualilied appralser, & copy
of whose lindings shall be submitied 1o Landiord, and, thedefors, proper sdjustmant In ihe Hmils of insurance coverape shall be
efiecied.

{ii} Genesal public hability msurance apas
demis i swch 1o allord
$1,000.000,00 wilh respect 1o Bny ohe scciden

51 claims lor bodily Injury, deaih of property damage Sccurling on, in or aboul the
10 Landiord of not leas than $500,000.00 with respect 1o any ohe parson,
and not less than $200,000 00 with respect 1o properly damage.
Il persons
laims for death

ployed by Tenani in wiih any work done on or about
o bodily inpry could be assensd agains! Landiord of the demised
. a program of sel © wilh the rules, regulations

iy 3
ihe demised premises with respect 1o which cf
premises, of in leu of Such workmen's
and requirements of the appropriate slate agency of the State of T

{iv] I applicabie, boller and pressuie wessel insurance on all steam boilers, pans ihereal and appurenances allached of
connecied thevelo which by reason of their use pr existence are Capable of bursting, erupling, o in
the minimum smount of $100,000.00 for damage 1o property resulting liom such perils.

i¥] Such olher insurance on impiovemen
commonly oblakneo i the case of property si

15 in such amounts and against such oiher insurable hazard which al the Lime are
nilar 10 SUCh improvements,

Iwi] Hangar keeper's liabilily
par pEcurience on property damage 10 aircratt

{vii} During any period of construction, a

g limits: $200,000.00 per aircrafi and $400,000.00
Tenant,

Builgers Risk Compleled Value policy with an all risks endofsement.

g for e in I
in the care, cusiody of contrel of

Al Such policies of msurance 4] shall be issued by insurance companies acceplable to Lendiord. (i) shall name Landlord as an
addilonal insured 61 1955 PayEE, 33 Lhe case may e, and (iil] shall provide lor at least len (10) days writlen nolice 1o Landiorg priof 19
cancellalion of mogilicalion, Tenant shall provige Landiond with guplicate originals of all insurance policies required by this paragraph.

14, Casually Damage or Destruction:

A Incase of any Camage 16 of
Tenant will promptly give wetien nolice thereol
cestuchon

B incase ol any camage 1o o
Tanant whelher 01 Not Ihe N3urance procesds

¢ bui \ ang iy an the demised pr
o Langlord, gensrally describing 1he nalure and ecie

ises. o any par |
of such damage and/or

of g 3 and on ihe demised

arly, payable on sCcount of such damage and/or destiv
purpose, at Tenant's sole COL, fsk ane expense will promplly and he . Tepair and of smd
buildings ang a5 nearly as passible 10 then value, d i PrIOT 18 SuCh damage and/or
ﬂ!ﬁll;tllon, wilh such al1erations wm and additions 1hereio as may De approved in wiiling Oy Landiord (heresnalier somelimes referred 10 83
the “Fiestoraton™) :

. ©f BNy part thereol,
ctien shall be sullicient Tor such

. Allnsurance proceeds, il any, payable on dccownt of SUch camage 10 or desitrucion of the . and
on the gemised premises shall be held by Landigrd, Landiorg shall be protecied in aching upon any cénihoale beleved Dy Landlord 10 be
genuine ang 10 have been execuled by 1he proper pRrly and shall recewe SUEh cenilicale as conclusive svidence of any fact or &S 10 Any
matles therein se1 lonh Such certificate shall be full wacranty, Buthorlly and pratection 1o Landiord In sc1ing ahereon, and Landiond shall
bt under N Quly 10 lake any achion Gihed than et 1oh in this paraprapn 14
. Inswiance proceeds received by L lnﬂlmdﬁ£ ceount of any Camage 1o o1 of ihe A ang
€A e Gemised promises, o any part b0l (1635 Lhe cos1s, loes and expenses incuried by Landiord and Tenant in the collechon thareot
Including, withoul hmitation, adjuster's snd allorney’s loes end sxpenses) shall be applied as tollows: )
(it Hel insutance proceens as above delined shall be paid 1o Tenant or as Tenant may direct from hime 10 lime &2 Resioralion
Progresses 10 pay (of reimburse Tenant (o) Ing COSI of Resiodalion, upon winlen iequest ol Tenan! 10 Landiorg accompanied by (a}
cemlicate Of 8 SuperviSing AICRITECT ©F EnQineet by Landisig, n aeisll the work
Gueshion and 1he cost Ihereo!, $1a1ng 1hat Ihe Lame were necessary of i
therect, and that no pan of the cost tnereo! hag [T ana
10 compiete (he Resloration, and [B] a7 epnion of counsel satislaciofy 1o Landiord
setrictan Bens 100 fabos ©F malenats £aCEpt such_if any as are discharped by 1he pagment o1 1he amount requesied

and materal in

wed By 1 0 eliuses (ijlal ano {6




£ inine et
he compeaan oF 3
by mrier, nGHCE 1QUESING 10 O
Tehan Buring such 1y 130, 63 penos 0oeL
snail ralain ihe nsutance proceedl. ang Tans

15. Conasmnslion;

A 11 guning the 1eem hateal, any pan
QuashpuBlic use Of putpose. Ot
oncemming suthodily 1he remal
Tenant, 1y Least shal
and Landiord shall rafund tc Tanani any prep

naei ol the sl

ra Tenan: S0Es REY pramptis €
ame Landiad snall nave N
e

of the ggmised pI
aresol0ion conoe

5 autpmatically terminaie as

& 8t .
compieie Fesior roatier 1

menit P s
1o commence O
.ent o Restoration o 1
not 36 Commente o1 proceed
nl Bl pay Bhy oeliency i au

Jorg Ras green lenant 7
nat Tenant gaipent -eeds 16 the compiehon of
16 OWiDEDtly Comph . Fstorabion 1 auch ewenl, Landid
on peocesds Btk ROV putticent for Restoraiion

|
amineni domain for eny publc &
f1er such 1aking by ©f aale 10 BB
nd sconomic pocupation snd operahion by
¥ &5 pORIEINION ol the demized pramibes,
owing by Tenant 1o Landiord.

condemned by
tion, Bng ¥

smises ahall be acquired of
\ming suthorily wnoer thieat ol condemnd
mised premizes 13 not suaceptibie 10 8l icienl
ol 1he cate thal sad condemning suthos i
ul unaccrued Tenlal Iess ahy Bum ihan

of time
d within

ried

a0 O

BN £ guch taking by of sale 10 sald
sconomic petupalion and opacation by Tenant
shall bt reguired 1o B fo1 the remainger of
adjusied i
ing in the gamised premis
foolage originaliy coniained In Ihe
suthorily aciually lakes possesaion of

€. 1 thes Lease i3 nol e
and the CONGEMAANIOR PrOCES
tor iestaring Ihe remaining po
by Tenant, and kny remaining
heir interest may sppear. 1t
wntitiag shall be awarged an

16, Unitities, Tenant shall b responsible

emisas and Teni
sarvices lutnished 10 1he d
interuplion i any such utility services.

17. Commaon Faclities, Tenant and Tenat
right 1o use & commaon laciliies, improvem
Landigrd 1o ihe

&5 alier the
dermisad pr
the Co

rminatad puisul

om lime 1o time puravant

procesds 1o which
his Leass is Lesmind
0 paid 1o Landlord af

ant shall pay all charges Jod wa
amised promises durin

ents,
accommEdalion and Convenien
o

ffecte

ol he cemized premizes Is susceplible 10 alhicient wng
ihig Luass shall nof tesminaie bul ihe rental dus herpunde: Bhst be adjusied 8o that Tonant
the tesm herso! ife sum o ained by mulliplying each monthly tenial insialiment dud
o paragraph 5, by 8 iracisen, (he numarstos of which ahall be the numper of sguare (]
by or sale 1o sald ing aulhority ang inatot ©f which shall be the squase
los. The rental sdjusiment ealled lor heraln shall nol commaence wntll said condemning
nined poriicn ol the demised premises.

caction A, Tenant shall promptly tesiore 1he Improvemenis
and Tenant are eniltieg shall be awatoss ang pald lirsl 10 €OV
P ws d P wihicionl and and op
Landicrd and Tenant aie sntiied snall be awarded and paid 1o Lanaiord and Tenant, a3
ted pursuant 1o Seciion A, congemnation procesds 1o which Landiord and Tenant ae.
ha Tenanl as thair inlefesis may appear.

mnant's sols cosi and sxpen
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ponsible for any cessaiion of

3 |
18

o

ni's cuslomers and other invliees shall ha
ow erisl of which may e

g landing and

saciushve

ve the NOA-
" be

ck ol Landiord’s custom

ingress and egress to 1n
charge tom Lime 10 lime
and management

18, Rules and Regulstions. Landlord ha
whicn shall gevern Tenan in The use ol 1he o

e oemised

by Landiodd in oparaling
of Langlorg and miy be roars)

h|

R Birporl

an
ne Airport. Al such common Ta
nged, modified, changed of terminated

services which may be provioed withoul-=
ali times be under the sxclutive eantrol ¥
1o time a1 Landiord's sole giacislion. £
rpinalier refosred 10 e “Rules and Regulation =

s. 8 copy of which has baen furnished 1o Tenant.™

In any event,

s o
am

dopled Rules and Regulations (M
sed premises and all commen 1

Tre Rules and Red: 8 are
the Aules and Regu
reasonable manner fof ihe purpose of B33
customers of the Awpor.

18, Signs and Equipmenl
rsght Trom TIme 10 Wme 10 ins 1l and opera
equipment and facililes in of on the demisel

20. Landiord's Ri
houts, ie enier ihe

dema

P d by
tations. Landlorg shall havi
uﬂn? 1he salely,

figr first sec

ght of Eniry. Landiord B
sed premises (i} 10 in3p

as i writign verbatim harain,
he right 1o ament, notify

and Tenant agrees 10 comply fully il all times with_=
and ailer the Rules and Aegulations lrom v ¥

ime 12 lime in &
weliare ang convenisnce of Landiord, Tenani and all cinar Tensnis and

M have the
antial al and olhel
ol Tenant's business.

@ Landlond's approval which wiil not be unrsasonably wi
AubAlising signs and radio, icati |
wremises thal may be reasenably necessary los the operalion
d Landiord’s authorlzed representatives shall have the right, during the normal businesso
Locl the genaral condition and siate of repair therecd, (il) lo make re paits parmitied under

hiwald, Tenant shal

mtdad vhat.

d

day peri

this Lease, (i} 10 3]
During th
right 1o efect
21, Indemnity and Exculpation:

A. Landiord shall
whomsoever, 1or any inj

how the demissd p

of 1he demised pre
ol ¥

& final one hundred sighty (180} ¢
and Mainain on of anoul the def

not be liable 10 Tenan!

Ing the

ip any prosp tenant of purch ‘ot (iv) 1or any olher reasonable and lawlul puipose. o
L 3

ays of the 1erm hereol, Lanclord and Landiord's authorized reprasaniativas ahall have 1he 3

mised premi lgns Ing the oemissd premizes for laase o7 for saie,

c

invitees, Of 1o any cthes parsonS
acent area owned by Landlord
it of

lor 1o Tenant's employses, agents, servants, cusiol
& 1o propany on of about 1he o
Tenant, Tenanl's

ars.

nYiLees, x
ation of Tanant, or ansing oul ol the uu?‘
Ing oul of any bieach of dalault by Tenani in the o

amissd promises of Any adj

servanis, i

o implied Invis
ial

demised promises uﬂﬂl; axpress
auct of Tenant's business therson, o

e enant’s
boss, Expense Of CLAIMS AFising ©

B. Landiord and Landiord's agents and
resulling lrom the gemised premise:
{he backing up ol diains, of by ga
the sOUTCE, O CAMphHERS OF by lire,
y loss of damage

explosion

peralions in eonstruciion of any prival
authorized agens

2. Datsult by Tenanl. The tollowing vl

A. Failure of Tenant o pay

such taiture shall continue for

B, Failure of Tenanl 1o comply wilh any;
money, and such failure shall not be cured

a pericd of lel

C. insolvency, the making ol a wansler i
any guasanios of Tenanl's obligations.
D, Filing ol & petiion under any pectio

of the United Stales of any Siate thereo! by §
proceedings liled against Tenant of such g

wt o such o

s becoming oul
water, slgam, electricity or oll leal
that may be o

[
and employees of Landlorg.

any installme

enan of any §

- and Tenant hereby agrees 10 indemnl
amage o1 Infury.

Landiord and hobd Landicrd harmisss lrom any 3

amployess shal not be liable 10 Tenant for any injury 1o parsons or gamage to propeny B
1 repair of by delecl in or tailure of equipment, pipes, o wiring, of broken glass, of by

king, escaping of Howing into the demised premises, feg di ol o
ing plasier or calling o Tof any oiRer reason whalsoaver. Landiord shall not be 18
ccasioned by of through the acls of emissions ol othar lsnanls of Landiord of caused by ;=:

Lblic ©f quash-public work, of ol any oiher persons whomsoever, sxcepling only duly §

nis shall be desmed to be svonts of delault by

nt of rent of any clher aum payable to Landiond
h (10) cays.

erm, condition or covenant of This Leas
within thirty (30] days atier wi
teaud of cred

Tenant under this Lease:

e

hersunder on the dats that same is dus and—=

iher than (he paymment of rent of oiher sum o™
iiien notice hereof 1o Tenant, of in the event suct!

tors, & the making of an assignment lof the benalil ol credilon by Tenant of

or chapter of 1he National simitar law o s1alule
ol T

bankrupl of insolant i

Bankrupicy Acl, 88 amendad, of under any
anant’s . of adjudicat

E. Appoiniment of & receiver of usies

F. Abanaonment by Tenant of any subs
putpose leased

23, Remedies ol Landlord. Upon he ot
1o pursue any ene of mose of the fotiowing

A, Termanate this Lease, in which everi
surrender ihe demised premizes, Landlord
emised PIEMISES Of ATEATAGES 1N FEAl, ef)
may b+ ooupying 1he o
Tenant shall pay 1o Lang
suCh 1 manation, whelher thiough inabiiit

B Tesmsnaie 1his Lease,

In which svent
Las

lor all or subsiantialty all of the assels of Ten
fiantial porlion of the demised premises

"

ay, withoul pieju
@ upon and lake pOSIESS

ant of any guarantor ol Tenant's obhigations.
ot cessation of wse of the gemised premises 101 the

urence of any of the events of delault lisied in paragraph 22, Landiord shall have Ihe ophion
emedies withoul 1he notice of demand whalsoe
Tenan shall ihe demised pi 16 Landiosd M Tenant lails 10 30

2 emedy which Langlord may nave 1ot possession ol the
ion of the demised premi | or temove Tonant and any

dice 10 any Gihet

lemised premises of any par fheteol, wilhou! being habis 1ol proseculion of any ctlaim lof
led on gemand 1he amount of all loss and damages which Landlord may suller by réason ol
10 relel 1he Qumised premises on s terms or i

Tenant shall immedistaly surrended the aemised pramises 1o Lendiord. 1t Tanant fais 10 8¢

ger 1he QEmIsed B
cemised premises of alrearages bn rant, e
Eiher person who may be DECupyIng ¥
gamages theselor Tenant shail pay 1o Land
1913l amount ol all monihly tental and oih
Fave constituted The uneapeed porion of

8
1o

tar upon and 1ake poasession of the d

¢ mmounts 10 be paid b
he teem ot this Lease over the (hen Tait m

oul P y ©lhes semedy which Landlord may Rave tor passesson of 1hE

ermisd promisss sd axpel of remove Tenant and &M
any pan thereol, withoul walng lable lod prossculion of any claim fo
such Inminatlion camage 8116 the sxcass, |1 any, of I
¢ Tenant 10 Landioid hereundes Iod the peNod which would olnerwist

arkel rontal value of 1he Gamissd premised 1or suEl

mised plemises of
@ n 1he gate of

uneapined porison of ihe 181m ol tnis Leage

€ Enter ypon and 13kE D ession of 1h
camages thetlon, ang £x
“irrn may

se3 without terminating Ihis Lease snd wth
Tenant ang any GIhe! p8rs
30 acdiee e ten 1h sl

Gut being liable lor prosecutic
o weho My bE GECUPYinG the Gam:ses promises ¢
ot Tengnl giees 16 puy 16 Leng.aie monihty Of O

7

& GEmised pIEm
pal o remone

MibEs B




Gemiand from 1ime 15 ime any DeliTienty Iy
Jr COMMILLONG BUOINERL lees weme
ABCEwES wnOE! SUER TelEIINg

wrise by reason ol any Sath reiellng In ming the

N0 oiherCoss of teiettng & & subiiacl
reasonable

mount of such dehoenty,
#a trom Ihe Bmount o 1ant

D. Enter upon the Oemised Premises withoul 1arminanng this Lesse and wiihoul being lbke 1o prossculion o for any cimm for

Gamages inerelod and do whalever Tenant is ol

wapanses which Langiord may Incuf in thus
1heienn & 1he

with Tenants

resuling to Tenant rom such aclion, whather :‘tuuq by negligance of Landiord of oinerwise,

Furauit of any o the forepodng remedias shs
provised by law, nor shall puraull of any remedy

lprialiuie of walver ol any renl due 10

aled 10 0o yndat (he terms of this Lease Tenani agieas 10 pay Landiord on cemand fos
undel This Lease, togeiher with intprest
e of 1en peecen (10%) par annum lrem ihe Cale expended wnill pasd. Landiorg shall nol be Hable lof any damages

no! pracivde pursell o Bny of the oiher femedies harein provioed of any oihe remedies
sin provided conatiiul

Langlord hetaunde of

of any garmapes sccruing 10 Landiord by ressen of the violalion of any of ine 1erma, ang hereln

24. Detwult by Landior
©f Ihe Gemised pre
{inzluging the obligation 1o pay renl} or grani Tans
sclipn whatsdever with regard 1o the demised pre
specilically seiling torh such osfaull by Landlord,

. No delaull by Landiprd

event suth delauil cannol be cured wilhin said [1harty (30} dsy paricd then within an ndl
Landiprd has comMmanced curalive achon wilhin 818 1hirly (30) day perod and therealier is diligenily s1ismpling 1o cure such Celeull

ses of tander Landiord hable lor damages o entitie Tenant 1o be releved lrom any of Tenant

shatl wn eviction or di R LT

¢ Tenant has glvan L

wae and posssasion
obligatians hareuhoer

_soi-oll o or entitie Tenant 1o take any
1

andinrd wililan nolice

ll8d 16 e such delaull wilhin said thiny (30} day perod. o In the

onal reasonable period of lime 5o lang &

the event 1ha1 Landlord 1ails 10 Cure such celaul] within said thiry (30) day period, of within saig sddilional reasonable perod of time,

Teran shall have 1he righl 10;

() Procesd 1o cute such delault and deduct the cost of curning same plus interest IRerson a1 the rate of ten parcent [10%) per

snnum liom the next succesding renial Ins
Protesd 10 Cure Buch ni
ten percent (10%) per annum. L1

L
nolice

iment(s) due by Tenant 1o Landiord hersunder; of

nd specilically reguesis such notice, Tes

ungdertaken by Suth monpapes a5 If such curslive aclion had been taken by Landiord.

25, Waiver ol Subrogation. Each party herett w.

v

same 10 Landlord, and 1o accepl cu

wil and being sull against Landlord for the cost of curing same plus Inlerest therson a1 Ihe 1ale of

ii) Terminate this lease If such default prohibits conduct °{ tenant
| u

ny morigages of Landiord has glven Tenant s address for nolice:

quied hersinabove 1o such mongages &t the tlime Tenant

iness
A1 mgiees 1o give
ve action, Il any,

N Bvery clalm which arises & May arise in such pary's favor againat the

piher party herelo @uring he lerm of 1his Lasse for any and ali loss of, o damape 10, any of such pany's propeany located within or upen,

o conslituling & pan of,
Insurance policies, 16 1he ex

fhe demised premises, |which loss of camage Is covered by valid and collectible fire and exiended covsrage
nl thal suth Ioss of DAMage is fecoverable unde: such insurence policles. Sueh mulusl

Ivars shatl o in

sdgiion 1o, and not in limiatson of derogation of, any olhed waiver of release contained in this Lease wilh respet! 10 any loss of, or
damage 16, property el Ihe parties herelo, Insamerch a3 such mutual waivees will preciude the aa3signment of any alofesaid elaim by way of

o
company which has issued 10 such panty policies of lire ano exlenced coverage Inswiance, w

{or any other person), sach parly hereby agrees | 1w

en notice of the

Qive 10 sach
1erms ol such muiual

whivers, Bnd 10 cause such Insurance policies lo be properly endorsed, H necessary, 10 prevant tha invalation of such insurance

coverages by 162500 Of SUCH Waivers,
2. Thile 1o Any and ail

on Ihe demised premises shall bezome the property of Landiord upon the

ERPIrALIDN O lermination of this Lease; provided, however: (i} If Tenanl Is not then in defaull hereunder, Tenani shall have the right 1o

remove all personal properly and trade lixtures owned by Tenant from the cemised premises, but Tenant

hall be required 10 repas any

camage 1o ihe gemised premises Caused by such femoval In & good and workmaniike manner snd a1 Tenant's sole cost and expsnse; and
{H} Langlord may ekect 10 requite Tenant 16 remaove all improvements irom the demised pramises and resiore the demised premises 1o the

CONDIEN 10 which ihe same cuiaied on the da

good and wotkmanlike manner and al Tenant's sole cosl and sxpanse.

27. Mechanics’ and M.
©f the liling ©f any Mechanics’ of Malerialmen's ligns
claiming undes Tenani, and Landlond,

Tilieen {15) 0

simen's Lisns. Tenant ageses 1

ingemniy and -hold Landlerd harmiess of and from

dioid shall nel so
ion 1o do 8o

nd Tenani

wreol, in which event Tenant shall promplly periorm such removal and restoration in &

all labllity arising out

Bgainsl the demised premises by reason of any acl of emiasion of Tenant or anyone
| Landierd’s option, may satisly such hiens and collect the smount expended from Tenant togethar
wilh inlerest thereon as provided in pazagraph 37 as aoditional rent; provided, howeves, that L
e wiliien notilication 1o Tenant of Landiord’s inl

salisly such lisns until

aliure during such fiftesn }15) day penod

16 bond such hens of esciow lunds wilh appropriaie parlies 1o protect Landiod's Intereat In the demised pramisss.

28, Title. Tenant accepts the demised premises subject to: (i) the Base Lease; i} ihe Rules and Regula
. ng othet

laws, statutes of regulations now in ellect of hereafy

gl yang [w a
povernmental authorlly having jurisdiclion over the demised promises.

iona: () easements and

BF promulgaled by any

0. Qul joyment snd Landiorg and warrants thatl Landlord has full right snd power 1o
- eaecule and perform this Lease and 1o grand the @state demised harein, and thal Tenan!, upon payment of Lhe rants hersin resarved, and
perlormance of the lerms, nd harein all i

Qomised premises Guring he tull lorm of 1his Lease. provioed, howsver, 1hal Tenant accepls
recorded morigage, deed of trust or olher lisn presently axisiing upon the demised pramises. Landiord further |s
ngd authorlty by Tenani 1o subsrdina

with full power
xist

Tanani's i

all

@and gquielly have, hold and enjoy the
nis Lease subject and subordinate 1o

¥

heceby irrevocably vesied
&Sl hereunder 1o any mosigage, desd of trusl of othe: lien now
© ©f herealier placed on Ihe demised pramises of 1o deciare this Lease prior and supsrior 1o any morigage, dead of trus! or cliher lien
now exisling o herpafier placed on the demisad premises; provided, however, any such subordination sl

be upon Lhe expreas

condilions that (i) this Lease shall be fecopnized by the morigapes and that all of the rights of Tenant shall remaln in full forcs andg slisct
guring 1he full term of this Lease on condition that Tenant at
covenanis and conditions required by 1he lecms of this leass,

ghis ol Tenant shall survive and this Lease shali in ail
ahal lully periorm all Tenant's obligalions hweunder and

Insttumenis declaning 1his Lease piiod ang supedic

torn 1o the purchaser, Tenant

tein 1o the morgages, e successors and asslgns,

nd perform all of the

ind (11} in the svent af of any

shall sutvive 1he foieciosure of such mongage, deed of 1rust of olher lien,

. M. Rant on Net Retun Basls. Except for the
is intended that the renl provided 1or in this Lease
expenses of charges with respeci to the demised

ental due ungder the Base Lease during the time that AATI is the Landiord hereunde
miipe an absolulely net return 1o Landlord Tof the term of this L

of any such

spacis continue In lull lorce ang eflect so long as 1:n;ni

MIL0 agrees wpon camand 1o sxecule Tunher
1o any mongage, deed of rust o other lien and specifically providing that 1his Lease

aase, Ires of any ioss,

taxes and #ssessments, and this Lease shall be

in

§. withoul . ., Fepairs,
with &nd 1o et such Intenti

3. Holding Over. Should Tenan, of any of| Tenant's successors In interest

m ol this Leasd, such holding over shall consti

any lume by elner Landiond of Tenant afier thifly, (30] days pror wiitien nolice 16 he othar, a1
1 month of the term of this Lease

2. Walver of Defaull. No waiver Dy ihe pamies herelo of any defaull or breach of any lerm, condi

be Seemed 1o be 3 waiver ol any subseguent deldull of breach of The same or any olher lerm, condin

Theseal, on the expination ol the

percent (200% ) of 1he renl paid lof the

31. Release of Landiord Upon Transier. All g
Lease (except for any babilily Bcciuing poor 1o

& monthly sental

all 10 surrender the demised premises. o an
e & ienancy from month 16 monih only e munsbie

pan

equal 1o Iwd hundved

*on of covenant of this Lease shall
1ON O CovEnant ontained hersin
I Landlord's personal liakility tor the perlormance of the terms and provisions of this
weh iransler] shall leiminate upon & ransfer of the demised premises by Landiord,

prowided thal Ihe obligations of Landicrd unde: this Lease sre covenants running with the 1and and shall by Dinding upsh the transleres of
Langioid's interest in ihis Lease and the demised premises.

M, Anorneys’' Fees. !, on atcourt of any breach o delas
Snall pecome necessary for ihe other 1o employ ah anome:

shoule 3uCh pany prevail, such party shall be enlitled 1o coll

pasty

35. Flnanclal Intormalion. Tenant sgrees thal Tenant will from time 10 1ime wpon the weillen request of L
s Lease furnish 1o Landlord such ciedil and banking relersnces as Landiond may resacnably 1equast.

3. Esteppel Cortilicates. Tenant sprees 1hat lrom Lime 10 time, ul
Tenant wil! geliver 10 Landior a stalement In wiiling cerilying that

! by Langiore of Tenan! of iheir respeclive obligations under this Leass, il
salorce or defend any ol such parly’s nights of remedies hereunder, ang
el feasonable aticineys” fess incurred In such connection from the olher

alod during the term of

pen ot less than len (10) Gays’ prior wrliten tequest by Landiord,

A Tris Lease s unmodilied and in full force aha elfect (o1 if there have been modilications, That 1his Lease as modilied 1s in Tull force

and eltect and staning Ine medilicanons). |

8. Tne cates 1o which 1ent 400 olher ERa'GER have been paid

e e

€ LanSiord s nol in detaull undes any teim of movision of s Laase of I in detauit
i %] 6 '

nature thereol in getall
Expéir B Jece Y

In AtzorEante with an



lerniahes 10 Langiord 8ss beeng futmshen !
curatve enoa BliGwed LANJIOTE uncet This Lo

Lanaiog,
Tanant & stmement in wi
A, Trs Lease 1s unmodiled and i ful
and eifect and siating the modd icalions) |

ng carulyng In i

Nprd's mongagee and LAngiond s mongpr Allg 16 cure such oatautl within the

rees TNt 110m LmE 16 VM, GESn NO1 ss TRER 18N (0] S3p3 PHOr widlen feguest by Tenant. Landiclo will geive 18

orce !lnn stiec (of It fheis have bean modilications, that the Lease as modilied I in full lorce

B. The cales 1o which renl and other chasges have been pald.

€. Tenant is net in 8elaul under any 1em of
sahibil sllached theseio. |
37, Interast on Tensnt's Obligations and Ma
remaining unpais len (10) deys e dud Cale o
daie” shall be Ihe date upon which Landlord dema)

per annum from and alie: sald tenth (101h) ay wrtll pald. If mote than Iwice durlng The term of 1he Leas:

chiech 13 nol pald by the benk on which it b ar
paymaeni ol
cartilied check of money oided, and Lhe delivar

monetary obhgations. Any acceptance by Landiord of s personal of cofporale chach

& walvel of estoppel ol Langdiord 1o requine othes

F«"Iuon of this Leasn or H in defauls the naturs thereo! In del

wilure monetary obligations of ‘anani under this Lease are 1o be made on of belore the dus date by cash, cashisr

all In accordance with an

nne of Paymant, All monsiary cbiigations ol Tensni 1o Landiord under this Lease
1he same (It no due Gale has been & had und ther provisions heresl, the “due
s paymen from Teaant in ng) shall baar int a1 ihe rate oF o0 percent (10%)
Tenan's parsonal of corporale

et whatever reason, Langlord may requke by glving wiltien nollce to Tenant thet the

ol Tenanl's personal of corporate chack will e longer consiiule peyment

s
2 such nolice shall not be deemed of Consirued a3

payments as fequired by saio nolice.

Itis
Jnoqp.ngem contacior and is AOL ACIIAG &3 BgeY

2. Force Majeu

and agrud 1hat in leasing and cpoerating the demisad pramises, 1o-|nn| Is ncting as an
1, 4 ner, joinl vanturer of employse of Landiord,

i a
In I evend perlormance b,Wo{ Y 1aem, m»ﬂlmn of covenant In this Leass Is delayed of prevenied by
wny Act of God, sirike, lockoul, shoslage of matedial o labor, 1ho!

. clvll rigt, flood, of any othed :.mn

N CONro! Of desiy 1he nod 1or p of term, con nent IM“ e prisnded
50 dplayed or mw:ur:em ch Pi"Y e?l glshaﬁ T be excused OF rtir'u? P  RoRetar

ion hereun er .

40, Eahlbiis. AN exhibils, altachmaents, anneced instrumanis lnﬁ ca relered 16 hereln shall be conaldersd & part hereo! for all

purposss with 1he same force ana sfiect as If co

ed verpalim hecsin.

a1, Use of Langauge. Words of sny gender used in this Lease shall b held and sonstived 10 include any olhar gander, and words in

the singuiar sh;
a2, Caplions. T ions or headings or

e hald to include the plural, u;
|

nless 1he conlext olherwise regquines.

in this Leass are Insered lor convaniance only, and shall no! be consiosed in

construng 1he pravisions heraol il any question of inlen showld arise.

a3. The terms, it and
upon the parties hereto anc Inesr respective sut

provigea, All rights, poweis, privileges, immunilies

required of permitied 1o be deliversd By Landicsd |
agent of atierney.

In this l.un 3hall apply 1o, inure 1o The benelit of, and be binding
Loessors In intorest and legal except a3 hersin

and duties of Landierd unnu this Lease, including. bul not limiled 10, any nolices
0 Tenant hereunder, may, al Landiod's oplion, be exercised of periormed by Landiord's

#d, Seversbiilly. Il any provision in this Lea

te should be held 1o be invalid of unsnlorceable, the validily and enforceabikity of the

remaining provisions of this Lease shall nol be allecied nman)«

#5. Netl

Any notice of | roquited or deli d in person of shall be deemed 10

be delivered, whether aciually received or nol. when dewstlw m the Uniled Staies mli ponlapa prepaid, regisiersd or ceriiliad mail,

return receipl requesied, agoressed 1o the parties

a1 the addresses indicaled balow, or al Such other a5 may have

been apeciiied by wiillen nohce delivered In AcCOr0ance herewilh.

LANDLORD:

Agdison Aurpoﬂ of Texas, Inc.
P. 0. Box

Dallas, hns ?5?34

Chy of Addison, Texas

TENANT:

HIS510H PROPERTY COMPANY
B33 ARAPAHD EAST, SUITE F 110
RICHARDSON, TEXAS 75081

Jerry Redding, Mayor

|
4%, Fees or Commisions. Each parly hereio hereby covenants and agrees with the other that such party shall be solely responsibie lor

genis” or finders’

the payment of any biokers’

5 OF COMMissions agresd 1o by swch parly arising from the sxecution of 1

38 Of

the pariormances of Ihe lenms and provisions contained herein, and such pany sgrees Lo Indemnily snd hold the other pany harmless from

ihe payment of any such lees of COMMIssions.
AT. Countstpariz. This Leass may be execuis
shall constitute bul one and the same Instrumend
48, Gowsning Law and Venus. This Lease a
sccordance with the laws of the State of Texas, an
Lease of any of ‘h!_krlﬁﬂﬂlﬂﬂ! comemplated he

d in mulliple counterpans, sach of which shall be desmed an original, and all of which
hd all of hetein shall be by and

Landlore and Tenant both irrevocably agree that venus lor any dispule concerning Ihlc
fein shall be in any courl of compelent junsdiction in Dallas County, Texas

A5, Enlire Ag wnd This Lebse, of lony {49 1 and Exmnn; A thiough lPuu:Mﬂ
heseto, embodies the entite apreament between Landiord and Tenant and all preor whalhsr
writlen of oral, and all ol relating 10 1the lubjccl maller nlroet Excep! as mmmln
spacilically provided herein, no sgresment hereall be effective 1o changs, mod o alfsct an of this

Lease, in whaole o in pan sunless such agreemant

change, ge of
EXECUTED as of the day month and year fir;

S0. Motwithstanding the provision
Section 9A, tenant may assign te
rights hereunder, in whale or in
to one or more general/limited p
ships in which Ronald M. Frederi
Hission Property Company, or bot
or are a general partner, provid
notwithstanding any such assignme

hereunder to Hission Property Eorlnpany shall,
for all purposes constitute nul'|$= to any
such assignee throughout the term of this

lease.

and signed by o1 in behall of the party sgainsl whom sniorcemant of the

is sought

1 above writien.

s of LANDLORD.

ant's ADDISON Al TRxas,_pic.

part,

rtner-

k or By 7 C——
is

. . HENRY STUART, PRESIDENT

d that ns: _HEHNR FRESIDE

nt, notice

= i e ME EOLALD M, FREDERICK, PRES | DFNMT



STATE DF TEXAS : l |

COUNTY OF DALLAS

& /LZ/I A D’;'_JL ax T

BEFDRE ME, 1he undersigned suthorhy, ap this diy .. ¥
he 0 wnd acknoyiedged 1o me that he sxeculed the same

Kngwn 10 me 10 be (NE porson whoss name is
for the purposes and consideralions thesein simisd.

GIVEN UNDER MY HAND AND SEAL OF DFJFICE.“!IIIM cﬁ/\—ix—my ol_ﬂ%u&.,&u_,w FY
| oloatsy ot Qo

Noisry Public g o
ol stie

Counly. Teuas

STATE OF TEXAS t
COUNTY OF DALLAS

BEFORE ME. the undersigned aulhorily, "‘L‘M’ day personally lpnwla“s../
known 1o me 10 D€ the perscn whose (L] 10 the i
for the purpose and conigeralions 1h statea,

GIVEN UNDER MY HAND AND SEAL OF QFkICE. this the _A—_,. — day DW " M
N2 Hha 2

Notgry Pubi)

g8 1o ma that he axecided the same

Counly, Texas

STATE OF TEXAS
COUNTY OF DALLAS

|
! .
BEFOE ME. the undersigned auinorty. n-lm.a day phmnlllr lpmorhé Qﬂ!"é E}_\M}

knhewn 15 me 16 be The persen 13 and ack ] TT—
for Ihe pufpOsEs and Considmaligng !h“pm stated 1o me 1nat he executed the same

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this nn_,,___;ﬁ.é&,_,_ day of 19.29__

s

Couny, Texas



AGREEMENT FOR
OPERATION OF THE ADDISON AIRPORT

BETWEEN
THE CITY OF ADDISON, TEXAS
i AND

| ADDISON AIRPORT, INC.

EXKIBIT "A"

g



| .
. i KSDW AL WEN BY TrLSE PREZERTS

o v
CoaTy OF LDallkl

|
Tt AGREEWENT, made ano emieec wrieiine 309h oay of December. 1876, by #nd beiween ine CITY OF ADDISDN. TEXAS, &
runiiles! EOIDOTANON BEUNE Dy BN imuuph lnt'. Coy Councal (heieinatier “Caty ) an@ ADDISON AIAPDRT, INC., » Tesas corgoalion
[h"-g.na“t! ~Company’ ), with an acoiess a1 P O Bo: 34067, Dalas, Te: TRZM.
| WITHESSETH:
WHEREAS, the Ciiy has enlpisd Intc & Coniracl of Sate whereby ihe Ciny will
known as Aodaon Arpon, in Dalias Counly, Taaa
mixty-lour (364} acres ("Propeny”), In pan wilh Ted
Exhipit =17 stiaches heielo. | .
WHEREAS, the City and the Company sre Seblrous of having ihe Company oper
l

equire the principal portions of the saisting Airpon
It baing contemplated that the Cily will purchass approximalely hree hundred
funas availabie 1or such putpose, The Plopeny being rafiscisd ang oescrived on

nd conduet all lawlul, 1
y 81 1he Awpen lo! the use 01 Ihe genedal public and g iy In with the

scnable and approprlate
P s#l fonth in Seciion 7

w1
hereo!, snd

WHEREAS, inthe exercise ol H3 Iawlul sythority, the City has eniered inlo that cenan Grani Agresment with the United Staies of
Amenics [sthng theough the Feaeral Aviation Adminglestion {FAA}, ontec December 30, 1976, for the purposs of obisining funds for the
scguision ol the Propeny. |

WHEREAS, the Company Bgress 10 carry M.rl 1he 1erms and condilions sel lorh in (hat cenmn Granl Agresmant, snd

WHEREAS, the City, guring 1he 1erm of this Agreement_ agrees 1o consull with ine FAR on the adjusimant o modification of any term
o1 eondion in the Granl Apreement which because of the pecular eicumsiances of the Aitpon operation the Company believes io be
unworkable BF IMpAClical; and

WHEREAE, It has been found and delermined by ihe City in sccordance wilh I3 lmwiul gutles, that |1 Is essental, sppropriste and
necestary for 115 public purposes and lof the public 16 scquite such adeguale gensral aviation lachities: and

WHEREAS, the Mayo! of 1he Clty of Aodison has bren duly suihorized and ampowerad 10 sxecule the Agreemant; and

WHEREAS, 1he inlEntion of the paries 1hat 1he Apon shall be operated in & manner a3 would be sccomphshed By § ressonably
prudent aitpan cperaio! #nd in accorgance wilth 3ound business praclices;

NOW. THEAEFORE . for ang in consigeration of the mutual . and ag harein sel forih, 1he parties hereio
hereby sgiee ant conaci a3 lellows: I

Tne Gy nereby leases 1o Company, and the Company hereby takes, upon the 1eims and condiliens hereinatied spaclind, the
following premises:

{I} the lang gescribed in Exnibin 1" .'r Ihe Propeny and the Improvements thereon owned by the Ciiy:

i) an nts. ights and relating 10 the lang {all propeny described in clauses (i) and (i) sbove & hersin
somenmes coliec!ively called 1he “Leased Fiemises” ng

(i) Criy hereby assigns 1o Company all of IS Hgnl, tnle and interest in and 1o the leases set lonh in Exhiblt “B” 10 the Coniracl
of Sale.

&3 conssoeration lof ihis ApreeMment, anc in a02ilion 16 1he ients payable hereunoer, the Company agrees 1o pay 10 the City the sum
of Eight Hungres Thousand (3500.000 60) Doliars, in cash. sai0 payment 10 be mace simullanecus with the reiease of this Agreement from
eaciow pursusnl 18 hat cenam Escrow Apieement daied December 30, 1576, by anc belween the City, Company and Southwest Lang and
Tuke Company (“Escrow Agreement™).

In the event 1his &greement is nol delivered oul of pscrow 10 the Cily and is relutned 1o Company by reason of the Escrow Agiesment,
ihe Company shall have no Liabilily for any payment 10 the Cny hereunder and this entee Agresment shall be null and void and of no lorce
or efiect as of 1he Cate his Agreement is execuled.

Section 1. Delinllions : -
{8) “Airpon™ means the Addison Aitpor as shown on Exhiblt =2 hereol;

) “imp ts” means all p 1hat i serve the Airpon, incluging, bul nol limiled 1o, sireels,
parkshg BTERS, APIONS, FURWRYS. SPWErS ang i al i ang and i N
acements (hereio on the Leased Premises.

. e} “Gross Pegepts” means ali monies paid 10 1he Company lor saies made and lor services rendered of AQ1esc 10 ba rendered
a1 of trom the Airpor repaidiess ol Ihe Lime o piace of receipl of the o of, anc 1of $ales made and 107 Services rencersd of agresd
16 be rendere oursioe the Auport if the oider Iherefor is rezeived st Ihe Airpan, the charges, renfals, fees and olher payments of whalever
wing ol Aature Sai6 10 the Company unoes any lease, sublease, permil, license, or any olher apreement, oral of wiitien, relating 1o the
Airpon, sl lan2ing, SATRING ANC CINE! lees ano charpes paid 10 the Company hrom any user ol the Airpor, revenues pasd 10 1he Company
for the sale of Delvery aviation Tuel, peirolevm and cihef Produtls, inCluding any Tuel liowape lees, any olher rerenues of any 1ype
BT8R Gut 0 B7 IR EBTRES i hs i

©n with TNE COMLany's Services snd a1 1he Airpon, 1herecd. Any aodiion,
mod.fzatcn e alcanon in ihe Company's meinod of periorming its Arpon function o which would y
i & Gross Recepis snall lusi recuire the appioval of the City.

Sezuon 2. Representetions by City

Tre Coty 13 the Euly BC 1awiyly ClEaIES, €2isting and recognized owner of 1he Lessed Premises, having the power 1o enter ine the
amsashons METEUROLT, #0O By BiDPer fhion ine Ciy has been Culy awinonzed 10 execuic and celiver 1his Agreement.
Seztior 3 Representitions by Cemzany

Tre Comgan;
15 Duly suthorae:
BErEETEN] 10 WHIZA 1 Ay Bt B Saty

corpor2ied unoe: 1he laws of the Siite of Texas, is in pood sIanding under 1he laws ol said Siate;

16 6! Teszs: LAt 1he pov el 10 enter 1910 1S AQIEEMEN] wilhoul viclaling the 1erms of any ciner
S By Proper COrpOrale S2UbN had Leen Culy BUIhonzed 10 Exesule and deliver 1S AQIetment.
1 generally will 0ICupy anE B2ies Ine Leised Framises 107 1he public puposes of the Ciy as sel lorih in Secion 7 hereol,
Seznon & Te:m of Apreement |

WL IR LEImE, ID.ETE

L CONSHIGNE and afIEEMENls COMaineD in 1his Agieement, the Company shall heve ang holg the
100 & (1T E2TMITENLIGE CF The Ea1e o 61230 Of 1he puictass of 1he Fropeny an the Connact of Sa't ans encing 20 years

preceadty 10 1ne City posstssion of 1he Leased Piemises wogether wid buicanps,
1E313120ST8 1LETED OF The k0N, N ThE Cale ©F 1Ne € DUAlion ol 1hs Lpterment, Bem 2y
SR EEING IL2L e RER INE LeEes Fref iSes s rttuine 10 the Cily They sfall be ar fusscizes
= wikz® @7 Tt ARG 35l pr DLt #00 Cleat of any and aki hens, DEDIS. CONTaIlL. ektes OF
Biut BRI GESCHRLIGN.

ng, iy sum of $10C.000 0D, &3 & spe
B i Lt 2isesskd OF OIhErwise Le hiabi
i AprEament.

1 Tor putiic s 1L be
of any tuflher SUSh SLEELEMENRIS Made oulsOe Gf

ne Cny &£ #5000 per month, o4 3% ol the Company's monthly Gross Rezeipt
Fayese 1o City of Lesson Dalias County, Tesds, OMmMEnRCIN OL 1Ne 2301
nt 1ur 10 1Es) Monin herea!, and on the 20th Say of gath Cakensa mo:
SESUTED Dy @Ry (C#] DROPENY OF LESSCNRE DrOfeny

& Cily Of AES-0R LA IDE 1N PiGaeMents OF 1T AGIeement, Comn § wah ine
£ BEa-n8! INE RLal SuLIEECING ANSIAMETLS Of 1ENT FETLon0E ane stiel

W orencer 1o the Caly, on the 200 Cay ©f Cach CELNCET MORIn, & 2momm

whazh gt
ciyof the

eatet
3 by

¥
i+ 2y monh




sepbn mPIF MOTEES O 1F0f3 WDIR € rard
Leasi, #e=arry The COMmpa=y bha pay 4100

LY TR LT
ALha PrODETy IAVED BR3EL3ET [y The

5 user o! cesiec Premies

i haer LORIL. O 10k opeiation ©f the Leased Fremises and shall opecaie them on & nonGILCHMifalony
@ i BECOICARCE wilh applicadls lawi snd

w Tre Lomian
nE uniGHn. BRLIS CONRISIER] wiIR 10t NG el pubit wse ol snpons of & smes kend,
b At The wust of 1he armas theren’ shall be 1ot Lhe lolDwIng pufpoLes CRiy.

(i} For the nanghing and -r_r.nmmuui\lor:: o Gpersions, Craws and Lravelers atlving 810! depaning from the L

#3 Pramisas;
(u) Fof 1ne B1GIARE, BATRING. mainienante and servicing Bl suciall in COYBred AND GOSN AL,

) For the sale, mamisnance, fepals, servicing, overhaul, conversion and mediication of alicsall, snd alicrafl enpines,
aasembl accessories BNG componenl pan

La
{iv] For the storape of fusl and for the fusling of sircs

{v) For the chane: and lessing ol an:mll

{vl} For schools fer the traning of il pilels, and dispaichers, and cihar
seronaulical personnel; |
|
(v} For tne siofage, pATRRG, MAIRIEABNCE. sarvicing ang lwebing of ive vehicles, quip sngd other
sgulpment owned of Dpetied by the Company In connechion with ihe operaton of the Lesssd Premises of by othe! persons using the
Leased for oiher

{wiil} For the op! of siores, ons and oihel sosvice Boliviies
ol operalons, Efws and Iavelers armvng b ol departing from the Leased Premises by
wilh ©f who Bre 1he Guests of ine Company of eiher users of 1he Leassd Premises;

Brably reguired for the accommodation
rerall, and other persons dolng business

{m) Forihe Lesling of - ical il which will be vesd of Inzialisd in sircral
#1 1he Leased Premises; and L

{x} For sil opeiahonal, soministrative, pﬂlu and oiher such related I n ioh with the d
hereunder,

The provisions ol this Seclion shall be insened and

Leazed Premises. |

(b) Inthe perlermance of the Lises of e Awpon granied by the City hereunder, 1he Company sgrees 10 opeate the Airpor o
Ihe wse 3nd beneln of 1he Pubie, 16 make available albawpart facilies ang services 1o the public on {air ana reasonable lerms and wilhoul
wnjus! iIsCHminalion and 16 po ide space on Ihe Awpon, 16 1he exiend available, and 1o grant nghts and plivileges fof use of the landing
jaciities of the Airpon 10 all qualiled persons, firms and coTporslions desining 10 condutl sercnaviical operalions & the Airpon.

(&) Tne Company shall perioim the .mlswn-mﬂ Uses in & manner which shall be compi
Awport Layoul Plan. |

18} Any clause or provision of this Agresment 1o the Company nolwilhsiandng:

{3} The Company sprees 1o operate the Airporn in accordance will, the sbligatiens ol the Ciiy 1o the Federal Government under

bed G & it of thes genen . bul without limiling s general applicablliny, the Comgany

specilically aprees 16 cpevate 1hi Arpon Tt ANE wEE and benelit of the publhc; 10 make availagie all airport lazllities and servicesiothe
Pubiie ©R Lail AN TEasOnable IEIMs and withoul dissnme B1iGN and 10 prowade SEAcE on Ihe AWpon, 10 The exlenl avpilable, and 1o
Gran fights ang privieges 101 use of the landing atea faciliies of the Airpan fo all gualitieg persons, fims and cotporalions Oesiting
10 COROUE! ARIOARYICI] GPETALIDNS ON 1he Airpor. In This connection, the Cempany may Irom tame 1o Lime A05p1 $1an0ard rules and
i g the use and o thE AUPEN. provided such rules and regulalions shall not constilule 8 violation of the

the inthe ag ol any ciher lulurs user of the

ie wilh 1he lalest FAR-approved

[l N s spezl "
granting of an exclusive 1ighl within ihe meaning ol Section 3083 of the Feoeral Aviation Act,
(i) The City 1eserves 1he HQRE 10 Take By BE1IGN I CONSITErS NECESLATy 10 pioiect IR aerial
GBEIrLCIION, 10GetREr wilh ihe Bphi 10 prevent the Company lrem srecling, o1 pasmi
the &

Grant Agrecment. v
cally unersiood and agreed thal hothing heisin contained shall be construed as granling of aulhorizing the

appreaches lo ihe Airpon ag
g, any bullging of ciher
pon which, in ine cpinion of 1he Chy, would limll the usefulness of the Airpan of constilule & RATRID 10 aites
(w) This &g shall be dil 1c 1he of any existing of fulure agreemeni eniered Ino belween The Chy ang
Ahe United States 10 oblain leoeral aig 1o the b o ano of the Airpon,
Seenon B, Ordely Conduct of Ops
Tne Company shall CONGUC NS GLEIANIONS in & Drope! and 0106ty manne: and wil nol annoy. dislurn or be ollensive 1o olhers. The
Company shall ake all rezsonable measuies 10 conirol the conducl, o and £ ploy , Bgents,
CORIATION . anD The Conduct and Oemeanct of 1S CusIOMErs, iviles ARD Ihose 0oing business wilh il in the Leased Pre

LT
Tne terms of this Seclion shall be insenec and enlorced by the Company in the sgreement(s) of any ciher user ol the Airpon.
Seencn § Standards ol Operation

The Company shali not knowingly commil any nuisantes on the Leased Piemises, of 0o of permil 1o be done snytning which may
result in the Crealion o Commission Ol a nuisance on 1he Leased Premizes,

The terms of hes Sechion shall be Inseries and enforced by the Company in ihe agreemeni(s) of any olhef user of ine Arpon,
Secnon 0. Insurance

Tne Company will maimiain 81 13 ExpEnse INBuIance on the Leased P of the foliowing ck. el
InsurkhCE spamst l0L O CATBQE 10 IMprovements by Dk, hghiming. ciher nsks from Lme 10 Lme included under 1he
Siang; &xIEN36D COVEIAQE POLZIEL BNO spnkier ang vansahim ant mahcious mischel n amounts sullicent 10 prevent CII, of

Comzany 1om DECCMAnG o Miu'kis Of any lozs unoer Ihe Bppbiabie policies Dul oh any €venl in amounis Aol leas 1han BD% of the full
anie vaiuk of 1he Leated Fremmes, Te 180m “Tull inSura 0ie value” 25 CSed NElein means asical replaze Tem valur ai ine lime of swch

At vk lut shall b CELEINUNED By & O & eepy of wnose hndings stall be submitied
prope atjusimend in the Bmias ol insurance covetape shall be cled. " ¢ ll‘.!

b sub

& Bpainst Ciaims 10N BSOS, MUty OEalh O PIGRENy CaMazt CITURIING OA, in 01 aboul The

alletE prgieghun 10 City of £ 185, S50, 000 DD wilfi 1ES7ECT 10 BNy ON #I0OER], E0E NG1 bess

Speny Gamage Politws of such insotanie shell Le for the penele of Caly ang Company

SETLENON (R5UTAREE EEVE NG 21 LEISLRE £MDIDEC Dy CLMpany W Co
Z6E71E w hach 1AM 100 G6AtH 01 LEDWY yaly COUND Tt SSSETIED TR

Wl § CCTL ENLANES Wdura -

[LEC RN

ny wOth CONE BN 01
any o Ihe Leased
. IEgulations angd

Mathed of
g, I ihe

it W THE TP EMETS
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BBty e
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soe ik Cosemty

B s 1M BEEMEAIL OF B0y L7 IRE £ 0! Gwnied by 10e Coly shbli be Damaps © OF310res Dy lne Ineli 0 CIne' Casuaily, 1he Company
Ahall with 1ERSORAIE PIDMEINESS BAG GHRENCE. veLwnd, FEDISCE, BNE IEDAN ARy CAMAJE O Oe3NLTLON 10 INE IMDIOFeMmEnty. a1 ¥
Eapense in CoRBIMAy wilh INE TEQuAEMEnts of SECN0n 14, ih SUCh MANNRET B3 1010 1E3101E IDE 2ame 10 & unll of eous! SlE, Gusliy and
Con@sEn 1G 1hel whith essted POl 10 Suth CAMags OF BESIIUCHON IRLUIBRCE PICTSSO: BayaDie wilh respect 10 such casusily shall
peiong 1o 1he Company 10 Ihe Ex1an] ABZEELy 10 Make Luch repaire

" apieed Ihat Damage ©f OESlLTLION, -{-c!htl panial or 1o1al, by any Caust of the . ®scapl wpon
termanation of 1his Apiesment a3 13 provioe lor herein, shall nol reisase the Company Trem any obligatioh unos! s Aprsement,
Seclion 14 Mainiensnce and Repak

The Company Bgrees ant acanowleoges hal i has received the Leased Premises in good order and condition, snd luriher spraes 1o
sccept the premises es 18, Tne Company lurmq sgrees that 0 owill, 81 113 expense, hees and mamisn the Lessed Fremises, ang the
Improvements ih GDOD TEpMI BNC BDDEAIANCE, BND iN QOOD MEChamiCal CONDMION, Ercept Tor ordinary wear and tear, angd will with
reasonablie PICMPINEss Make BTl sNETID! BNE extenior, EVuciufal and Aon-slluciutal, loreseen and oiginary ang Y
chanpes, 1Epans, e ang 1 1o the onpinal work] 6f shy kinD sand nalure which mey bs
fEQUITED 10 De Made upon O In Connechion with the Lessed Premises ang improvemenis of #ny pan theisdl, in oioer 10 ket and manian
the Lensed Premises and Improvements in as good rep and app a3 they were . wxcapl lor
DIinkTy wedt &R0 leal
Section 15 Faliv

In ke evenl the Company lails 1o [ repmirs, ol painling which i required hereunder within s
period of thety days alier widien notice lrom the Ci
©pIGh Mmake SUCh (Epans, feplacement o1 do suth pasnling, the cosl of which shall be paid by the Company upon willlen demand.

ie Commance snd Complete Rapairs

Subyect 10 1he nght of existing sub-leases. the Cily, by Bis ollicers, . mgents, tep ives ang ehall hase The
taghi a1 a1l reasoRADIE Times 10 Rlel LBODN Ihe Ao 1or ine purpose of inspecting the Leased Premises, for observing 1he perormance by
ne C ol s wnger this and for the Doing ol any acl o4 hing which the Cily may be obligated or have the

fignt 10 00 unoer this Agreement.

Mothing b thes Sechion shall impose of shall be constived 1o impose wpon the Cily shy obligations 10 consiruct of mainain or 1o
make repaits, fep or addilions, o1 shall cieate any habilny lor any lailure to 6o so. The Cily shall nel In any event by
10aBilily 16F Ahy INjUTY OF CAMAQE 10 ANy PIOpEny OF 10 ANy PErSOR happening on o abowl The Leased Premises nor lor any injury of damage
10 1he LEssed Premises B! 10 any property ol the Company of of any oiher person I0Cated in of thereon oiher than those becasioned by the
azis of the Ciy

Section 16 Aleistions , Constru

ion by Company for Altpon Purposes
Company may erec! $Huciutes, Make impiovemenis, insiall lislutes. o 0o any Biher Consiruction work on the Leases Fremises, of

alie:, modily 6F Mane BOTIONL, WM PIOYEMENTS, TERAIE 10, OF of any | or any now emsSIing of Retealier
buil on tne Leased Premises.

ARy Sulh N N . repairs, i or shall be er i
completed, in comphance with all laws. ordinances, oroers, fules. i ang i therelo. All work gone in
conneclion wih gash such . agadion, s i ion, repai o shall comply win the
reguiement ol any snswrance policy requied 1o be by Company . wilh any P ol the
Agrecment !

Any improsement 10 o alieration of 1he Airporn under this Sechion of unoer Sechion 17 shall be consislent with the latest
FAL.approves version ol the Airpon Layoul Flan.

Section 17. Aheration, Consiruction by Chy

The Cily may erect struCives, Mmake impiovements, install lizlures, of Oo Bny CINEr CONSIFUCLION work on Ihe Airpon, whether
Apori-relnes of notl provioed, however, Ihe ereclion of such siructures, The making of such improvementis, the insialition ol such
fizlutes. ©f the Bonp ©f Such CORSITUCHIGN work Shall ADY unreasonably inlerlere wilh the operalion of development of the Alpon,

uaing the masimization of revenues. The Ciy shall give ihe Company 1easenabic advanze wrillen nolice of any aziion laken hereunder.

&Ry SuCh - - L TEpaITE, or shall be in
wilh Bl laws, CegiRancEs, DIOeS, Tules, ians ang heret, All work gone in connechion with each alieraten,
ancen, 1 v Tepan or shall be cone al 1ne Cily’s expense and shall comply wilh 1he

seguiterment of 1he insurance pONCy PEQuITED 10 b maimlaned by the City or Company, heteuncer. As 1o any Construchon, bulldmgs &4
pihes shiuciures EBASITUSIEd by the Cily which are Nol 1615183 10 1he Ailpon and its operalions, Company shall nol be required 10 lurnish
insurance.

Section 1B, Liens

The Company will not dectly 6 inSITectly CIEa1E OF DEMMIl 1D b o of i
MONEape. lien, LECutily inEe
1o

alits eapense, sny

il wi
enCumbrance or chaige on, pledge of, 0f condiionst sale of oiher Lille (elention sgreement with respect

(aj The Leased Premises of any san thereol,

[D) Ciy's ownership inlerest, of |

W) 1he REn o/ GINE UMy Lay2Ble Dy Company unoer this Agreement.
y MECHBAIZ'S 1350

|
L MEIESEIMENL, Suppleers. OF venDor s hen, o afy fight in iespest theres! shall Aot consiinue a

onzIon 1l fayMment 15 A1 ye! DLk L2ON TRhE COMPACT OF 107 QODOS OF SEvices, Of Ihe LiEnis] 32k DENG CONIESIEE in good
ne Company,

fsnall nol apply 10 SECuric
0 on. Ine Leases Fremises which

8 and Rates

[

£L15 1 OIRET hEns wilF IESPRS] 10 DuilDINgs Of iMDrovemens on. of whith may laer be
£ NST Ganed by the City,

whyustly CRCManaiory pres 1ol eash unit of servize. In lurthednce of this

W By 1hE Pubic lod all services,
SRS F LI - LT Jine Company, ans ahy Arpoi tenan, may be
D7 O SECLMS, TEDRIEL O CIN & 1ypes of prace o ON3 10 VENUME FuIChELErs

aleials, SupDlks ANC Dinviikpes
EweD 10 MMARE 16233Na%i ang

TEILEL M Rrd ANC DLDLLN CRARLES IR IRE DUSEE BENE Chatf D, PIOwOes, hanbver.
i 1 pro, D 16 ek Tty @ 153 6 BuCh Charges, Il LG OBLI1DN 15 (E2EwaD By 1Pe
2 € mr g'lezhwve. The City mey objesl 1 any Changes in
My SUEH LI 621000 By Ine Civy wall L o0 She rouns 1Rat suen
Egreement wan the Feze:al Avialion Loman.sitapan

2he 1o sel o ginpense Tuets o lub (T PP
ZH10% CONSISTENL will 30y [IaNT 2 LTEEMEATS malll
NI CLEALONS ON O BBOUL The Bpon, Furlher. a0y fersans
LEay 10 tne Company & bk ang GeaLrmratiry fuel

Bty 8oh00 el 10 SUBIEESEr SuCh PEMiGns OF The Lissed Fiemists as
& ALOT 200 ThE M uMIanon of 1eseAues; Monted any sush sobitase
e alboibies seb funmon Sechon 7 Doteng tne eastense of s &g eement, all
D20 LNy 10 the nghts OF 1he City 10 8 peicentage of Gioss fezepls a3

o natE A0
&0

el

L enIie e
WlelP prgetaat

£y any of
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e Comzamy 1he Coty 308N Qrores 1O

-c tL'—' Voo taere D el
spprzatie Gorsrnmenin Reguramants
Tue Lomoat. apUEEL
| &1 i3 EapEnsE 10 procute hiom poyernmenisl suihonly, Revng purisBiclion. all hCenses cerilitaies. DEIMils o olher
st AT R wieE N May DF RECESSA'Y gt 1Re ConaGzl Of s Op ot 108 any AG0 1 uChiBn reguied pu!

s kpreement

(b} thal 1t snall, 81 N3 EIpERSE, comply wilh ans cause ine Leased Frermises ant COMpANy's OPEralions 16 comply wih alt
povernmental SiBlules, lws, fules, SIO8IS, feguialions ang orginances alleching Ihe Laased Premises Of any part thereol of Ihe use of
GEcupanty of By pan thereol. |

Secuion 22 Indemnilication

Company COvERRNLS BRI AQIEES 1hat It will gefend, indemnily snd save Rarmiess ine City, 13 council, officers, agenls snd employees
DM A0 apEINs] any ang all acLionE. Bulls, laims. pemanns, habliies, (035es, GAMAges, COSIL, Expentes OF JuOPEMENIS o1 any naluie

whatsoeve!, stsng from; |

{8} any injury 10, By nuisance, of The pealh of Bny person of any emage 1o propey on ihe Leased Framises. OF a0y oamage
16 propeny on Ine Leased Premises. of in ANy manner Growing oul Bl er conReCied with e wet, nen-uske, condilion of SECupancy ol the
Leased Premises of any pan iheiesl of resuling from the condiion Thereol.

(B} The GwhErshiD, Use Of RON-ULE OF condllion ¢ 1ne IMprovemens, of

c1 wolation by Company of sny ag or of this Ag 1, N0 ©f any CONIFACL ©f agieEment 1o which
Company 13 & paTly. ©F By (ESINCHON, $1atule, law, orginance o or Lan sach case ath g the Leased Fremises of
I Ewnership, OCCupancy o use thereot. |

I case any sEhOn OF proceeding be brought sgainst the Chy by reason of any such claim, the Company covenanti upan nolice liom the
City 16 rest of oelend such action, and ithe City will cooperaie and assist in the oelenss of Such aclion or procesding. W reasonably
teguesied s0 10 0o by ihe COompany. prowided. however, thal ihe Company shatl ot be liable 1or damages nol covered by insuiance
requited 1o b carned pursuant 10 Ihis Agreemen and caused Eoltly by The negiigence of celiberale aci of 1he Ciy, ot any of hs council,
oilicers, spents, SErvanis of employees This provision snnll nol operale 16 ingemnily Slhers when lisbility for damages anses due 1o the
tautt of SUCh DINErs, unless Ihey Be INSWED O lnﬂlrﬂ\r\lhtn parlies under the INsurknCe policies Of CONLIACIS required by 1his Agresment,
Secnon 23, Federal Airport Ak |

Tne Cily has made apphcation 1o ihe Federal Aviation Admimsi

o0 for & graniis) oo leceral fungs to partially gelray 1he cost of
® iy

azguinng the Leases Priemises. The Company, in its ” . Ao use of the Arpor, shall be subect 1o and
heteDy assumes The leims, condilions and provisions ol any anc all grant ag and project i imposed on the Cily by 1he
Feoeal Avaialion ASmunisiialion, and any other federal obligaliens of restrichions with respect iherete. The Company shall in hs
apreements with Olhet users of tne Aupan insen insad eg the 3 ang i a3 reguired by any and
aliol ihe pr of the grant ag BNE the project 1he s¥l lorih therein Bng any oiner lederal obliganons

of restnciions wilh respect Iherelo.

Tc tne extent that 1he City considers 1l prudent, considening the (eguitements anasned 1o 1he acceptance of sueh funos, the Caty shatl
continue 10 apply 101 anS Make masimum use of all available lederal and siale funds for the Cevelopment of 1he Airpon, provided nothing
in 1nis Sechion obligaies of requites 1he City 1o -I ply lor such funds, olher LRan funds NECESSarny 10 acquire Addilional Purchases
Section 4. Nolice 1o indemnilied Parlies

g ihe =&l 1onf in Section 22, the Company shall loaward 16 the City & copy ol every RDLCE. Summans.
complaint. of BIRE! Process reseved oh any legal p by such ©f in any way sllecting the nghis of
e Cily, o any oiher incemnilied pany. H
Seciion 25, Lisbhity ef Dificials

Mo ollicers, apent of emplayee of the Cily of 1he Company shall be personally Lable for any of their acts carrying out 1he provisions of
the A nl, in any power of granies 1o them putsuant 1o Ihe AQreemen, it being undersiood 1hat in such maliss
ihey act a3 agents and fepresenlalives ©f the City and the Company.

Secnon 26, Non-Discrimination

Company will, in its Gperations o the Airpon, be wound by the Civil Rights obligations imposes en ine City. Company will nol geny

any benelins 10 Of plherw 5t SiSCHMINALE SGAINSL BNy PEISON 01 QIOUR OR he Gesis of race, colot, sex. o naonal srgn. Company will
comaly wilh applicable ponons of, and will eflect Ciy's. with ihe H ing 057 . Pan 21) snached
heglo ang helen by rel 1o all

Secion 27, OMBE: & i Bids, C ions:

In aogiion 16 complysng with 1Me above and norMal proceduie. tequired et the City by stalefiederal law and agresmenis. Ihe
Comgany wil seng 8 copy of all lor bigs. a or Io1 Concessions o1 oIher businesses al the AWpon 1o Ine
apmconme Oflice of Minonty Business Emerprise (OMEE) a5 by the FA&L Reg L Cowil Ripnis Oflice. The
Comuany will Qrsclose and make asout 1ne 1 { piozeoures and ¢ ‘ailabIE 10 TRe
OMEE representalive 3n mmotily TiTMS On INE same Lasis inal such " BAO ManE 10 DINEs B o
tums Besponses by minonly WIMS 10 mvilabons 1o bos shall ke (rEaled in the Same manner as all oihes 1eSponses 1o 1ne nviiaions lod
oios

Secuon 26 Assignment . 3

Except 2s explicilly 8¢ 10NN neten of CoMemotaed by 1his Agreement, ihe Comzany shall Aol 22gn. Sublel. sell. convey O° lranster
Ha nphiL UADET TRIL SGIEEMENT OF afy DA% INEIED! without 1 BHET whIllED CONs t1ne Ciy, provioes, however, 1Ral 1R Agreement
My e 255.pRED I IS ENLNETY wiINOUT JUCT CONLENT 167 & eniDD0 € ont vear Ium e ellective cate of 1nis Agreement The Cily hgtedy
agreesirain will Dt uNTERSORADEy wilRNOIC 115 CONLENT 1G SUCH an FLAMEeNt OF 3udie ase, szhe . ransier, a0C SNHall A0 Mane Ay Charge
1or any suth 23sgnment, subic2se, She Of ansie” Made wilh Ny CONSEND.

Secnon 24 Events ol Delault and Remedees

Tt 1eligm g £hal Lt " Evems of Celavlt” 35 10 1he Company
SPaL PN, whENECE! 118 LSED 1AL AR

15 Lecee= 71 3AT IR 16EM “Event of Cefautt’ 33 16 the Company
A%y ONE G M-k O M0 LLNIT ARG fuenls

(ap Faoure Dy ine Company 10 By whin Cok O CUE 16 L FaiD w e

ot 10k RER! 1EGUIES 16 BL FaE wnge” Seznan S heeol

W7y CLaEnER LLOEHINN ©F SRIEEEET OF N3 LEY 16 Li GDLENEC OF
ir il & ALRE tRAT L O ke el §uem 1o ane Comany
Of 1C 08 s prabon

Rk 3 DN saind
£ 1C @n E4IERSON G uih

o
.o Gy

wg; The Leesid Frem Comzany of any len

L0 100 & fesli 01 3
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1 whazh may
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CORLTATCE D COUEITINE TERL RES Bor
S8 EDeruRTE 00 IR SDT DR, LRet

CECRE
Gepngr o0 ko Remey Eotivioer
et dmrmEDy N Conleees upon o reserves 10 e Cily 15 RIERCED 10 DE EaCiusme OF #ny DINEr AvalaLie temedy o1 temedues. bul
Bath AnD £vety SUChIEMmEed) BNall De lul‘unl-w‘lﬂﬂ SNAN DE 4N AA0ION 10 Evely Olhe! IEMedy prven unOer this Apreement o1 heeslier
nslng unoe! law 07 INEGuily WO CElay 4 CMISEI0N 10 ExeiCike any tighl ©F POwE! BLCIWING upOn By Oelaull Shall smpair B0y suth fight
B pomer B SRR BE CONSIUED 10 DE & wawer IREIED], DUl BNy SUCh QNE O POwEr May be exercied iom Lme 10 fime and a3 ofien a5 may
be Geermed FapeOiEnt tnoioei 1C ERNIE Lhe Cily 10 €serCise Bny remedy feserved 10 1 in Ihis Sechon, It shall notl be Recessary 10 Qive any
ROUCE, wAless SUCh NOLCe 13 heen expiessly I'.ﬂuullu by law .
Secnpn 37 He Additional Walrsr Implied
If the event any Covenani n ihis shoulo be by eliher parly and thersatier waived by the other party,
SuCh wawer $hall be imiied 10 1he pariscular b‘l"h 80 whived and shall AD1 be Ceemed 10 waive sny OIher bresch heisunder,
Secuon 33 Terminslion by Company

The Company may his Ap: upon the ©f any one of more of the loliowing reasons:

(@) Inihe evenl ihe Arpon snall be €103e0 OF ils operalions cunaned by more than lilly percent of s schieved operating kevel
i lerms of daly BeErage uemnm; 800 artving Tsgnts, 1he COmpany in 1ts 16a50Ra0IE GiSCIelion May Cease ©f Curlail 1S BPeralIong in lM
Leases Fremises guning Ihe penod INa! Ihe A por oPeralions have ceased of have been 50 Cunaied, and I uth condilion shall conlmn,
unazates lor moie Ihan |wn years, ine Company shall have the ngnt and opION 10 Terminate the Agreement upon Thifly Bays pret lrfl‘ll‘l’\
notice 10 1he Criy.

(o} The Ciy shall fal 10 periorm any of s obhigalions unoer This Agrumwl willun sisly cays alier recespl of notice of oelaul
hereunder from ine Company (escep: where fullil
10 perform whateser may be reguired 1o lullilimen
ReffupLion. excepl lor Causes beyond NS Eonio)

hin Sixly Cays Bl Ihe (eceipl Bl NOLCE ARG EoRlInUE Such perofmance withoul

Upon the pecunience of any of the loregoing events, or a1 any lime Ihereatier Guring Ihe conliny
Company may. by Sixly Sers willlEn nonce his A . 1o be efiecive upon the date ssl forth in such
nolse and 10 # the same eliect as i Ine lerms hereol had pired on that cale, subject, sy aloresaid, 10 1he provisons of this Sechon,

Np wawer by 1he Company of any defaull oh 1he part ol the Coy. in 1ne perloimance of sny of Ihe lerms, covenanis o condilohs
hereol 10 be periormes, kepl o observed Dy the Cily 3nall be o0 shall be consifued 10 be & waiver Dy 1he Company 6 any other or
subseguent oetaull in the pefiormance of any of sa:0 lerms, chwenants and condilions.,

Section 3. Acee

Eacept as se1 lorth in this Agreement, the Cily y @rants & the Company Tull ang ynresincied access 10 and egress from the

Leassd Premizes and between the Lessec Pumuq: -nu the public rcadways 107 1he Company, its employtes, Quesis, PAlOhS, ihvilees,

of materiats, ©f SErviCes, I13 OF thew equipment, vehicles, Machinery and olher propery, wilhoul charge

1o Company Of 10 5310 EMPIOYEes, QUESIS, PAIONS, iNwilees, of and of services, of thes sad
eguipmenl, vetucies, machinery of other piopeny.

on of any such condilion, the

and Egress

Sechion 35 Company's Right Ic Remove Properly
The Company Shall have Ihe DR 8L ahy Lime duning the term of 1his AQreement of any renewal of extension thereo!, or &1 the
E1pTALON O e lier [Erminalion (hereol, 10 FEMOve any nonesseniial personal propeny which it may have on the Leased Premises,

. wiihout furniure, »nd : provided Ihe Ciy will purchase from ihe Company, at lts then 1,
markel valug, any personal propeny which the c.ly deems essemu .

Secion 36 Tevmination, Setllement -

In 1he event the Caty s right 10 i ine of any pan theveol, the Company and the City shall endeavor in
pnnu laiih 1o negoliale & sale by Ihe Company 1o 1he Cily of i3 designee of Ihe Company’s personal ptoperty located on the Leased
. Upon ol 1he . Ihe City may, ang the Company shall, ¥ on the Leased 121
b:longmg 10 1he Company a1 ihe Company's npenn i rzquuaa by the City.

Secnon 37 Sentlement

In 1he evenl Ihal any $ums Que Of 10 DECOMme due the Company upon 1EIminalion ol this &,
Ciy shell A0l Rave any CUhgaon to make such payment of sellikment 1o the Company,
(s} wnid recept of payment due 10 City trom Cos
IENMUNANON 15 pEImIled and,

greement are paid o1 payable 1o the Cily, the

pany in willy pertingnl p

v under which

[inh wntil Comgany has pasd all CIMe: sums due under This Agresment
Section 35 Quiel Enjoyment
Tne City covernanis 16al through the ierm heteol, the Company shall have, hold ang enjoy peacelul and unintetrupled possession of
Al ol the Leased Premises, subject 10 the perloimance of the cosenanis as herem provided.
Sector 35 Wo Thitd Parly Beneficiary
Mo provisien conlaingd in of incorpodated by the Agreement shall create of

BInor #gainil the Company o the Cily, beyond Such claims of fights of a
Apreeaeny

Bive 10 any Ihitd party or parlies any claim of rigni of
ZHion which legally exist in 1he absence of any provision of saa
Secuor 40 Severabiliny

EBCr anz eviety EOvERBR
COVENAN: SNC & EemMent

Secuon 81 Binding Elfect

nE sQreEmen: contwned on thiz Agreemeni is and shall be construed 1o be a setparate ang indepenoent

Al of The Covenants. condiions, ant eBlEalions CORIAINED in this Agreement shall be banding upon and inure 10 1ne benstit ol the
PEREAINCE JuLLELNGrS Anc axsipns Of 1he Coy and Ine Cumpany, subsect 1o the teezEin

EBNY.L 10 1hE SETE EFIED1 25 i €20 EUCh SUCCESSOM ANC 2EMIGL wEME h £ath Case famed as &
) . - party 10 this Agresment Tnes
ESIEmEn] My AED LE &Tieel. Mooies, o OischaiDed except by & whling 2igned Dy Whe Cory ana the Company, @
Sesnon £ Governing Law |
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Nt State of Teray
Sz Venue

CTre senoe B B9y B200r iean unaer thie A:u;rnenl Rall bk Datizs County. an the Siaie of Tevas
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Secuon 4y hohows

Wobiees provoed 1orin s A shall bt sull 1 senl by rep mail, postape prepaid, sagiessed if 16 the Cily — The
Cuiy ot Aoosson, PO Bor Y, lcnlson Tesas, THO01, Atientson City ACMInIsIalon, o1 10 Such Dlhe 80013 and pErADn It may Suecl in
wisiing. a0 i 16 Company — Agdison Aspon. Inc., P. O Bos MO06T Calins, Teras T52M

guect in wihing Nolces shall be Oeemed compleied when malied uniess olherwise hore

1 12 3uCh Diher a30fEss AND DEIRON &S Il My
required.
1N WITHESS WHEREDF, the panees heielo have Caused this Agiesment 10 be sigred and sealed i of the um lirsl above wiltien,

CITY OF SON, TEXAS
ATTEST:

Qﬁ [ / dduw BY:
FECRETARY

APPROVED AS TO FORM:

Cl KRTTORNEY

i ADDISON RIRPOFT, INC.
ATTEST:

}:awufé’og@uf/ ' BY:

SECRZTARY |2 N T

- . - o
v e “f? )’/:} "j



FIELD NOTES

321330 10 Wesed® L2Tas Sutwe, ADsuac. TEY ane Georpe Syma Sutve, AZSIn
nopat ot Lot Y ancect F et Boooe & ot Canoi Esieves kosinor, Danay County Teans

st aamZ gl £MEE DOl Butess
s hoet Guteey ADSHAD TZLT,

f the NorIR 1ght-ol-miy line of Keller Sprngs Fosd, 8 50 ool sireel.
raNING at 8 Tence post found Tor 1he spparent Inersechion o -0 A R
fn‘esi‘;: |-nE of Dooiey Roag 8 B0 1001 slresl, 8810 DEGInAINg point being S B9° 5B 54" E 30 00 leel, thence N 07 05 507 E 2500 leel from
the apparenl NoMhwest cormer o! the E. Cook Survey, ADsir

THENCE N BS* 5B 547 W a dalsnce ©1 105 T2 Teel with the Honh Line of sai0 Kel

angle point bn the right-cl-way,

THENCE N, 56% 19 037 W. s disiance ol BD.20 foEl with said #ngie in The rght-cl-wey 16 & point In the Easi nphi-olway lint ol Dooley
Foaz, ! .

THENCE N D* 03 47" W, a distance of 1457.70 feet with the East line of taid Dooley Roed 1o & po

THENCE N 20" 38° 307 W, s disience of 170,67 teet 10 1he apparent West rigni-oloway line of 880 Dooley Road,

THEWCE §. 0* D3 477 E. & oislance of 313 .45 feal with Ine apparen] Wesl

& of said Dooley Aoad 1o & point;
THENCE N BS* 23 57 W. a mistance 0! 208.00 leel 1o #n won pin,

THENCE N 0" 14 37" W a gstance ol 167 J00 leet 10 an ifon pin;

THENCE N, B8* &6 00” W. a disience of 203,05 leet 1o 8 point;

THENCE W, 20° 38° 307 W, & distance of 215607 feel 1o # point in the apparent Ea:
Eveell

ight-pl-way line of New Dooley Road, 2 100 foot

THENCE N 0" 09 307 E » distance of 11E5.87 leel with Ihe Eagt hne of 5318 Wew Dooley Roed;
THENCE W BS* 53 267 . a distance of 116544 leel 10 & pont in the apparent West hine of Docley Road;

THENCE S 07 03" 47" E. wilh the apparent West line of Dosley Road, a1 335,07 feel passing 8 concrele manument Tor & tetal distance of
1550.38 feet 10 an won pin

THENCE 5. 20° 48" 10" E_# gistance ol 539 4¢ leel wilh the Wesl line of sad Dopley Road 16 an ron pin fof The beginhing poin af & curve
1 the lelt, ]

THENCE wn & southeatiedy direction with 1he curved Wesi line of said Dooley Road hawing a ceniral angle ol 697 15 047, » radius of 237,98
feet 8 oisiance of 407.53 leel to & poind in the South nghi-cl-way line of Keller Springs Aoa

THENGCE N B5* 54 45" E a distance of 213561 leel with 1he Souih line of saig Kelle! Sprangs Road 10 2 point in the Wesl fighi-ol-way line
of kogisen Roag;

THENCE §. 0° 14 207 E. a distance of 307 24 feer with the West line of said Addisen Road lo n iren pin;

THENCE 5. BS" 45 407 W, a distance of 200.00 lee! 10 & poini;

THEWCE S. 0° 14 20" E. a distance of 210.72 leet 10 & po
THEWCE & 43* 16'W. a distance of 158579 (eel 10 &n iron ping
THENCE § 48* 44" E. a distance of 202.51 feet 10 3 point;
THENCE & 20° 43 E. a dstance of 350,85 feel 1o & point;

“YTHENCE W, £5° 17" E. # cistance of 30.00

#1 10 3 poant;
THENWCE M. 71 12 581" E. » distance of 185,72 feel 10 & poinl,

THEWCE M. 44 &4 0£7 E. a distence of 7.05 feet 10 an won pin found tor the Sovihwes! corner of & tract of lang conveyed 1o 0.,
Brougnion ang E.E. Encson by oeeG (ECo10eS in Volume 4353, Page 291, Deea Recoids of Dallas County;

THENCE &, ES” $2° 20 £ & cistance of B35 46 leet with ihe Souih line of the Broughion iraci te an iren pin in the West line of said
Adamson Roac.

THENCE S 0° 14207 E. » distance of 430 B2 fee! with the West line of said Aodizon Road 16 & point in the apparent commaon survey line
beiwren the Villiam Lomas Suivey, Abstract 792, and the £, Cook Survey, Apstract 326,

THENCE S
BEGRING Of B Cufve 16 1N 1e

o! S4B D lee! wilk 530 COMMON Sufvey Ling to & Point ik the West |

ol said Asgisan Roao ang 1he

THEMCE Scwtherly wilh sai@ curve, 300 the West line o Adisen Road, having & ceniral angle of 1° 53° 11

.
cistance of §4 57 leel

diws ol 746,30 feet, lora

THENCE £ 2£° 12 507 E. 34.05 deet wilh the Veest Line of Azdison Road 10 1he beganning of a curve 1o the right;

sLwihbEsterty Qreelion willh Lhe Curved Veoest hne of $aid £20is0r Roed hiving & central angle of 25° 50, a racius o £BE.30
ance of 305 42 Teel,

G 22 50 [ a oistance ©F 53E3.97 160! wilh INE West LRe 6 5218 A02:s0n Aot 16 an angle Pl in he nghi-chway,

LETETWE & gostance of W 0D

E1 300 aaE angle i Jhe Gghlectonay 16 & point in the West |

el saig hodieon Roag,

S22 sl E scistance € BS

A0 Tee: woil the Wes? ing o ACHSSn RO 10 & poinlL,

£5 3T % s Ztance of 1RD 70 S EL S & fDend,

C* 2D 50 E & ovstante 6f ¥E3 10 fee: 1L & Loint:

Lit 0 207 V. @ Cestanze © 17 27 Iegi 10 & poont.

UNEDME sct

£13€ k2 wdn pon in dhe Honh ogri-oleay bre of Ine 51 Louis 850 Southeeste:n Ramcad,

(1 L

ne NOMB e 6! 813 51 Lows ang Southwesienn Ralroad 10 a0 1on pon and ihe
€1

oBit LY B W B oettancy £f 073 BT FSET 0L &R won R 0 INE 1eSieny hne of 510 AOSAON Arpan Ingesinal Disicl,

B 8 st BNy LB € 183 £3CaEn AVRPOn INCetnat Diintt 10 af wun ,/)

Lef



ot e M a e s o

TemEnTE & BEC 50 35 We w ostance of B5E B3 teet 10 8 poent

IHENCE b- 0 03 2% [ #oaiance of 160 0D beet 1o B poonL,

THENCE W BE* 5 357 W & disience ©f 160 00 leet 10 8 pownt in the East rghi-ol-way line of Docley Read:
THEWCE W, 0 03 257 E. a gistance ol 10.00 leel with ine East iine ol Dooley Aoad 1o & pownl,

THENCE 5 B§° 56 257 E. » cistance of 787 46 feet 10 » point;

THENCE N 75" 4B 257 E. & gustance of 408,36 leel 1o an ion pon in the éasierly bine of said Adgisen Awpon Indusiral Disinel;

THENCE . 20° 297 35" W. s disitence of 2385 20 {eet with the easterly hne of £aid Adgieon Aifpor Indust

Desteict 1o an kon pin fos the
noriheast corner of Aggison Anpor Indusinel D

THENCE M 20° 43 53" W. a cislance of 320,72 feet 10 an inon pin;
THENCE W, B9* 4§ 307 E. & cistance of $.98 leel 1o an won pon;
THENCE W 20° 17 107" W. & distance of 389.50 leel 16 #n iron pin;

THENCE W, BS® 547107 W, a dislance ©f 117.06 leel 1o Bn ironh pohon the apparent East nghl-ol-way line of

ig Dooley Road,

THENCE N. 0° 05 507 E. agistance of 502,30 teel with the apparent East hine of said Dooley Road 10 1he place of beginning and conianing
305 34D seres of land, more o less, save and excepl Ihe following 1 acie iracl;

Beginning a1 & lence post found lor the apparent i ol 1he Nofth rght-of-way line of Keller Springs Road, 8 50 1001 streel. snd the
East hine 0f Dooiey Roac, # 60 100t sveel, 3a:8 pont being 5. B3 5B 52" £, 30,00 leet, thence N 0° 05 507 E. 25.0 feet Trom the apparent
noriheest corner ol 1he B Cook Survey. Abstiact 326, Thence N, B9" 58" 587 W 105, 72 leel wilh the appatent Norin line of Kelier Springs
Foag. Thence N 567 1% 007 W, 80,20 leet 10 a paint in the Easi bine of Dooley Aoad, Thence N. 0" 37477 W, 1457.70 feel wiin 1he apparent

£a31 hine of Dooiey Roao, Tnence N. 207 387307 W. 17087 leel 1o & point i the apparent West Line of Dooley Roag and the BEGINNING
POINT of 1his Seschiplion,

THENCE 5 0° 03 47" E. 209.0 leel wilh the W_em line ol Dooley Acad,

THEWCE N BS" 23 567 W 2080 feel 10 an ion pin;

THENCE M. 0* 147327 W, 209.0 &€l 10 an iron pin;

THENCE S B9* 23° 55" E. 206.0 leel to the place ol beginreng and comaming 1.0 acres of land, more of less.

The pial hereon 15 a true and accurale represenialion of the properly as oelermined by aciual survey, the lines ang dimensions of said
popernty being as indicaled by 1he plal: all improvernents being wilhin the boundanes ol the propenty.

Easemenis ol recorg 1hat could be localed are shown. This plal is lul:u"/]

Eeljio any u:eu{m\s of recorg not shown,
5 AN 1977 UUM,LM.,.HVA

W. J. Wischmeyer l.\\

Regesiered Prolessional Engineer

Date

Exmal'r ﬂ
. ' pProPE

AD..Ji O -.

DRicwe & CLO;acheb.gr. One.

CONSULTING ENCINEERS
: Catias TLaas
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BEERG A TRACY DF LASD SYTURYID IN THD WILLLAM LOVAX SURYVEY,
RESTRACT 752 DALLAS COURTY, Ti)AS AMD LOZATID O A2DISON
FURICIPAL RIRPORT, ARDDISON, 31225, 250D BLIWS MORE FuLLy
DESCRIBID AS FOLLOWS: .

BEGIN AT £ POINT FOR THD IWGIRSECTICH OF TEE WEST RIGHT-
OF-WAY LIND OF ASDISOW RORD, K 60 TUDT STRIET, AND THL
SOUTH RIGHT-DF-RAY LIND OF WiSIGROVD RORD £ B0 TOOT STRLET:

THONCE S £SD 54" L W ALONG TRE SOUTR LIND OF SAID WISTCROVE
FLRD B PISTANCE OF 730.00 FEI7 TO A ¢OINT TOR THE CIRVERLINE
OF A PRIPDSID 60 FOOT STRIET (CLAIRD CALNNIULT ROAD);

OF SEID PRGPOSED

THENCE 5 000 05' 1&"‘ [ RONG THE CEXTERLY
: FDIRT,

STREET A DISTANCE OF 30219 FRiT TO £

THENCE € £3°% 16" ¥ ALEHG GED CINTIROING LAID FROSOSED
SIRELT R DISTANCL OF 1158.73 FIET 0 AY JUELL POINT,

THINCE S £5° 21° 30" W ALOUG THL C

LRLIND OF SKID 7 R0°051D
i ING POLGT OF

STRLIT £ LISTANID CF E1.9E FIEIT TO
THIS FRTIONG

E FOINT FOR SHL
2450 BLGNG 1% THE

TRYNHAY,

AViD LINE
TRAL ANGLI GF 127 15* 23" &
AnCt OF J72.0B FELT 70 A POINT;

THIKCE 1% £ SOUTACISTERLY SIRELTION ~LONE SAID C
CF PrOTUSID TAX EAVING A (2
FACIUS OF ZE2.00 Tiid FOR A [2S

JNE DF SRID FROPOSED

0,02 FELS 70 B FIINT;

PLACL OF EIGINMING *

Fxhivit ¥3" - Page 18 of 24
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RENTAL AGREEMENT

Date —

Lessor:
Lessee: _ .

(Person or Company Responsible {or Rental Payment)

(Mailing Address)

City State Zip Code

Busi Telept

Home Teleph
Adrcrafi:

Make:

Aircraft No.;

Demised Premises {situated in Lessor's premises at above address in Dallas County, Texas):

Hanger Space:

Office Space: -

Persons authorized 10 have access 1o space andfor airplane:

Name Address

Renial: -per month, pavadle in edvance.

Term: Monih 1o menth until either party gives 30-cay writien notice 10 oiner pariv.

ime 10 lime be in
scribe. LESSEE
FTER SET FORTH

Lessze hearedy sgress 1o comply with al! airpori rules and regulztions 2s m.
eifect end &ll ruies end regulations as Lessor meyv frem 1lime 1o
LSDERSTANDS AND AGREES THAT THE TERMS AND PROVISIONS H
CONSTITUTE A PART OF THIS AGREEMENT.

Lessdr: Lessee:

Ev




TIRMSE AND PROVISIONS: ) )

= ), Lesses sprees 1o accepl the demised premises as ihey now exist and aprees 10
surrender the premises at the end of the Jease lerm in the same condiuion allowing for
reasonable use and wear and 1ear.

2. The {irs1 monthly remal insiallment shall be due and payable on or before the
date of this agreement and subsequent installments shall be due and payable on or before
the first day of the succeeding calendar month during the lease 1erm; provided that if the
date of the leass is the date other than the first day of the calendar month, there shall be
due and payable on or before such date the rental for the balance of such calendar month.
All such amounts notl paid by Lessee shall bear interest 21 the highest Jawiul rate which
shall not be a1 a lesser rate than len percent per annum.

3. The demised hanger space may be used only for the purpose of storing the herein
described aircraft and for no other purpose of purposes withoul prior written consent of
Lessor. The demised office space may be used only for office purposes related 1o Lessee's
use of aircraft, and for no other purpose or purposes whaisoever without prier writien
consent of Lessor.

4. Lessee shall not, without Lessor's prior writien consent, keep anything within the
demised premises or use the demised premises for any purpose which increases the
insurance premium cost or invalidates any insurance policy carried on the demised
premises or other parts of the airport. All property kept, s1ored or maintained within the
demised premises by Lessee shall be a1 Lessee's sole risk.

5. Lessee shall 1ake good care of the demised premises and keep the same iree irom
waste a1 all 1imes. Lessee shall make no alterations, additions or improvements to the
demised premises without the prior writien consent of Lessor and, if any of the same shall
be authorized by Lessor, Lessee shall, upon 1ermination of this lease for any reason, if
requesied by Lessor, remove any or all of same without damage 1o the demised premises.
Lessee shall keep the demised premises and areas adjacent 1o the demised premises neat,
clean and {ree from dirt or rubbish at all 1imes.

6. Lessee shall not permit nor take any action which would constitute 2 nuisance of
would disturb or endanger other 1enants of Lessor or the airport or unf ezsonably interiere
with their use of their respective premises. Lessor shall not be liable for any interference
or disturbance 1o Lessee, whether caused by other 1enants of Lessor, or otherwise, nor
shall Lessee be released from any obligation of this lease because of such interference or
disturbance.

7. Lessor shall have the right 10 enter upon the demised premises at any lime for the
purpose of inspecting the same, or of making repairs 1o the demised premises, or of
making repairs, alterations or additions 1o adjacent premises.

8.  Lessor shall not be liable 1o Lessee or 1o Lessee's employees, agents ar visitors, or
1o any other person whomsoever, for any injury 10 persen or damage 1o or Joss of property
on or about the premises caused by the negligence of misconduct of Lessee, its employees
or sublenants or of any cther person entering the premises under express or implied
invitation of Lessee, or arising out of the use of the demised premises by Lessee and the
conduet of i1s business therein, or arising out of any breach or default by Lessee in the
performance of s obligation hereunder; and Lessee hereby aprees 1o indemnity Lessor
and hold it harmless from any loss, expense or claims arising out of such damage or injury.

9. Lessor and Lessee agree and covenant that neither shall be liable 1o the other for
loss arising out of damage 10 or destruction of the demised premises or any of Lessee's
property situated or located therein or atlached thereto including coments which such
Jose is caused by any perils included within the Texas Siandard Fire and Exiended
Coverape Insurance Policy; this egreement shzll be bincing whether or not such camage or
destruciion may be caused by neplipence of either party, or their 2genis, employees of
visitors.

Jt. Lessor and Lessor's agents and emplovees snali noi be liable 10 Lessee for any
injury 16 pErson of C2MEgE 10 propsiiy CEusec by the demisec premises or oihel poruons
of ine premises becoming out ol repzir of by eefest in or Jure of eguipmeni, pipes or
or proken glass, or by 1he Zacking up of creins. or Dy [is, water, sie eiecinicity
or oi ltexing. &sCeRINg Of flowing inlo the demised pre es, nor sheli Lessor e hizole 10
Leztsse Jor eny JoEs of CaMeRe if eV bE occetioned by o rough the aC1s Of omItsions

1er 1enznte of i 1 l soever, excepung only duly
crizes emploveet

Tne Joliowing evenis s
BETEETENL:

(2) Lessee shzli fz2il 10 pev any insiziiment & rert heredander ang sucn failure shall

conunue for & perioc of IL €evejor. d

(b) Lessee snzll fzil 1o comply with zny lerm. provision of covenani ol 1nis
© w0, o1her than the pzyment ol ¢ zac shizll net cure such Jzilure within
15 ceve efier writien notice wnereod 10 Lessee: of,

H 71 0f VBCELE 10E premises.

2ll be deemed 10 be events of defauls by Lessee uncer inis




= Upon the occurrence of any of such events of default, Lessor shall have the option 1o
pursuc any of Lessor's remedies withoul any notice or demand whatsoever, including
1ermination of this lease in which event, Lessee shall immediately surrender the demised
premises 1o Lessor, and il Lessee fails 1o do so, Lessor may, witheul prejudice 1o any
other remedy which Lessor may have for possession of arrearages in rent, enter upon and
1ake pessession of the demised premises and expe] or remove tenant and any other person
who may be occupying said premises or any pari thereof by force if necessary, without
being liable for prosecution or any claim of damages therefor; Lessee agrees to pay 1o
Lessor on demand the amount of all Joss or damage which Lessor may suffer by reason of
such termination.

12. U on account of any breach or default by Lessee in Lessee's obligations hereunder,
Lessor shall employ an attorney 10 enforce or defend any of Lessor's rights or remedies
hereunder, Lessee agrees 1o pay a reasonable atlorney's fee incurred by Lessor in such
connection.

13, Lessor shall have a1 all times a lien for all rentals and all other sums of money
becoming due hereunder from Lessee, upon all aircraf1, goods, wares, equipment, fixtures,
furniture and other personal property situated on the demised premises, and such property
shall not be removed therefrom without the consent of Lessor until all arrearage in rent
and other sums of money then due to Lessor hereunder shall first have been paid. Upon
ihe occurrence of an event of default by Lessee, Lessor may, in addition 1o any other
remedy provided herein or by law, enter.upon the demised premises and 1ake possession of
the aircraft or any and all goods, wares, equipment, fixtures, furniture and other personal
property situaled on the premises without liability for trespass or conversion, sell the
same upon {ive days written notice 10 Lessee (s2id period of time being herein agreed 10
be reazsonable) a1 public or privale sale, with or without having such property at the sale,
a1 which Lessor or its assign may purchase, and apply the proceeds thereof, less any and
all expenses connected with the taking of possession and sale of the property, and a credit
against any sums due by Lessee 1o Lessor. Any surplus shzll be paid to Lessee, and Lessee
aprees 1o pay any deficiency forthwith, Aliernatively, the lien hereby granted may be
foreclos=d in the manner provided by law for foreclosure of security interest or in any
other form provided by law. The statutory lien for renmt is not hereby waived, the
expressed contractual lien herein granted being in addition and supplementary thereto.

Jk.  Lessee may not assign this lease or any of Lessee's rights hereunder or sublet the
whole or any part of the demised premises,

15.  Lessor will provide water and electricity penerally for 1enants of Lessor, at such
points of supply and in such amounts as Lessor may determine; and heated and
refrigerated air conditioning (office space only) in season, at such temperatures and in
such amounts as Lessor shall determine, such service on Sunday and holidays 1o be
optional on the part of Lessor. Failure 1o any extent 1o furnish, or any stoppage of such
services shall not render Lessor liable in any respect for damage 1o person or property or
be considered an eviction of Lessee or work an abatement of any rent or relieve Lessee
from fuliillment of any covenant or cbligation hereunder,

16.  This Rental Agreement is expressly, subject, subordinate and inferior to (i) the
1erms and conditions of that certain Ground Lease between Lessor, the City of Addison,
Texas ("City") and Addison Airport of Texas, Inc. ("Airport"), dated July 14, 1980, and (ii)
that certain Base Lezse between the Airport and the City, dated December 30, 1976, and
any termination of such Ground Lease or Base Lease, or both, shall, at the option and
election of the lessors therein, constitute & termination of this Rental Agreement, and
neither Lessor nor Lessee shall have any further obligation or liability hereunder.

hivit 5" - Page 22 of 24






EXHIBIT “B”



. b2
LEASE AMENDMENT

THIS AMENDMENT is made to that certain Lease dated September
3, 1980, by and between the City of Addison and Addison Airport of

Texas, Inc., as Landldrd, and Mission Property Company as Tenant, as
follows:

WHEREAS, Addison Airport of Texas, Inc. (hereinafter referred
to as "AATI") sublet to Mission Property Company (hereinafter referred
to as "Mission") certain property located at the Addison Airport,
Addison, Texas, consisting of 3.518 acres, and being more particu-
larly described in the Lease; and

WHEREAS, AATI leases such property from the City of Addison,
Texas, and, also leases from the City of Addison, Texas, a tract of
land northwest of the tract so leased to Mission; and

WHEREAS, Claire Chennault Road provides access to the Mission
tract and the AATI Tract, and, Mission seeks to use a portion of
ARTI's lease hold as part of the access to Mission's property, and,
AATI seeks to use a portion of MIssion's lease hold as part of the
access to BATI's property. Both of these areas are indicated in
yellow on the attached Exhibit "aA",

NOW, THEREFORE, it is understood and agreed by and between the
parties as follows:

1. BAATI hereby grants to Mission an easement for ingress and
egress over and above that property leased by AATI, and as shaded in
yellow on the attached Exhibit "A".

2, Mission, on behalf of itself and any limited partners for
which Mission may be acting, hereby grants to AATI and the City of
Addison, Texas, as its landlord, the right to use that portion of the
premises leased to Mission for ingress and egress to the property
leased by AATI, such portion being shaded in yellow on Exhibit "A".

3. The cost of construction and completion of the access drive-
way as shown on Exhibit "A" in accordance with the plans approved by
the parties shall be at the sole cost and expense of AMTI. Upon com-
pletion of the improvements, each party shall maintain and bear the
expense of upkeep of that portion of the road which is located on the
property leased by the respective party hereto.

4. The City of Addison, Texas, joins in the execution hereof
to evidence its agreement to the terms and provisions hereof, and to
acknowledge that it will, as owner of the respective properties,
recognize and conform to the agreements contained herein in the event
that it should obtain possession of either of the tracts leased to
the other parties hereto.

EXECUTED this __ 5/  day of Tawveses” ., 1983,
CITY OF M, -TEXAS
By:
- Title

i !
Ropdld M. Frederick,
President
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EXHIBIT “C”
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ZiSOas-u-ﬁm) o éj)

DEED

TOTL
AL 2521 GOGSG00 2434 12175
ASSIGNMENT OF LEASE © “ i T

(7]

THIS Assignment of Lease is made this theZ day of \/(JN' B 1994,
o

effective, however, thez u"day of A/A‘f' IQZA-\' Addison, Texas, between

Mission Property Company, hereinafter called "Assignor”, and MPX Aviation, Inc., hereinafter

called "Assignee".

WHEREAS, a Lease Agreement ("Lease”) was executed on September 3, 1980, between
CITY OF ADDISON and ADDISON AIRPORT OF TEXAS, INC., as the Lessor, and Assignor,
as the Lessee, and recorded in Volume 93183, at Page 5118 of the Real Property Records in and
for the County of Dallas and State of Texas; by the terms of which certain real property located
on the Addison Airport and being more particularly described on Exhibit "A" attached hereto and
fully incorporated herein for all purposes, was leased to Assignor upon the terms and conditions
provided therein; and

WHEREAS, Assignor now desires to assign the lease to Assignee, and Assignee desires
lo accept the assignment thereto;

NOW, THEREFORE, for and in consideration of the sum of Ten and No/100 Dollars
($10.00), receipt of which is hereby acknowledged, and the agreement of Assignee, hereinafter
set forth, Assignor hereby assigns and transfers to Assignee, its successors and assigns, all of its
right, title and interest in and to the Lease hereinbefore described, and Assignee hereby agrees
to and does accept the assignment, and in addition expressly assumes and agrees Lo keep, perform

and fulfill all the terms, covenants, conditions and obligations required to be kept, performed and

ASSIGNMENT OF LEASE - Page 1
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fulfilled by Assignor as the Lessee thereunder, including the making of all payments due to or
payable on behalf of the Lessee under said Lease when due and payable.

This agreement shall be binding on and inure to the benefit of the parties hereto, their
heirs, executors, administrators, successors in interest, and assigns.

EXECUTED the day and year first above written.

ASSIGNOR:

Mission Pfopérty Company

natwe)
4o M FREDEZ(C K~
(Printed Name and Title)  PB&=rpen] r-

‘0 (/

¢ A f /&

Ronaldﬂ/ﬁredenck President

STATE OF TEXAS 8§
§
COUNTY OF DALLAS §
This instrument was acknowledged before me on the i day of
Y, 1994, by _AowArd M. FREDERIK of
és

ion Property Company, a corporation, for and on behalf of said corporation.

é/‘w&)\ Ny
ELAINE M. MOORE NOT

. ARY PUBLIC, STATE OF' TEXAS
Natary Public, State of Texas
My Commission Expires 12-01.96 WE M. Mooee

(Notary’s Printed Name)

My Commission Expires:_/Z -2 /-F{,

ASSIGNMENT OF LEASE - Page 2
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STATE OF TEXAS §
COUNTY OF DALLAS §
@iﬁ instrument  was acknowledged before me on the 2‘?& day of
oy sl

, 1994, by Ronald M. Frederick, President of MPX Aviation, Inc., a Texas
corpg%tion, for and on behalf of said corporation.

Sl ELAINE M. MOORE
' Watary Public, State of Texzs
5\ 1/ My Commission Expires 12-01-96

NOTARY PUBLIC, STATE OF TEXAS

L

Er1ame M. Mpper
(Notary's Printed Name)
My Commission Expires:__ /Z-0/-F4

ASSIGNMENT OF LEASE - Page 3
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CONSENT OF LESSOR

The undersigned is the Lessor in the Lease described in the foregoing Assignment and
hereby consents to the assignment of the Lease to Assignee, waiving none of their rights
thercunder to the Lessee or the Assignee.

LESSOR:
ADDISON AIRPORT OF TEXAS, INC.

By: m

(Si ) .
1 Arfw SY@AJDT - /O/M«p&«j

(Printed Name and Title)

STATE OF TEXAS §

§
COUNTY OF DALLAS §

This instrument was acknowledged before me on the = day of

Credoe , 1994, by T o THhaant , 1I_)rc wdao of
Addison Airport of Texas, Inc., a Texas corporation for and on behalf of said corporation.

: &Lckh“"ﬂ‘-— Q*L*&Lx-w.—-"‘"

TN, SAARA HEADERSON ) NOTARY PUBLIC, STATE OF TEXAS
MOTARY PUBLIC X s
o I s
com e 0eiges oo He ado s
i (Notary’s Printed Name)

My Commission Expires: G -5,

ASSIGNMENT OF LEASE - Page 4
wilmis\mpx-al3




EXHIBIT "A"

LEASEHOLD ESTATE as created in Lease Agreement, by and between City of Addison and
Addison Airport of Texas, Inc., as Lessor, and Mission Property Company, as Lessce, as
evidenced by Ground Lease Agreement, dated September 3, 1980, filed September 21, 1993,
recorded in Volume 93183, Page 5118, Deed Records, Dallas County, Texas, and covering the
real property more particularly described as follows:

BEING a tract of land situated in the WILLIAM LOMAX SURVEY, ABSTRACT NO. 792,
DALLAS County, Texas, and located on ADDISON MUNICIPAL AIRPORT, ADDISON, Texas,
and being more fully described as follows:

BEGIN at a point for the intersection of the West Right-of-Way line of Addison Road, a 60 foot
street, and the South Right-of-Way line of Westgrove Road a 60 foot street;

THENCE South 89 degrees 54 minutes 46 seconds West, along the South line of said Westgrove
Road a distance of 730.00 feet to a point for the centerline of a proposed 60 foot street (Claire
Chennault Road);

THENCE South 00 degrees 05 minutes 14 seconds East, along the centerline of said proposed
street a distance of 302.19 feet to an angle point;

THENCE South 43 degrees 16 minutes West, along the centerline of said proposed street a
distance of 1154.73 feet to an angle point;

THENCE South 69 degrees 21 minutes 30 seconds West, along the centerline of said proposed
street at distance of 61.98 feet to the beginning point of this description;

THENCE South 20 degrees 38 minutes 30 seconds East, 441.68 feet to a point for the beginning
of a curve to the right said point also being in the Northwest Right-of-Way line of proposed
taxiway;

THENCE in a Southwesterly direction along said curved line of proposed taxiway having a
central angle of 12 degrees 15 minutes 23 seconds a radius of 365.00 feet for a distance of 78.08
feet to a poin;

THENCE South 69 degrees 21 minutes 30 seconds West, along the Northwest line of said
proposed taxiway a distance of 263.52 feet to a point;

THENCE North 20 degrees 38 minutes 30 seconds West, 450.00 feet to a point;

THENCE North 69 degrees 21 minutes 30 seconds East, 341.00 feet to the PLACE OF
BEGINNING and CONTAINING 3.518 acres of land, more or less.

wimisip-leg

96125 01638
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Dopuerests privied by Data” magrg oot -

THESTATE OF TEXAS B 1610773

] Ammmm%ﬂmmn 1628% e
COUNTY OF DALLAS § (97380 - HangariOffice)

This Azl [ Greand Lease, the s :nlemﬂnlonﬁ:ﬂ'rcbwunﬂulyﬂ, 1996, m
Addison, Texas, between MPX Avinion, Inc., 'A.dgnef‘.ﬁmbalm Property Company, “Assipace”.

WHEREAS, Assignor [s the Lessee underihal cesigin ground daled § 3, 1980
the “Ground Leass™), 8s more particularly described on the stinched Exhfbit “A”, and

WHEREAS, the Assignor now desires 10 sssign the Ground Lease 1o Assignee, and the Asiignee desires to
eecepl the Assigrment thereof,

WOW, THEREFORE, for and in considenntion of the mutus] promises, covenants and conditions contained
hestin, the sufficiency of witich are hereby acknowledged, the parties hereto, each intending 1o be legally bound,
epree ns follows:

AGREEMENT

1. Assignor hereby ossignt, bargeing, sells, sad conveys to Assignee, clfective s the date sbove, sl off
Assipgnoc's rights, titls, sad Interest I sndto the Ground Lease.

2 Asslgnes hereby agrees to be bound by wnd 1o comply Wwith the terms of he Ground Lease.

3 “This Assignment shall be bindirg on end inure to the banefit of the panties hereto, their heirs, executors,
administralons, seccessors in interest, ond assigns.

EXECUTED this day and year first above writlen,

ASSIGHNOR:

. )

Mame:__Borfild M. Frederick

- President

Name:, H. Frederick

Its: Fresident

96161 03587




Docurants provoet a

THESTATE OF TEXAS |
COUNTY OF DALLAS

PEFORE ME, the saéeriigacd suthorky, 6 this day perscaslly eppeared_Fonnld M. Freder!ckinows i
e o be P s mbacrided 1o the and that he execuled the same

1 hand wad cal of ffce this (F2€_dey g’?‘ A
ELAINE M. MODRE gl dh !’ [ ):
Nelary Pustic, State ol teumy fromsr

[y Comainsna Digives 11009

Dallas
Caounty, Tenss

THESTATE OF TEXAS §
COUNTY OF DALLAS |

BEFORE ME, the unferslgaed authasity, oa this dny personally sppearedfionald M. FrederieX ynoumio
me 1o be the person whose nams is Subasr nd 1hat he execuled the samie

il

GIVER under ey basd and seal of affice ihis /P24

ELAINE M. MDORE
Wty PEL Siste ¢f Tost

My Commiuden Enpas 154

TUHESTATE OF TEXAS §
COUNTY OF DALLAS |

BEFORT, MF, the sadsrsigaed authosity. on this day personally sppearcd ___ knowa 1
e 10 be the person T he exeeuted the same
for Il pumpases and conshderation iherein slaled,

GIVEN ender iy baad and scal of office this _day el 9.
Hatary Public
County, Texas
TIESTATE OF TEXAS §
COUNTY OF DALLAS |
BEFORE ME, the udersigned sutkaclly, on kis dsy personsily sppearcd — » knowm 1
me 10 be e por on - ‘_' iy Instrumen, snd acknowledged to me that he excouied the me
GIVEN under mmy hand end sesl of office thls doyoef — o
Neunry Pablic
Counily, Texas

96161 03588




Lty ' sy, Copyright 2000,

THAT CERTAIN LEASE AGREEMENT BY AND BETWEEN THE CITY OF ADDISON
AND ADDISON AIRPORT OF TEXAS, INC, AS LESSOR, AND MISSION PROPERTY
COMPANY, AS LESSEE, DATED SEPTEMBER 3, 1980, RECORDED IN VOLUME 93183,
PAGE 5118, DEED RECORDS, DALLAS COUNTY, TEXAS.

ASSIGNMENT OF SAID LEASE DATED JUNE 29, 1994, EXECUTED BY MISSION

PROPERTY COMPANY, ASSIGNOR, TO MPX AVIATION, INC., ASSIGNEE, RECORDED
IN VOLUME 94125, PAGE 1633, DEED RECORDS, DALLAS COUNTY, TEXAS,

96161 03589
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ALKNOD SY1TIVO
Y33 ) 1HN0D
HIDTING 8V3

SS:2 Hd 519096
a3nid

95161 03590




EXHIBIT “E”



THE STATE OF TEXAS §

ASSIGNMENT OF GROUND LEASE
COUNTY OF DALLAS § (93780 - Hasgar/OMfice) 1E&E1LOTTH

- LB 16285
- Beed Au s
“This Assignment of Ground Lease, the "Assignment”, is eniered Into and elTective as. hr— . 1596, a1
Addisen, Texss, between Mission Propenty Company, “Assigror™, end Reaeld M. Frederick, “Assipnce”.

WHEREAS, Assignor is the Lessce under that certaln ground bease dated Scptember 3, 1980 (collestively
ke “Ground Lease™), a3 more pasticulerly deseribed on the steched Exhibit "A”, and

'WHEREAS, the Assignor now desires 1o sasign the Ground Leass 10 Assignee, snd the Assignes desires to
aceept the Assignment thercof.

H for and in fion of the mubual promises, covenants snd conditions contained

HOW, T
herein, the suffich of which iy the partics hereto, epch intending to be kegally bound,
ngree o3 follows:
AGREEMENT
I Assignor bereby essigns, barpuing, sells, ead conveys 1o Assigaee, effective a5 the daie sbove, oil of
Assigross fights, title, end interest in and 10 the Groued Lease,
2. Pricr to the effective dute of this Assignment, Assiprice sgrees 1o pay an Assignment Fee b the smount of
Two Hundred Fifty Dolisrs sod ne/100 ($250.00) to Landtard.
3 Assignee hereby agrees 10 be bound by end 1o comply wih the terms of the Ground Lease.
4. This Assigement shall be binding on end lnure 1o the benelit of the parties hereto, their heirs, excestors,
in intesest, aad ssi

EXECUTED this day end yesr first sbove written.

ASSIGNOR:

Hame: RONALD M. FREDERICK

96161 03591

[IEN )




CONSENT.OF LANDLORD

The uadersigned bs the Landlord in the Ground Lease deseribed in the foregoing Assignment snd hereby
conseats 1o the Assignment of the Ground Leass 1o Assignee, waiviap noac of its vights rereunder o5 1o the
Assignor or the Assignee.

LANDLORT:
ADDISON AIRPORT OF TEXAS, INC,

Heme:,

ns: ‘E)ﬂ-‘r,b-(g 4=

96161 03592




THESTATE OF TEXAS §
COUNTY OF DALLAE  §

MEFORE ME, vy, perscarly ppearsa e /Y FRENDILK voren o
me 1o be the person whess pume Is pubscribed to the foregeing Innrument, knd scknewledged o mz that he exceuled the same
for the perposss snd considesution therein sted.

GIVEN sndes my hand and seal sTolMce thls ST 24 um.»ﬁ;

ELAINE M. MODRE
Mstary P, Suce of Tt Wotary Pablic
ey Comeinica Dnees 124096

County, Texas
THESTATE OF TEXAS §
COUNTY OF DALLAS  §
REFORE ME, 2 ¥ enpwa 1
me 10 be the person whoss Taprument, and 1o me tht he e
mvmm"mwm‘mnumam-ﬁ du oﬁAﬂﬂf_,nfé
ELAINE M, MOSRE 3
":leb-hlssm-m_ Notary Puklic
Comahaica Inphus 125096
2204188
County, Teaas
THESTATE OF TEXAS §
COUNTY OF DALLAS  §
BEFORE ME. the undensigned setharlty, on this day personeltysppeared ___________ knownlo
me 10 be the person whese nume lng insrument, and acknowledped ‘that by 4 the game.

Fee whe purpedes and eonstdztnlon ibercln ued,
GIVEH under my hasd and seal of affice thls,

L S -

Meaary Public

County, Texas
THESTATE OF TEXAS §
COUNTY OF DALLAS  §

BEFORE ME, the 2 oo huo et | knevnie

me 1o be the per Iasrentl he same
b e r "
1* lheyﬁta
GIVEN vader my hand and sel of offics this daye, 1Al
Publie
200, o
Coanty, Teas

967161 03593
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EXHIBIT “F”



THE STATE OF TEXAS

v

COUNTY OF DALLAS

/! E2694
Mum 1

Augusts
“This Assignment of Ground Lease, the “Assignment™, it enered Into and effective as U(Mr"__. 1556, M
Addisen, Texas, betwesn Roneld M. Frederick, “Asignor”, and Keith Periness ), Lud., “Assignee™

WHEREAS, Assigno is the Lessce unéer that cenain ground lesse dated ber 3, 1950
the “Ground Lzase™), a5 mose panizululy deseribed on the stiachied Exhibit “A”, and

WHEREAS, the Assignor new desires 12 sasign the Ground Lease to Assignee, and the Assipnes desires 1o
mecepl the Assignment thereol,

HOW, THEREFORE, for and in considerstion of the munsal promlses, covenants and coaditions contamed
herein, the sulfiziency of which are hereby acknowledged, the panies hereto, cach intending 10 be legally bound,
apree a8 follows:

AGREEMENT

1. Assigror hereby nasigns, hargeing, eells, and conveys to Assignee, effective L] the date sbove, all of
Assignor's rights, tisle, and iserest in snd 1o the Ground Lease,

2. Prics to the effective date of 1hls Assi| 1o pay an A Fee in the emount af
Twa Hundred Fifly Do1lluald nal100($250.00) nmua

3. Assipnee hereby ngrees 1o be bound by end to comply wilh the 1erms of the Ground Lease.

4. ‘This Assignment shall be bmd.ng o and inarc fo te bencfit of the parties hereto, thels helrs, exscutors,

Bn Imzrest, end

EXECUTED this dny snd year first sbove wrlnen.

ASHGROR.

Hame: RONALD M. FREDERICK

ASSIGNEE:

. KEITH PARTNERS L, LTD.
ey Clohues, T, General Parfnzr

By *7..#:: /} y—k

Hame: Dauahs T.)' ku'H»
N ?rup&d‘

96161 03595

ASSIGHNMENT OF GROUND LEASE
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COMSENTOF LANDLORD

The undersigned ls ihe Landlond In the Oround Lease deaceibed in the foregelng Asslgnment and hereby
consents 18 the Anigament of the Ground Lease vo Awignes, walving nons of its rights thereunder a5 1o the

Assignor of the Assignes.

LANDLORD:
ADDISON AIRPORT OF TEXAS, INC.

Mmoo huaet
Js:, E_\-.q; dod

96161 0359




ACKHOWLEDGEMENT

THESTATE OF TEKAS §
COUNTY OF DALLAS  §

BEFORE ME, the ueduntigned wiihoriy, o his doy perianally IWMMMW

e b be the persas whost name i3 wbsaibed to ged b e executed the samé

foe the purpoaes aad consideration therdln naed.
GIVEM sades my bang and seof eice s SOLK._ oy ué’gﬂz_, wFe

DRE
)] Wy Putlle
Il.-m her
ol e01 6 DAgess
Coasly, Texus
THESTATE OFTEXAS  §
COUNTY OF DALLAS  §
REFORE ME, the undsrsipned authority. oall.un; prrsasably spptan known 1o
ke foregalng lantrament, ind scknowiedged to me that he cucsuted the same

far the parpases and coniiderstion therein suted.

GIVEN usécr my hand sed seal of effice s 4&&{1._._;!'24 e

ELAIKE &, toone.
- 00RE ?

ki, Suute of Toeay
By Cometsin g 114195

THESTATEOFTEXAS §
COUNTY OFDALLAS  §

BEFOREME, he undteslgned sulbariry, enthkdqpmmlmmuu w0
ime 16 be the person whase pane b sobscribad h-lm:uuMMW
for the perposs aad considermiion thereln suuted.

GIVEN eader my hand 3od sea of office thiz day of, 9_.

Moty Peblie
County, Texas

THESTATE OFTEXKAS §
COUNTY OF DALLAS  §

BEFORE ME, the underdigned autheeky, on this day persoaally mwm,ﬂﬂ)&gs,\:__, known 1o

mie 16 be the perssa whose name I subscilbed 19 i faregolng Instramens, aed acknowledped b0 me ot he sxetvied the seme
Tot the purposse and consldersiizn thesein pated.

GIVEN wnder my hwnd aedd Kdarnﬂﬂws-jiﬂyaf_{lu%;dt_,. 1ile

‘SHUSKMADEE GBRIEN -
NOTARY PUBLIC Public

Stato of Texas
Camm. Exn. 08 15-2000

Ceunty, Texas

96161 03597
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EXHIBIT “G”



12/81-98 15:85 JACKST B WALKER 3 9727137824 HO.632 Poaz
THE STATE OF TEXAS §
. § ASSIGNMENT OF GROUND LEASE
COUNTY OF DALLAS §

This Assignment of Ground Lease, the “Assignment,” is entered into and effective as of
October 23, 1998, betwean E.U.A. Air Support, Inc., “Assignor,” and Addison Express 11, L.P.,
“Assignes.”

WHEREAS, Assignor ia the Lesses undr that certain ground lease dated September 3, 1980
(collectively the “Grouad Lease™), as mors particularly described on the attached Exhibit “A", and

WHEREAS, the Assignor now desires to assign the Ground Lease to Assignee, and the
Asgignee desires 1o accept the Assignment thereof,

WHEREAS, the Unitad States Banlguptcy Court for the Northern District of Texas, in In re
E.U.A. Alr Support, Inc., case no. 398-37788.RCM-11, has approved the assignment, after notice
and hearing, pursuant to |1 U.S.C. §368.

NOW, THERBFORE, for and in consideration of the mutual promise, covenants and
conditions contained herein, the sufficiency of which are hereby acknowledged, the parties hereto,
each intending to be legally bound, agree as follows:

AGREEMENT

1. Assignor hereby assigns, bargains, sells, and conveys to Assignes, effective as the date
above, all of Assignor's rights, title, and interest in and to the Ground Lease.

2, Assignee hereby agrees to be bound by and to comply with the terms of the Ground Lease,

3. ‘This Agreement shall bs binding on and inure to the benefit of the parties hereto, their heirs,
exscutors, administrators, succeseors in interest, and assigns.

EXECUTED this day and year first above written,
ASSIGNOR:
E.U.A. AIR SUPPORT, INC.

By: ?.-—-’d ). /5/

[)a:u}}ni J. Keith/Prefident ~

ASSIGNEE:

ADDISON EXPRESS I, L.p.

By: fW—aﬁ”"‘/{

Weyand Comoration, General Partner

1813393, 1:105257.0
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ACKNOWLEDGMENT
THE STATE OF TEXAS §
§
COUNTY OF DALLAS §

BEFORE ME, the undersigned suthority, on this day personally appeared
W, knowa to me to be the person whose name is subscribed to the
foregbing idstrument, and acknowledged to me that he executed the same for the purposes and

consideration thersin stated.

GIVEN under my hand and scal of office this o5 day of _Qiizﬁw_ 1998,

AL B\ Carel Ann | Noufy Publi¢
Al County, Texas

THE STATE OF TEXAS §
§
COUNTY OF DALLAS 8
BEFO ME,, the ungersigned aquthority, on this day  personally appeared
Y known to me to be the person whose name is subscribed to the
foregoing instrusent, and acknowledged to me that he executed the same for the purposes and
consideration thersin stated.

GIVEN under my hand and seal of office this 7% any of ot ades, . 1998,

1 Notary Public
e

- County, Texas

1812395.1:108247.
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.

EXHIBIT “A"

THAT CERTAIN LEASE AGREEMENT BY AND BETWEEN THE CITY OF ADDISON AND
ADDISON AIRPORT OF TEXAS, INC., AS LESSOR, AND MISSION PROPERTY COMPANY,
AS LESSEE, DATED SEPTEMBER 3, 1980, RECORDED IN VOLUME 93183, PAGE 5118,
DEED RECORDS, DALLAS COUNTY, TEXAS; AND ALL PREVIOUS ASSIGNMENTS
THEREQF,

1812395.1: 1053571



CONSENT OF LANDLORD

The undersigned is the Landlord in the Ground Lease described in the forcgoing Assignment and
hereby consents to the Assignment of the Ground Lease between E.U.A. Air Support; Inc., “Assignor”, and
Addison Express I, L.P,, “Assignee”, waiving none of its rights thereunder as to the Assignor or the
Assignee,

LANDLORD:

ADDISON AIRPORT OF TEXAS, INC

Name:'ﬁ;m S’fﬂm

-
Its:. ‘ ?_iuﬂb_éé_gﬁzr S
TOWN OF ADDISON

By:
—

Name:
—_—

Its:_
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THE STATE OF TEXAS )
COUNTYOFDALLAS  }

S&E‘f‘iﬁcﬁaﬂﬁr undersigned authority, on this day personally appeared
o I Y- known to me to be the person whose name js
subscribed to the foregoing instrument, and acknowledged to me that he executed the same for
the purposes and consideration therein stated.

GIVEN under my hand and seal of office this _25_ day of_m
2000

Notary Jublic, State of Texas

THE STATE OF TEXAS
COUNTYOFDALLAS  }

BEFORE ME, the undersigned authority, on this day personally appeared
known 10 me 10 be the person whose name is
subscribed 1o the foregoing instrument, and acknowledged 10 me that he executed the same for
the purposes and consideration thercin stated.

GIVEN under my hand and seal of office this day of

20

Notary Public, State of Texas

NSEM LANDILORD
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IN THE UNITED STATES BANKRUPTCY COUHT
FOR THE NORTHERN DISTRICT OF
DALLAS DIVISION

IN RE:
CASE NQO. 3

E.U.A. AIR SUPPORT, INC., (Chapter 11)

00 0% BOD ROT 00D 208

DEBTOR.
ORDER ALLOWING ASSUMPTION AND ASSIGNMENT OF
HANGER FACILITY LEASE, SALE OF PROPERTY FREE AND CLEAR
OF LIENS, REJECTION OF PUEL FARM SUBLEASE AND PAYMENT
OF SECURED CREDITOR AND PROPERTY TAXES

Cama on 1o be considered this 8th day of October 1998, the Debtor’s Motion to Assume
and Assign Hanger Facility Laass, 1o Sell Property Frea and Clear of Liens, to Reject Fuel Farm
Subleass and to Pay Secured Creditor and Property Taxes (the “Motion™). The Court, after
noting that due notice has basm given and after noting the arguments of counsel and the evidence
presented finds that just cause exists to grant the relief requested in the Motion. [t is therefore

ORDERED that, subject to the further terms of this Order, the Securities and Asset
Purchass Agreement attached to the Motion, as modified by the Amended Securities and Asset
Purchass Agreament (hersinafter cumulatively the “Purchase Agreement”) is hereby approved and
the Debtor is hersty authorized to parform its obligations under the Purchase Agreement at
Closing ;

ORDERED that the Hanger Leass, as defined in the Motion, is hereby assumed by the
Debtor and assigned to Addison Express II, L.P. (horeinafter “Addison Express™), fres and clear
of all liens, claims and epoumbrances, but subject to the provisions of the lease herein assumed

ORDER ALLOWING ASSUMPTION AND ASSIGNMENT OF HANGER FACILITY LEASE, SALE OF
FROPERTY FREE AND CLEAR OF LIENS, RETECTION OF FUEL FARM SUBLEASE AND PAYMENT
OF SECURED CREDITOR AND PROPERTY TAXES - Pagel 0 9/

W, MO
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and assignad, in accordancs with the Agreaments attached to the Motion and to any unpaid ad
valorem taxes related to the paried from and after October 8, 1998. It is further

ORDERED that the Fuel Farm Sublease, as defined in the Motion, is hereby rejected as
of the date of the entry of thls order, It is further

ORDERED that the Removabla Fixtures as defined in the Motion and the exhibits and
schedules thereto are scld to Addison Express, free and clear of all liens, claims and
mumbrmmhmmbjmwﬂuwwbiomofmlmelmcinwmdmdunismd.h
accordance with the agreemeonts astached to the Motion, It is further

O!.UJERBD that the considerstion to ba paid by Addison Express to the Debtor,
$1,565,000.00,. less 57,190 withheld to pay Scott Lucas Construction, Inc. for paving
memmm Nmmmmmmmuumfmmmﬁm
1.4 of the Purchase Agreement, shall be paid by Addison Express, Uma"‘.‘ - os

Nhyfam.a povdiem

follows: ») 5954,898.24, plus intarest from Qatober 9, 1998 till CI s to Ronald M. Frederick
on b leasehold deed of trust; b)/$4,970.50 13 the landlord to meet the cure requizements under
the Hanger Leass ; c) $4,906.10 to the Coun.ly of Dallas for ad valorem taxes pro-rated for those
due through October 8, 1998, Addison Express being responsible for such taxes due for the
period from October 9, 1998 to Docember 31, 1998; d) $16,304.13 to the Dallas Independent
School District for ad valorem taxes pro-rated for those dus through October 8, 1998, Addison
Express being responaible for such taxes due for the period from October 9, 1998 to December
31, 1998; #) $77,582.50 ,plus interest from Ootober 9, 1998 till Closing, to the Internal Revenue
Servios on its secured claim flled on April 23, 1998, but not on any penalties; and f) $499,148.53
ORDER ALLOWING ASSUMPTION AND ASSIGNMENT OF HANGER FACILITY LEASE, SALE OF

FPROPERTY FREE AND CLEAR OF LIENS, REJTCTION OF FUEL FARM SUBLEASE AND PAYMENT
OF SECURED CREDITOR AND PROPERTY TAXES . Page2



(12-81-98  15:@5 TACKSON & WALKER + 9727137024 NO.832 Pa1B

to the Debtor, to be depositad into a separats Interest bearing account(s) with the Debtor's current
approved financial instituion, The funds delivered to the Debtor shall be subject in all respects
totbcpriarmhoo!lamalordmlnﬂﬂaweudahauhemtcducuheollmm of State Bank
& Trust - Dallas, until firther order of this Court, save and except for: m) up to $16,320.21 plus
m\‘vﬁchﬂnmﬂlﬂmupﬂl!wdwIndwhichwillberuolvedeitherbvqrmentor
by order of this Court; and k) up to 58,325.00 to the City of Addison for ad valorem taxes
pro-rated for those due through October 3, 1998, which will be resolved ¢ither by agrsement or
byurderof!hisCnmAdemnExmsildnmponﬁbleformhuxudmwlhaCftyof
Addhonf;rthapuiod&om October 9, 1998 to December 31_1998.

SO ORDERED: SIGNED this _&’:a?nf October, 1998

ey

BERT C. M{GUI
UNITED STATES B UPTCY JUDGE

SUBMITTED BY:

E. P. Keiffer

Stats Bar No, 11181700

HANCE | SCARBOROUGH | WRIGHT
2900 Renaissance Tower

1201 Blm Street

Dallas, TX 75270-2102

Phone: (214) 7422900

ATTORNEYS FOR DEBTOR
ORDER ALLOWING ASSUMPTION AND ASSIGNMENT OF HANGER FACILITY LEASE , SALE OF

FROPERTY FREE AND CLEAR OF LIXNS, RESECTION OF FUEL FARM SUBLEASE AND PAYMENT
OF SECURED CREDITOR AND PROPERTY TAXES - Page 3
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Bill of Sale

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of which
are hereby acknowledged, pursuant to that certain Amended Securities and Asset Purchase
Agreement (the “Agroement”) dated as of October 8, 1998, by and among Addison Express, L.L.C.,
8 Texas limited liability company, E.U.A. Air Support, Inc., a Texas corporation (“E.U.A.
Assignor™), Clohneo, Inc., 2 Texas corporation, Keith Issue Trust “B" and Douglas J. Keith (“Keith
Assignors"), E.U.A. Assignor and Keith Assigners do hereby grant, bargain, convey, wransfer, assign
and deliver to Addison Express, L.L.C.,  Texas limited liability company, Addison Express II, L.P,,
a Texas limited partnership, and Addison Express I1I, L.P., a Texas limited partnership (collectively,
uw“hﬂpd’).auonhspmpmyu\dmmmfmhonﬁmnﬁmhed hereto and made a part
hereof (“Assets”). Terms used herein with their initial letter capitalized and not otherwise defined
shall have the meaning assigned to such terma in the Agreement.

TO HAVE AND TO HOLD tho Assets unto Assignee and its successors and assigns (to the
oxtont further assignment is permitted by landlords herein) forever. To the extent consistent with
the terms of the Agreement, Keith Assignors hereby covenant to Assignee and its successors and
assigns that Keith Assignors are the lawful owner of the Assets and have hereby transferred to
Assignee good and marketable title to the Assets, fres and clear of all liens, mortgages, pledges,
security interests, restrictions, prior assignments, encumbrances and other similar claims and that
Keith Assignors will warrant and defend the title to the Assets unto Assignee and its successors and
assigns against any person whomsoever lawfully claiming or to claim the same, or any part thereof,

IN WITNESS WHEREOF, Assignor has caused this Bill of Sale 1o be executed by a duly
authorized officer as of October 23, 1998,

E.U.A. AIR SUPPORT, INC.

By: %/S 0 /J
J. Keith, President

CLOHNCO, INC.

By: 7/ .
459.\{['” I, Keith, President 7

1811914.1:105257 1
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EXHIBIT A
TO BILL OF SALE
Deseription of Assets
a. Lease of hanger facility consisting of 3,518 acres located at 4500 Claire Chenault, Addison,
Texas, dated September 3, 1980 between City of Addison, Texas and Addison Alirport of
Texas, Inc. as Lessor and E.U.A, Air Support, Inc. as Lesses by virtue of the merger between
Keith Partners I and E.U.A, Air Support and the assignment of Lease dated August 5, 1996,
Inc., and all leasehold improvements thersto. :
b. All lighting and heating equipment located in the hanger portion of the hanger facility.
c KPIl General Interest

d. KPII Limited Interest

1R1IPL4. 1 1OS2RT Y
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WWAMMEWMEM

This Amended Securities and Asset Purchase Agreement (this "Agreement™) dated a3 of
October 8, 1998, Is made by and between Addlson Express, LL.C., a Texas limited liability company
(“AEI" or “Buyer"), E.U.A. Air Support, Inc., a Texas cerporation (“E.U.A."™), Clohnco, Inc., &
Texas corporation (“Clohneo™), Keith Issue Trust “B" (“Trust™) and Douglas J. Keith (“Keith™),
E.U.A, Clohneo and Trust are sach a “Seller” and collectively the “Sellers ™

WHEREAS, Keith Is a shareholder of B.U.A. and Clohnco and is the trustee of the Trust;

WHEREAS, E.U.A. is the present lessea under a lease of that certain hanger facility consisting
of 3.518 acres located at 4500 Claire Chenault, Addison Texas and the leasehold improvements
thereto and it i3 the owner of removable fixtures, all as more specifically described in Exhibit A
attached hereto (collactively, the “Assets");

WHEREAS, E.U.A. desires to sell and nssign, and AEL through a subsidiary or affiliate to
be formed before Closing, desires to purchase and assume, the Assets;

WHEREAS, Kaith Partners I, Ltd., & Texas limited partnership (“KPIT™), is the lessee and
operator of a fuel firm located & the Addison Airport, which fuel farm consists of certain in-ground
tanks and attendant pumps and other squipment, all of which are leasehold improvements of which
KPIL is entitled to the use and benefit pursusnt to such lease (the “Fuel Farm Lease™);

WHEREAS, Clohneo is the general partner of KPII (the “KPII General Interest™), and Trust
is the sole limited partnar of KPIT (the “KPIT Limited Interest™); and

WHEREAS, Clohnco desires to mil, and AEI through a subsidiary or affiliate to be formed
befors Closing, desires 1o purchass, the KPII General Interest, and Trust desires to sell, and AE[
desires to purchase, the KPIT Limited Interast. :

NOW, THEREFORE, In consideration of the representations, warranties and covenants
herein contained, and on the terms and subject to the conditions herein set forth, the parties hereby
agree as follows:

SECTION 1, DESCRIPTION OF TRANSACTIONS,

L1 Purchase and Sale of Aggets. Subject to and upon the terms and conditions
contained herein, and upon the entry of an order spproving the E.ULA. Transaction, as defined below,
by the United States Bankruptsy Court for the Northern District of Texas, Dallas Division (the
“Court™), in In re EU.A. Alr Support, Ine., case no 398-37755-RCM-11, on the Closing Date,
E.U.A. shall sell, transfer, assign, convey and deliver 1o Addison Express I1, L.P., & Texas limited
partnership (“AEIT") to be formed on or before the Closing Date by AET as its wholly-owned
subsidiary or an affiliate, fres and clear of all security interests, liens, claims, encumbrances or
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restrictions, and AEII shall pyrchase, 8ccopt, assume and acquirs from E.UA., the Assets (the
“E.U.A. Transaction™), Other than as sat forth herein, AEIT does not assume or agree 10 pay,
perform or discharge any liabilities or obligations of E.U.A., whether accrued, absolute, contingent
or otherwise. It is understood and agreed that all referances herein to “the Court's approval of the
E.U.A. Transaction" means the antry of an order by the Court approving the E.U.A. Transaction
(hareinafter the “Order™),

1.2 Purchase and §ale of the KPII General Interest. Subject to and upon the terms
and conditions contained herein, on the Closing Date, Clohnco shall sell, transfer, assign, convey and
deliver 10 AEL free and clear of all security interests, liens, claims and encumbrances, equities,
proxies, options or restrictions, and AEI shall purchase, accept and acquire from Clohnco, the KPIT
Genaral Interest, Other than as sst forth herein, Aﬂdwm-mmoraputopny.pedbmor
discharge any liabllities ar obligations of Clohnco, whether accrued, absolute, contingent or
otherwise. Buyer's right hersin to purchase the KPIT General Interest is exclusive to Buyer, its
subsidlaries and affiliates.

1.3 Purchase and Sale of the KPI Limited Interest. Subject to and upon the terms
and conditions contained hersln, on the Closing Date, Trust shall sell, transfer, assign, convey and
daliver to Addison Express I, L.P. & Texas Limited Partnership (“AEIIT™) AEITI, free and clear of
all sacurity interests, liens, claims and encumbrances, equities, proxies, options or festrictions, and
AENI shall purchase, accept and aoquire from Trust, the KPII Limited Interest. Other than as set
forth herein, ARTIT does not assume or 8gree to pay, perform or discharge any liabilities or obligations
of Trust, whether accrued, absaluts, contingent or otherwito, Buyer's right herein to purchase the
KPII Limited Interest ls sxolusive-to Buysr, its subsidiarics and affilistes. The sale and purchase of
the KPII General Interest and the KPII Limited Interest are somatimes referred to collectively as the
“KPII Transaction.”

1.4 Purchase Prics. The total consideration for the Aassets, the KPIT General Interest and
the KPII Limited Interest shal] by $1,832,000, effactiva as of October 9, 1998 (the “Purchase Price™),
allocated as followa: (x) $1,565,000 shall be paid to E.ULA,, (b) $2,670 shall be paid to Clohnco and
() $264,330 shall be paid to Trust, The Burchase Price shall also require the payment of : a) any and

for from October 9, 1998 unti) Closing, sald gosts that are 10 be paid at Closing ta be determined by
utilizing the latest current billings divided by the number of days between October 9,1998 and
Clolina;nﬂ:)wnmmuwwwuablowbcmwpdbyE.U.A.orxpnbywmuommding
insurance coverages on the assets 30ld, as of October 9, 1998. Notwithstanding the foregoing, at
Cloting, & portion of the Purchese Price payabls to Clohnco and the Trust shall be paid directly to
the persong as set forth on Schedule 1.4, and the portion of the Purchase Price payable to Clohnco
and the Trust set forth in (b) and (c), abova, shall be reduced, on a pro rata basis based upon the
portion of the Purchase Price payable to such parties, by the amount paid directly to the persons as

1779622.71105257.1 2
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set forth on Schadula 1.4 which shall not be considered “Purchase Price.” All of the Purchase Price
attributable to E.U.A. shall be paid in acoordance with applicable orders of the Court.

1.5 Closing. The closing (the "Closing") of the transactions contemplated herein will take
place at the offices of Jackson Walkaer L.L.P., 901 Majn Street, Suite 6000, Dallas, Texas 75202, a1
10:00 AM,, on or before the ninth day after the Court’s zpproval of the E.U.A. Transaction (the
"Closing Date"). At the Closing, Sellars will defiver to Buyers title to the Assets, the KPII General
Mmm@ﬂwmmummofmemmmuumtmhhdﬁs Section
1 by wire transfer, certified or bank cashier's check, or by other form of payment acceptable to the

SECTION 2. REPRESENTATIONS AND WARRANTIES OF E.U.A. AND KEITH

As part of the basla of this Agreement, E.U.A. and Keith, jointly and severally, rapresent and
warzant to Buyer that the following arw trus and correct as of the datg hereof and will be true and
correct through the Closing Date as if made on that date:

21  Organization snd Goad Standing: Qualification, EUA. is s corporation duly
incorporated, validly existing and In good sanding under the laws of the state of its incorporation,
with all requisite corporata powsr and authority to carry on the business in which It is engaged, to
own the properties it owns, 1o execute and deliver this Agreement and to consummate the
transactions contemplated hercby.

22  Authorixation and Validity. The execution, delivery and performance by E.U.A.
of this Agresment and the other agresments contemplated hereby, and tha consummation of the
transactions contemplated heraby and thereby, have been duly authorized by E.U.A. upon approval
of the E.U.A. Transaction by the Court. This Agresment and each other agroement contemplated
hereby have besn or will be as of the Closing Date duly executed and delivered by E.U.A. and Keith.

23 Title; Leased Assats. B.U.A. has good, valid and marketable title to or leasehold
interest in all the Asgats and is selling, transferring, assigning, conveying and delivering the Assats to
Buyer (sasuming the Court's approval of the E.U.A, Transaction) free and clear of all security
intereats, liens, alaims and encumbrances, with it being understood that any and all liens, claims and
ancumbrances shall attach to the procesds of the E.U A Transaction. Upon consummation of the
transactions contemplated hacwby, AETT shall recsive g00d, valid and marketable title to or lsasehold
intarest in the Assots fres and clear of all security interests, liens, claims and encumbrances and
subject to the terms of the assumed lease.

24 Litigation. Thers is no litigation, arbitration or governmental proceeding or
invastigation pending or, to the knowledge of E.U A. or Keith, threatenod, that is not otherwise

Sequritiss sod At Purghase Agresmant

1779622.7/109257.} 3
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stayed pursuant to 11 U.S.C. §362, () *gtinat EUA, (b) affecting the Assets or any of the
properties or other assets of E.U.A. or (¢) against any officer, director, shareholder or employes of
E.U.A. in such capacity or relating to his prior employment relationships. Neither E.U.A. nor Keith
is aware of any fact that is likely to form the bagis of any such litigation, arbitration or proceeding,

25 Legal Compliance. E.U.A. hay all material franchises, parmits, licenses and other

2.6  Environmental Matters, Naither E.U.A. nor any of the Assets are currently in
viclation of, or subject to any exlsting, pending or threatened investigation or inquiry by any
governmental authority or to any remedipl obligations undaer, any laws or reguldtions pertalning to
health or the environment (hersinafter sometimes collectively called “Environmental Laws™), and this
representation and warmanty would continue to ba true and corract following disclosure to the
applicable governmental authoritiss of all relevant facts, conditions and circumstances, if any,
pertaining to the Assets. To the best knowledge of E.U.A., the Assets have never been used in a
manner that would be in violation of any Environmental Laws.

2.7 Disclosure. This Agreement and the Exhibits and Schedules hereto, when taken as
8 whole with other dacurnents and certificates furnished by E.U.A. and Keith to Buyers or their
counsel, do not contain any untrue statement of material fact or omit any maserial fact nacessary in
order to make the statements not misleading,

SECTION 3, REFRESENTATIONS AND WARRANTIES OF
CLOENCO, TRUST AND KEITH.

As part of the basls of this Agresmaent, Clohnco, the Trust and Keith, jolntly and severslly,
represent and warrant to Buyer that the following are true and correct as of the date hergof and will
bs true and corract through the Clesing Date a1 if mads on that date;

3.1 Organization and Good Standing; Qualification. Clahnco is a corporation duly
incorporated, validly sxisting and in good standing under the laws of the state of its incorporation,
with ull requisite carporate power and authority to carry on the business in which it is engaged, to
own the proparties it owns, to executs and deliver this Agresment and to consummate the
transactions contemplated heceby, Trust is & Texas trust duly formad, validly existing and in good
standing undar the laws of the state of its formation, with all requisite power and authority to carry
on the business in which it Is #ngaged, to own the properties it owns, to execute and deliver this
Agreement and to consummate the transactions contemplated hereby. KPII is & limited partnership
duly formed, validly existing and in good standing under the laws of the state of its formation, with

1779422110825 4
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all requisite power and authority to oarry on the business in which it is engaged, to own the properties
it owns, and to consummate the transactions contemplated by this Agresment.

3.2 Authorization and Validity, The execution, delivery and petformance by Clohnco,
the Trust and Keith of this Agresment and the other agreements contemplated hereby, and the
consummuation of the transactions contemplated hereby and thereby, have been duly suthorized by
Clohnco, the Trust and Ksith. mwummmdmhoummmcommpmod hereby have
been or will be as of the Closing Date duly executed and delivered by Clohnco, the Trust and Keith,
and constitute or will constitute legal, valld and binding obligations of Clohnco, the Trust and Keith,
entbreesble against Clohneo, the Trust and Kaith in accordance with their respective terms, wxcept
a3 may be limited by applicable bankruptay, insolvency ar similar Jaws affecting creditors® rights
Benenally or the svailability of squitsble remadies. Copies of the Articles of Tncorporation and Bylaws
of Clohnco attached hereto as Schadule 3.2 are true, correct and complete. Copies of the Trust
Agresment of Trust attachad hersto a5 Schadule 3.2 are trus, cotrect and complete. Copies of the

* Certificate of Limited Partnership and Partnership Agresment of KPIT attached hersto us Sghedule
3.2 are trus, correct and complate,

3.3 Capltalization.

(2)  The authorized and issued capital stack of Clohneo and the names and ownership
interests of the shareholdars of Clohnco Is as set forth in Sshedule 3.3, All of the presently
outstanding shares of capital stock of Clohnoo have been validly authorized and issued and are fully
paid and nonassessable. Clohnoa has not lssued any other shares of its capital stock and thers are no

options, warrants, subscriptions or other rights or obligations to purchase or acquire any
of such shares, nor any securities convertible into or exchangeable for such shares. There are no
Agresments to which Clohneo or Keith is a party or has knowledge regarding the issuance,
registration, voting or transfer of its outstanding shares of capital siock. No shares of capital stock
of Clohnco have been issusd or disposed of In violation of the preemptive rights of any of Clohnco's
sharsholders, No dividends arg aceryed but unpaid on any capital stock of Clohnco,

® Keith is the sole trustes of Trust. A true and cormrect copy of the Trust Agreement,
as well as the names and ownership Interests of the beneficiaries of Trust is a3 set forth in Scheduls
i3

(2)  Tha authorized and issued partnership interests of KPIT and the names and ownership
interests of the partacrs of KPIT is as st forth on Schedule 3.3. All of the prasently outstanding
partnership Intevests of KPII have been validly suthorized and issued and all capital contributions of
all partners are fllly paid. No other partnership interests of KPII have been issued and there are no
outstanding subacriptions or other rights or obligations to purchase or acquire any of such partnership
interests, nor any securities convertible Into or exchangeable for such partnership interests. Thare are
O Lgraements, other than the Agresment of Limited Partnership of KPIL, to which Clohnco, Trust
or Keith is a party or has knowledge regarding the issuance, voting or transfer of outstanding

Securitisg aod Auses Prarshase Asroamant
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partnership interests of KPIL No distributlons to fimited partaers of KPII are dus and owing or have
been declared but unpaid,

34 Liabilities and Obligations. Set forth in Schedule 3.4 is a list of all libilities and
obligations of KPIL, accrued, contingent or otherwise (known or unknown and asserted or
unasserted), arising out of transactions effeated or events accurring on or prior to the date hereof,
KPILis not iable upon or with respect to, or obligated in any other way 1o provide funds in respect
of or to guarantes or aggume in Any manner, any debt, ebligation or dividend of any person,
corporation, association, partnership, joint venture, trust or other entity, and neither Keith, Trust nor
Clohnca knows of any buais for the assertion of any other claims or liabilities of any nature or in any
amount,

35  Commitments. ‘Thery Are no existing defaults, events of default or events,
oceurrences, acts or omissions that, with the &iving of notice or lapse of time or bath, would
constitute defaults by KPI1, and na peanalting have boen incurred nor are amendments pending, with
Tespect 1o any contract of agresment 10 which KPIIis a party (the "Commitments”). Neither Keith,
Trust nor Clohnco has received notice of any plan or intention of any other party to any Commitment
1o exercise any right to cancel or terminate any Commitment or agreement, and neither Keith, Trust
nor Clohnco knows of any fact that would justify the exercise of such a right with respect to any

3.6 Title; Leased Assats, Clohnco hag good, valid and marketabls title to the KPII
Goneral Interest and is salling, trapsfarring, assigning, conveying and delivering the KPIT General
Interest to Buyer fres and clear of all $acurity interests, lisns, claims and encumbrances. Upon
consurnmation of the transactions contemplated heceby, AEI shall receive good, valid and marketable
title to the KPII General Interest frea and clear of all security interests, liens, claims and
encumbrances. Trur has good, valid and marketable title to the KPII Limited Interest and js salling,

assigning, and dellvering the KPII Limited Interest to AEIIT free and clear of
all security interasts, lisns, and encumbrances. Upon consummation of the transactions
contemplated herebry, ABII shall receive 0¢ed, valid and marietable title to the KPIT Limited Interest
froo and clear of all security Intorests, iens, claims and encumbrances, A description of all (i) interests
in real property owned by KPIT (collectively, the "Real Property"), (ii) tangible and intangible
personal property owned by KPIT (collectivaly, the “Personal Property")and (iii) a list anci brief
description of all leases of real and persanal property to which KPIT is g party, cither as lgasor or
lesses i sat forth in Sghedule 3.6 Except as set forth in Schedule 3.6, KPIT has good, valid and
indefeasible title to all the Resl Proparty and Personal Property. The Real Property, Personal
Property and any leased property refbrred to in Schedules 3.6 constitute the only property used in the ¢
conduct of KPIl's business. All leases ast forth in Schedule 3.6 are valid and enfarceable in -
accordance with their respective terms $XCept &3 may be limited by applicable bankruptey, insolvency
or similar laws affocting craditers’ rights generally or the availability of equitable remedies,

3.7 TaxMatters. All required foreign, federal, state, local and other tax returns, notices
and reports (including, without limitation, income, property, sales, use, franchise, capital stock.

1779622.7/105257.1 6
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EXHIBIT “I”

Description of Leasehold Improvements

Tenant shall have completed upon the Demised Premises the
following additional improvements (the “Leaschold Improvements”):

at least 32,038 (193 x 166) square feet of additional concrete
ramp;

18,6000 (150 x 124) square feet of additional hangar space (full
clear span facility with door height/ceiling height of at least 28
feet);

4,784 square feet of additional office space (26 x 92, two story)
with brick facade to match the existing facilities located upon the
Demised Premises;

five (5) additional parking spaces; and such landscaping, utilities,
and other improvements in connection therewith as may be
required in accordance with applicable laws and regulations; and

Tenant shall present evidence acceptable to Landlord that the
construction costs of the said hangar facilities and the office/shop
facilities exceeds $1.000,000.



EXHIBIT “J”



OFFICIAL ACTIONS OF THE ADDISON CITY COUNCIL

August 8, 2000

6:30 p.m. - Council Chambers

5300 Belt Line Road

Present: Mayor Wheeler, Councilmembers Barrett, Kiein, Mallory, Silver,
Turner, Ways

Absent: None

ltem #WS1 - Presentation and discussion of General Fund non-profit requests,
Airport Fund, and other issues for the FY 2000-2001 General Fund budget.

No action was required.
Item #R1 - Consideration of Old Business.

The following employees were introduced to the Council: Jorge Hernandez
(Parks & Recreation), Dennis Gowdy (Fire), and Al Torres (Visitor Services).

Item #R2 - Consent Agenda.
ltems #2g and #2I were considered separately.

#2a - Approval of the Minutes for the June 22, 2000, June 26, 2000, June 27,
2000, and July 27, 1000 Council Meeting. (Approved)

#2b - Approval of a 9-1-1 billing agreement with Texas UM, Inc., which has
received a Service Provider Certificate of Operating Authority (SPCOA) from the
Texas Public Utilities Commission. (Approved)

#2¢ — Approval of 9-1-1 billing agreement with Sprint Communications Company,
L.P., which has received a Service Provider Certificate of Operating Authority
(SPCOA) from the Texas Public Utilities Commission. (Approved)

#2d — Approval of 9-1-1 billing agreement with lonex Gommunications South,
Inc., which has received a Service Provider Certificate of Operating Authority
(SPCOA,) from the Texas Public Utilities Commission. (Approved)

#2e — Approval of 9-1-1 billing agreement with MCI Worldcom Communications,
Inc., which has received a Service Provider Certificate of Operating Authority
(SPCOA) from the Texas Public Utilities Commission. (Approved)

#2f — Consideration of a Resolution authorizing the City Manager to enter into an
agreement with Chief of Police Don Franklin to attend an Executive MBA
program at Texas A&M, in an amount not to exceed $42,000. (R0O0-055)

OFFICE OF THE CITY SECRETARY 08-08-00



#2h — Award of bid in the amount of $35,775.00 to August Industries for
purchase of a Mobile Compressor, Fill Station & Air Storage to replace bottled air
compressor that currently refills the SCBA (Self Contained Breathing Apparatus)
for the Addison Fire Department, {(Approved)

#2i — Award of bid in the amount of $25,227.00 to Motorola for purchase of nine
mobile radios for the Police Department. (Approved)

#2j — Rejection of all bids for Bid #00-42, Swimming Pool Resurfacing for Athletic
Club. (Rejected)

#2k - Award of a contract in an amount not to exceed $313,700.00 for
engineering, surveying and geotechnical services to GBW for Midway Road
Reconstruction — Phase One Design. (Approved)

#2m - Consideration of a Resolution authorizing the City Manager to enter into
an agreement with Clarence A. West of the law firm of Dow Cogburn & Friedman
to address right-of-way issues. (R00-056)

Councilmember Turner moved to approve the above listed items.
Councilmember Ways seconded. The motion carried.

Voting Aye: Wheeler, Barrett, Klein, Mallory, Silver, Turner, Ways
Voting Nay: None
Absent: None

#29 — Award of bid in the amount of $32,672.00 with options to renew for two
additional years at the same unit prices to Knight Electric for temporary electrical
services for Addison Oktoberfest.

Councilmember Mallory moved to award a bid in the amount of $32,672.00 to
Knight Electric. Councilmember Turner seconded. The motion carried.

Voting Aye: Wheeler, Barrett, Klein, Mallory, Silver, Turner, Ways
Voting Nay: None
Absent: None

#2| - Approval of a Hangar. Development and an Amendment to the Ground
Lease for Addison Express.

Councilmember Silver moved to approve a Hangar Development and an
Amendment to the Ground Lease for Addison Express. Councilmember Klein
seconded. The motion carried.

OFFICE OF THE CITY SECRETARY 08-08-00



Voting Aye: Wheeler, Barrett, Klein, Mallory, Silver, Turner, Ways
Voting Nay: None
Absent: None

ltem #R3 - Selection of candidate(s) for the 2000-2001 class of Leadership
Metrocrest.

Councilmember Ways moved to select Mike Buttrey for the 2000-2001 class of
Leadership Metrocrest. Councilmember Mallory seconded. The motion carried.

Voting Aye: Wheeler, Barrett, Klein, Mallory, Silver, Turner, Ways
Voting Nay: None
Absent: None

ltem #R4 — Appointment of one member to the Planning and Zoning
Commission.

Councilmember Barrett moved to appoint Tom Braun to a first term on the
Planning and Zoning Commission. Councilmember Silver seconded. The
motion carried.

Voting Aye: Wheeler, Barrett, Klein, Mallory, Silver, Turner, Ways
Voting Nay: None
Absent: None

ltem #RS5 — Appointment of two members to the Board of Zoning Adjustment.

Councilmember Mallory moved to re-appoint Marti Olden and Cora Ewingto a
second term on the Board of Zoning Adjustment. Councilmember Klein
seconded. The motion carried.

Voting Aye: Wheeler, Barrett, Klein, Mallory, Silver, Turner, Ways
Voting Nay: None
Absent: None

Item #R6 ~ Consideration of an Ordinance approving a meritorious exception to
Section 62-163 of the Code of Ordinances, to allow more than one letter to
exceed 20" in height, and the sign area to exceed 25 square feet located at
14362 Marsh Lane on application from the Town of Addison.

Counciimember Barrett moved to duly pass Ordinance No. 000-031 approving a
meritorious exception to Section 062-163. Councilmember Turner seconded.
The motion carried.
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Voting Aye: Wheeler, Barrett, Klein, Mallory, Silver, Turner, Ways
Voting Nay: None
Absent: None

ltem #R3 - Selection of candidate(s) for the 2000-2001 class of Leadership
Metrocrest.

Councilmember Ways moved to select Mike Buttrey for the 2000-2001 class of
Leadership Metrocrest. Councilmember Mallory seconded. The motion carried.

Voting Aye: Wheeler, Barrett, Klein, Mallory, Silver, Turner, Ways
Voting Nay: None
Absent: None

ltem #R4 — Appaintment of one member to the Planning and Zoning
Commission.

Councilmember Barrett moved to appoint Tom Braun to a first term on the
Planning and Zoning Commission. Councilmember Silver seconded. The
motion carried.

Voting Aye: Wheeler, Barrett, Klein, Mallory, Silver, Turner, Ways
Voting Nay: None
Absent: None

item #R5 ~ Appointment of two members to the Board of Zoning Adjustment.

Councilmember Mallory moved to re-appoint Marti Olden and Cora Ewing to a
second term on the Board of Zoning Adjustment. Councilmember Klein
seconded. The motion carried.

Voting Aye: Wheeler, Barrett, Klein, Mallory, Silver, Turner, Ways
Voting Nay: None
Absent: ~ None

Item #R6 — Consideration of an Ordinance approving a meritorious exception to
Section 62-163 of the Code of Ordinances, to allow more than one letter to
exceed 20" in height, and the sign area to exceed 25 square feet located at
14362 Marsh Lane on application from the Town of Addison.

Councimember Barrett moved to duly pass Ordinance No. 000-031 approving a
meritorious exception to Section 062-163. Councilmember Turner seconded.
The motion carried.
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DCAD - Account History Page 1 of 3

\_Home | Find Property | Contact Us

Account History #1000059000A100000

Owner Legal Desc  Market Value Taxabls Valus Exemptions

Owner / Legal Description

Year | Owner [ Legal Description
1: ADDISON AIRPORT
ADDISON EXPRESS el b
DI XP )
2004 14500 CLAIRE CHENNAULT ST . TMPTS OfLY
ADDISON, TEXAS 75001-5321 : CO-DALLAS
St 000590000410 31000059000

: ADDISON AIRPORT

ODISON Exp : BLDG A-10
ADDISON RESS

2003 [|4500 CLAIRE CHENNAULT ST ? THFIS DY

ADDISON, TEXAS 75001-5321 4: CO-DALLAS

5: 000590000A10 31000059000

T4

1: ADDISON AIRPORT

ADDISON EXPRESS + BLDG A-10
2002 |[#500 CLAIRE CHENNAULT ST 3: IMPTS ONLY
DALLAS, TEXAS 75001-5321 : CO-DALLAS
UNASSIGNED 5: 000590000A10 31000059000
: ADDISON AIRPORT
ADDISON EXPRESS 2: BLDG A-10
2001 [4500 CLAIRE CHENNAULT ST 3: IMPTS ONLY
DALLAS, TEXAS 75001-5321 : CO-DALLAS
UNASSIGNED 1 000590000410 31000059000
: ADDISON AIRPORT
ADDISON EXPRESS ¢ BLDG A-10
2000|1500 CLAIRE CHENNAULT ST 3: IMPTS ONLY
DALLAS, TEXAS 75001-5321 : CO-DALLAS
UNASSIGNED 5: 000590000A10 31000059000
1: ADDISON AIRPORT
ADDISON EXPRESS + BLDG A-10
999 4500 CLAIRE CHENNAULT ST 3: IMPTS ONLY
1 DALLAS, Code of 45 Not Found 75001-5321]| 4: cO-DALLAS
Code of 0 Not Found : 000S90000A10 31000059000

http://www.dallascad.org/AcctHistory.aspx?1D=1000059000A 100000 09/29/2004



DCAD - Account History Page 2 of 3

Market Value

Year | Improvement | Land | Total Market | Homestead Capp:‘

2004 | $1,850,870 $0 | $1,850,870 N/A

2003| $1,850,870 $0 | $1,850,870 N/A

2004 $1,999,300/| $10 | $1,999,310 N/A

2001| $607,780 | $10 | $607,790 N/A

2000 $607,780 $10 | $607,790 N/A

1999 $607,780 $10 4$607,790 N/A

Taxable Value

Year City 1sD County College Hospital |Special District
2004 | $1,850,870 | $1,850,870 | $1,850,870 | $1,850,870 | $1,850,870 $0
2003 | $1,850,870 | $1,850,870 | $1,850,870 | $1,850,870 | $1,850,870 $0
2002 | $1,999,310 | $1,999,310 | $1,999,310 | $1,999,310 | $1,999,310 $0
2001| $607,790 | $607,790 | $607,790 | $607,790 | $607,790 $0
2000| $607,790 | $607,790 | $607,790 | $607,790 | $607,790 $0
1999 | $607,790 | $607,790 | $607,790 | $607,790 | $607,790 $0

http://www.dallascad.org/AcctHistory.aspx?ID=1000059000A 100000 09/29/2004



Al-1654 10.
Work Session and Regular Meeting

Meeting Date: 04/26/2016

Department: Infrastructure- Development Services

AGENDA CAPTION:

Consider Approval Of A Resolution For The Appointments To The Master
Transportation Plan Advisory Committee.

BACKGROUND:

During the April 12, 2016 Council Work Session, Staff and consultants from Prologue
Planning and Kimley-Horn discussed the progress made to date on the Master
Transportation Plan. After the presentation and discussion, Council was asked to begin
identifying individuals to appoint to the Master Transportation Plan advisory committee.
The advisory committee will work with staff and the consultants to provide more detailed
feedback on the issues raised and give input as consultants discuss different
approaches to address various issues as the Master Transportation Plan is being
drafted.

This resolution will formally adopt the appointments to the committee.

RECOMMENDATION:
Administration recommends approval.

Attachments
Resolution




TOWN OF ADDISON, TEXAS
RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE TOWN OF ADDISON,
TEXAS CREATING THE MASTER TRANSPORTATION PLAN ADVISORY
COMMITTEE.

WHEREAS, the Town of Addison is updating its Master Transportation Plan and desires
to maximize public input from both residents and businesses; and

WHEREAS, in an effort to stimulate public participation, the City Council desires to
create a committee to provide input to the consultants retained to update the Master
Transportation Plan.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE
TOWN OF ADDISON, TEXAS:

Section 1. The City Council hereby creates the Master Transportation Plan Advisory
Committee to provide input regarding the 2016 update to the Master Transportation Plan. The
Committee will be made up of not more than 14 individuals appointed by the City Council.
Committee members shall be either residents of Addison, Addison business owners or
employees of Addison businesses. The Committee shall be advisory in nature and shall be
dissolved upon adoption of the Master Transportation Plan update.

Section 2. This resolution shall be effective from and after the date of passage.

DULY PASSED BY THE CITY COUNCIL OF THE TOWN OF ADDISON,
TEXAS, this the 26™ day of April, 2016.

Todd Meier, Mayor
ATTEST:

Laura Bell, City Secretary

APPROVED AS TO FORM:

Brenda N. McDonald, City Attorney

OFFICE OF THE CITY SECRETARY RESOLUTION NO.
Page 1 of 1



Al-1599 11.
Work Session and Regular Meeting

Meeting Date: 04/26/2016

Department: Economic Development

AGENDA CAPTION:

Discuss, Consider, And Approve A Resolution Approving An Incentive
Agreement With Beltline Beltway Investments, Ltd. and Urban Intownhomes,

LLC For The Addison Grove Redevelopment Project At 4150 Belt Line Road
Commonly Known As The Former Sam's Wholesale Club Property And
Authorizing The City Manager To Execute The Contract..

BACKGROUND:

On January 26, 2016, City Council approved a letter of intent with Beltline Beltway
Investments, Ltd. and Urban Intownhomes, LLC for the redevelopment of the former
Sam's Club property for an amount not to exceed $6.5 Million for the construction of
public infrastructure as part of the redevelopment.

The funding breakdown for the $6.5 Million will be provided through the following:

e Maximum of $250,000 of the total incentive will be given in the nature of
permit/development fee waivers

e Maximum of $1,000,000 for infrastructure qualifying for Utility Fund funding

e Maximum of $1,000,000 for infrastructure qualifying for Stormwater Fund
funding

e Maximum of $4,250,000 to provide funding for street and park development
from the General Fund and Infrastructure Investment Fund

Council also directed a three-term payment plan upon successful completion of
construction milestones. The payment terms include the following:

¢ 1/3 of total potential award upon successful completion of public infrastructure
and acceptance by the Town of Addison

¢ 1/3 of the total potential award upon completion of 40 percent of the
townhomes/live-work units

e 1/3 of the total potential award upon completion of 75 percent of the
townhomes/live-work units

The Town of Addison will support the process to acquire the right-of-way for Runyon
Road. Any acquisition costs will be the responsibility of the Developer.



As requested by Council, the agreement includes several conditions to qualify for
payment including a deed restriction on the multi-family property to prohibit the use of
Federal governmental subsidies for its construction and operation and reasonable
approval by the City Council for the multi-family developer and potential future owners.

RECOMMENDATION:
Administration recommends approval.

Attachments
Resolution




TOWN OF ADDISON, TEXAS
RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE TOWN OF
ADDISON, TEXAS APPROVING AN ECONOMIC DEVELOPMENT
PROGRAM GRANT AGREEMENT BETWEEN THE TOWN OF
ADDISON, BELTLINE BELTWAY INVESTMENTS, LTD. AND URBAN
INTOWNHOMES, LLC FOR A MIXED USE DEVELOPMENT, TO BE
KNOWN AS ADDISON GROVE, LOCATED AT 4150 BELT LINE ROAD,
AUTHORIZING THE CITY MANAGER TO EXECUTE THE
CONTRACT, AND PROVIDING AN EFFECTIVE DATE.

BE IT RESOLVED BY THE CITY COUNCIL OF THE TOWN OF ADDISON,
TEXAS:

Section 1. The Economic Development Program Grant Agreement between the
Town of Addison, Beltline Beltway Investments, Ltd. and Urban Intownhomes, LLC for a mixed
use development, to be known as Addison Grove, located at 4150 Belt Line Road, a copy of
which is attached to this Resolution as Exhibit A, is hereby approved. The City Manager is
hereby authorized to execute the agreement.

Section 2. This Resolution shall take effect from and after its date of adoption.

PASSED AND APPROVED by the City Council of the Town of Addison, Texas this
the 26™ day of April, 2016.

Todd Meier, Mayor
ATTEST:

By:

Laura Bell, City Secretary
APPROVED AS TO FORM:

By:

Brenda N. McDonald, City Attorney
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Al-1639 12.
Work Session and Regular Meeting

Meeting Date: 04/26/2016

Department: Finance

AGENDA CAPTION:

Presentation And Acceptance Of The Fiscal Year 2015 Comprehensive Annual
Financial Report.

BACKGROUND:

The Addison Town Charter requires that Town Staff prepare a Comprehensive Annual
Financial Report (CAFR) that shows the status of the Town’s finances. The CAFR is
required to be prepared in accordance with generally accepted accounting and financial
reporting principles. The charter also requires that the Town’s financial statements be
audited annually by an independent external auditing firm. The results of the
independent external audit are included in the CAFR.

The Town of Addison Finance Department has prepared the CAFR for the fiscal year
ended September 30, 2015. The CAFR is a report of the Town's overall financial
results. The Town's financial statements have been audited by Weaver, LLP, an
independent firm of licensed certified public accountants. The goal of the independent
audit is to provide reasonable assurance that the financial statements of the Town are
free of material misstatement.

In addition to providing an overview of the Town of Addison CAFR for fiscal year 2015,
Weaver will present their audit report and opinion on the Town's financial statements.

Weaver has issued an unmodified option, which means that financial statements are
presented, in all material respects, in accordance with applicable financial reporting
framework. Simply, stated an unmodified opinion is a clean opinion.

This year, we adopted the provisions of GASB 68. Statement 68 requires governments
providing defined benefit pensions to recognize their long-term obligation for pension
benefits as a liability for the first time. Our reportable pension liability is $18,658,835 and
has been incorporated as a reduction of our Net Position in the Statement of Net
Position. See Pages 19, 56, and 62 in the FY2015 CAFR.

RECOMMENDATION:

Administration recommends Council make a motion to accept the Fiscal Year 2015
CAFR.

Attachments
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ADDISON

April 18, 2016

Honorable Mayor and Members of the City Council
Town of Addison, Texas

| am pleased to submit the Comprehensive Annual Financial Report of the Town of Addison, Texas for the
fiscal year ended September 30, 2015. The purpose of the report is to provide the City Council,
management, staff, the public, and other interested parties with detailed information reflecting the Town's
financial condition.

THE REPORT

This report satisfies 8§103.001 of the Texas Local Government Code requiring annual audits of all
municipalities and was conducted in accordance with Section 2.15 of the Charter of the Town of Addison.
Responsibility for both the accuracy of the presented data and the completeness and fairness of the
presentation, including all disclosures, rests with the Town. We believe the data is accurate in all material
respects and is presented in a manner that fairly sets forth the financial position of the Town. We also believe
all disclosures necessary to enable the reader to gain an understanding of the Town's financial affairs have
been included. To provide a reasonable basis for making these representations, management of the Town of
Addison has established a comprehensive internal control framework that is designed both to protect the
government’'s assets from loss, theft, or misuse and to compile sufficient reliable information for the
preparation of the Town of Addison’s financial statements in conformity with Generally Accepted Accounting
Principles (GAAP). Because the cost of internal controls should not outweigh their benefits, the Town of
Addison’s comprehensive framework of internal controls has been designed to provide reasonable, rather
than absolute, assurance that the financial statements will be free from material misstatement. As
management, we assert that, to the best of our knowledge and belief, this financial report is complete and
reliable in all material respects.

The Comprehensive Annual Financial Report (CAFR) is organized into Introductory, Financial, and Statistical
Sections. The Introductory Section provides general information on the government's structure and
personnel as well as information useful in assessing the government’s financial condition.

The Financial Section contains the opinion of the Town's independent auditor. The Town of Addison’s
financial statements have been audited by Weaver and Tidwell, L.L.P., a firm of licensed certified public
accountants. The goal of the independent audit was to provide reasonable assurance that the financial
statements of the Town of Addison for the fiscal year ended September 30, 2015 are free of material
misstatement. The independent audit involved examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement presentation. The
independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering an
unmodified opinion that the Town of Addison’s financial statements for the fiscal year ended September 30,
2015 are fairly presented in conformity with GAAP. The independent auditor’s report is presented as the first
component of the financial section of this report.

Also included in the Financial Section is management’s discussion and analysis (MD&A) that provides users
of the basic financial statements a narrative introduction, overview, and analysis of those statements. The
basic financial statements, including the accompanying notes, represent the core of the financial section.
These financial statements present the financial condition of the Town of Addison as a single entity, as well
as the individual funds that account for the Town'’s various governmental and business-type activities.
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The report concludes with the Statistical Section, which, through the use of tables, presents comparative
economic and financial data to give users of the report a perspective of the Town's performance over a
number of years.

THE REPORTING ENTITY

The Town of Addison is located in the Dallas North Parkway area, which has been referred to as the
"platinum corridor" of the Dallas Metroplex. The area, which developed rapidly over the past three decades,
is home to affluent neighborhoods, hundreds of million-dollar companies, scores of quality restaurants, and
two spacious malls. At 4.4 square miles, Addison is the smallest, yet most densely developed, of the various
suburbs located in the area. Although it has just over 15,000 residents, the Town has developed into a
cosmopolitan center which serves well over 125,000 business persons, shoppers, and visitors daily.

The Town was incorporated in 1953 and is operating under a Charter adopted in 1978 and last amended
November 2010. Under the amended Charter, the Council is comprised of a mayor and six council members
who enact local legislation, determine policies, and adopt the Town's budget. The mayor and council
members are elected for two-year terms with the mayor and three council members being elected each
odd-numbered year and the remaining three council members elected each even-numbered year. The City
Manager is appointed by the City Council and is responsible to them for the proper administration of the
affairs of the Town.

The Town provides a full range of municipal services including general government, public safety (police and
fire), streets, parks and recreation, planning and zoning, code enforcement, and water and sewer utilities.
Sanitation collection services are provided through private contractors; non-residential customers contract
with the collection firm of their choice while single-family residential customers contract through the Town
with sanitation fees added to their municipal utility bills.

The annual budget of the Town of Addison serves as the foundation for the Town'’s financial planning and
control. The budget is prepared by the City Manager and adopted by the City Council in accordance with
policies and procedures established by the Town Charter and council ordinances.

The appropriated budget is prepared and presented by fund, department (e.g. police) or function (e.g. debt
service), and major cost category (e.g. personal services). All expenses of the Town are made in accordance
with the adopted annual budget. The department level is the legal level of control enacted by the Town
Charter. Budgetary control is maintained at the individual expenditure account level by the review of all
requisitions of estimated purchase amounts prior to the release of purchase orders to vendors.



Transfers between expenditure accounts in one department may occur with the approval of the Chief
Financial Officer. Transfers between operating departments may occur with the approval of the City Manager
and Chief Financial Officer provided that a department's total budget is not changed by more than five
percent. Transfers between funds or transfers between departments that change a department's total budget
by more than five percent must be accomplished by budget amendment approved by the City Council.
Budget amendments calling for new fund appropriations must also be approved by the City Council.

Budget-to-actual comparisons are provided in this report for each major fund for which an appropriated
annual budget has been adopted. For all non-major funds with appropriated annual budgets, this
comparison is presented in the combining and individual fund financial statements section of this report.

FACTORS AFFECTING FINANCIAL CONDITION

Status of Local Economy

With its concentration of commercial and retail development, the Town of Addison’s economy is strongly
influenced by the region’s economic climate. According to reports issued by the Federal Reserve Bank of

Dallas, the Leading Index indicators are declining however the Business Cycle Index remains strong. This
trend bodes well for the continued economic strength of the Town.

Texas Business Cycle Index and Leading Index
(Index Jan 2007 = 100)
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The United States unemployment rate continues to decline, with Texas faring better than the nation as a
whole. However, due to the drop in oil and gas prices, Texas’' unemployment contracted, with the
unemployment rate at 4.2% in September 2015, just slightly below that for the US.

Because Addison is densely developed with over 9.2 million square feet of office space distributed among
101 office buildings, much attention is given to the occupancy rates of buildings in Addison. Office Space in
Dallas/Ft. Worth has reached a 15 year low as lease rates continue to climb. At the end of September 2015,
Addison’s occupancy rate stood at 86.8 percent compared with the 86.1 percent recorded a year earlier.
Addison’s occupancy rate is 1.1% higher than the 85.7 percent average for all of the Dallas/Ft. Worth Area.
(Source: CoStar Group)

The Town experienced a 6.1 percent increase in taxable property values for the 2015 certified levy compared
to a 9 percent increase for the 2014 certified levy.



For the 2015 fiscal year, General Fund revenues of $32.1 million represented a small decrease from $32.2
million in fiscal year 2014. The property tax levy produced 47% of the total revenue available to the Town's
general fund for this year, while the sales tax revenue category produced 32%. The Town’s sales tax
receipts decreased 8.2 percent from fiscal year 2014, due to the loss of a major sales tax contributor.
General Fund expenditures and transfers for the 2015 budget totaled $36.9 million. The General Fund
ending balance decreased by $3.9 million to $11.6 million, but fund balance is still 36% of general fund
operating expenditures. The primary reason for the decrease was due to a onetime $4 million transfer to
seed an infrastructure investment fund.

Long-Term Financial Planning

Users of this document as well as others interested in the programs and services offered by the Town of
Addison are encouraged to read the Town's 2015-16 Annual Budget. The document details the Town's
long-term goals and financial policies, describes program accomplishments and initiatives, and outlines the
Town’s capital improvement program. The Town’'s Annual Budget also includes long-term financial plans for
the major operating funds that forecast revenues and expenditures over a five-year horizon. The plans are
driven by financial policies adopted by the City Council that are designed to protect the Town’s financial
integrity. The policies include establishing significant fund balances, or reserves, to protect the Town from
the boom/bust economic cycle common to the state and the region. The budget document can be obtained
from the Town of Addison’s Financial and Strategic Services Department by calling (972) 450-7051. The
Annual Budget <can also be accessed through the department's web site at

http://addisontexas.net/index.php?section=finance-department Addison-budget.
AWARDS AND ACKNOWLEDGMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Cerlificate of Achievement for Excellence in Financial Reporting to the Town of Addison, Texas for its
Comprehensive Annual Financial Report (CAFR) for the fiscal year ended September 30, 2014. The
Certificate, which is reproduced herein, is the highest form of recognition for excellence in state and local
government financial reporting. In order to be awarded a Certificate of Achievement, a government unit must
publish an easily readable and efficiently organized CAFR whose contents conform to program standards.
The document must satisfy both generally accepted accounting principles and applicable legal requirements.
A Certificate of Achievement is valid for a period of one year only. The Town of Addison has received a
Certificate for the last 39 consecutive years. We believe our current report continues to conform to the
Certificate of Achievement program requirements, and we are submitting it to GFOA for consideration.

In addition to the Certificate, the Town received GFOA's Award for Distinguished Budget Presentation for its
fiscal year 2015 annual budget document. In order to qualify for the Award, the Town's budget document was
judged to be proficient or exceptional in several categories including policy documentation, financial
planning, and operations guide. The Town has received the Award for 28 consecutive years. Together, the
Award and the Cerlificate are evidence of the Finance Department’s dedication to producing documents that
effectively communicate the Town's financial condition to elected officials, city administrators, and the
general public.

| wish to thank all members of the Finance Department who assisted in preparing and assembling the
information presented in this report. | also acknowledge our auditors, Weaver, LLP, and the assistance they
provided in meeting the deadlines established for publication of the document. | am grateful for the support
provided by the City Council, and affirm our pledge to be a resource to help them achieve the goals they

have estab shed for the Addison.community.
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Wesley S. Plers’on
City Manager
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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members of Town Council
Town of Addison, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of
Town of Addison, Texas (the Town) as of and for the year ended September 30, 2015, and the
related notes to basic financial statements, which collectively comprise the Town’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America,; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.
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Town of Addison, Texas

Page 2

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the Town, as of September 30,
2015, and the respective changes in financial position and, where applicable, cash flows thereof
and the respective budgetary comparisons for the General Fund and the Hotel Fund for the year
then ended in accordance with accounting principles generally accepted in the United States of
America.

Emphasis of Matter

As discussed in Note IV.E. to the financial statements, the Town adopted new accounting
guidance, GASB Statement No. 68, Accounting and Financial Reporting for Pensions - an
Amendment of GASB Statement No. 27, and GASB Statement No. 71, Pension Transition for
Contributions Made Subsequent to the Measurement Date, an Amendment of GASB Statement
No. 68, as of September 30, 2015. Also discussed in Note IV.E. to the financial statements, the
Town made a prior period adjustment for the accrual of a sales tax liability, as of September 30,
2015. Our opinion is not modified with respect to these matters.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis; Schedule of Changes in Net Pension Liability and
Related Ratios - TMRS; Schedule of Contributions - TMRS; and the Retiree Health Plan
Analysis of Funding Progress on pages 11 through 18 and 62 through 64 be presented to
supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town’s basic financial statements. The introductory section,
combining and individual fund financial statements and schedules, and statistical section are
presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The combining and individual fund financial statements and schedules are the responsibility of
management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the other
supplementary information is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
April 18, 2016, on our consideration of the Town'’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not
to provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Town'’s internal control over financial reporting and compliance.

Waaver and Tidwell, -UX

WEAVER AND TIDWELL, L.L.P.

Dallas, Texas
April 18, 2016
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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

As management of the Town of Addison, we offer readers of these financial statements this narrative overview
and analysis of the financial activities of the Town of Addison for the fiscal year ended September 30, 2015.
Readers are encouraged to read this narrative in conjunction with the transmittal letter at the front of this report
and the Town’s financial statements, which follow this section. All amounts reported in this MD&A, unless
otherwise indicated, are expressed in thousands of dollars (000's).

Financial Highlights
e The Town's assets and deferred outflows exceeded its liabilities and deferred inflows at the close of the

2015 fiscal year by $218,578. This amount represents an increase over the previous year of $367.

e As of September 30, 2015, the Town’s governmental funds reported combined ending fund balances of
$56,921, a decrease of $7,306. The majority of the decrease is due to no debt issuance in 2015 with
additional outlay for scheduled retirement of existing debt.

e At the end of the 2015 fiscal year, the fund balance for the General Fund was $11,602, or 36.3 percent of
total fund expenditures. Fund balance decreased $3,904 during the year.

e At year-end, the Town of Addison’s outstanding debt totals $132,468, a decrease of $12,259 from the
previous year, which is attributed to the scheduled retirement of existing debt during the year.

Overview of Financial Statements

This annual report is comprised of four segments as dictated by generally accepted accounting principles
(GAAP): management’s discussion and analysis (this section), the basic financial statements, required
supplementary information and other supplementary information. The basic financial statements include two kinds
of statements that present different views of the Town.

e The government-wide financial statements

provide both long-term and short-term lllustration A-1
information about the Town’s overall financial Required Components of
status. Town of Addison’s Annual Financial Report
e The fund financial statements focus on A
individual parts of Addison’s government, :
reporting the Town’s operations in more detail Management's Basic Reg:'tr;g and
than the government-wide statements. Discussion and FIENEE] Supplementary
Analysis Statements .
Information
— The governmental funds statements
explain how general government services - N
such as public safety were financed in the covernment Fund Notes fo fhe
. V/ P u
short-term, as well as what remains for wide Financial Financial Financial
future Spending. Statements Statements Statements
— Proprietary fund statements offer short- —
term and long-term financial information = ;
about the activities the government Summary __—— T—— Detail
operates as business-like, such as the
airport.

The financial statements also include notes, which elaborate on some of the information in the financial
statements, providing more detailed data. These financial statements are followed by a section of required
supplementary information that further explains and supports the information in the financial statements.
lllustration A-1 shows how the required parts of this annual report are arranged and relate to one another. In
addition to these required elements, we have included other information such as the Town’s statistical section,
which, through the use of tables, presents comparative economic and financial data to give users of this report a
perspective of the Town'’s financial performance over a number of years.
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lllustration A-2 summarizes the major features of the Town'’s financial statements. The remainder of this overview
section of the management’'s discussion and analysis explains the structure and contents of each of the
statements.

Illustration A-2
Major Features of Town of Addison's Government-wide and Fund Financial Statements

Fund Statements

Government-wide
Statements Governmental Funds Proprietary Funds

Entire Town government Activities of the Town that Activities the Town operates

similar to a private-sector

business: airport,

police, fire, and parks water/sewer utility, and
storm water

are not proprietary, such as

Required financial *Statement of net position  *Balance sheet * Statement of net position

statements * Statement of activities * Statement of revenues, * Statement of revenues,
expenditures, and changes  expenses, and changes in
in fund balances net position

* Statement of cash flows

Accounting basis Accrual accounting and Modified accrual accounting  Accrual accounting and
and measurement  economic resources focus and current financial economic resources focus
focus resources focus

Type of asset/ All assets and liabilities, Only assets expected to be  All assets and liabilities,
liability information  both financial and capital, = used up and liabilities that both financial and capital,
short-term and long-term come due during the year or  short-term and long-term
soon thereafter; no capital
assets included

Type of

inflow/outflow

information during year, regardless of  received during or soon after during year, regardless of
when cash is received the end of the year; when cash is received

All revenues and expenses Revenues for which cashis  All revenues and expenses

or paid expenditures when goods or or paid
services have been received
and payment is due during
the year or soon thereafter

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the Town of
Addison’s finances in a manner similar to a private-sector business. These statements can be located on pages
20-21 of this document.

e The statement of net position presents information on all of the Town’s assets, liabilities, and deferred
inflows and outflows, with the difference reported as net position. Over time, increases or decreases in net
position may indicate the improvement or deterioration of the Town'’s financial position.

e The statement of activities presents information showing the Town’s change in net position during the
concluded fiscal year. All changes in net position are reported as soon as the underlying event giving rise to
the change occurs, regardless of the timing of related cash flows.
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The government-wide financial statements of the Town are divided into two categories:

e Governmental activities — These are functions such as fire, police, and visitor services that are principally
supported by taxes and intergovernmental revenue.

e Business-type activities — These functions are intended to recover all or a significant portion of their costs
through user fees and charges. The Town’s airport and utility system fall within this category.

Fund Financial Statements

A fund is a grouping of related accounts used to maintain control over resources which have been segregated for
specific activities or objectives. The Town of Addison, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the
Town can be divided into two categories: governmental funds and proprietary funds.

Governmental Funds — Governmental funds are used to account for essentially the same functions reported as
governmental activities. However, unlike the government-wide financial statements, governmental fund financial
statements focus on short-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a
government’s short-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government's short-term financing decisions. Both the governmental funds
balance sheet and the governmental funds statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and governmental activities.

The Town of Addison maintains 10 individual governmental funds. Information is presented separately in the
governmental funds balance sheet and in the governmental funds statement of revenues, expenditures, and
changes in fund balances for all of these funds, with the exception of the Economic Development Fund, Municipal
Court Fund, Public Safety Fund, Advanced Funding Grant Fund, and Reimbursement Grant Fund, which are
considered non-major funds and are combined into a single, aggregated presentation. Individual fund data for
each of these non-major funds is provided in the form of combining statements elsewhere in this report.

The Town adopts an annual appropriated budget for all its governmental funds. A budgetary comparison
statement is provided for each fund to demonstrate compliance with this budget.

Proprietary Funds — Services for which the Town charges customers a fee are generally reported in the
proprietary funds. Proprietary funds provide the same type of information as the government-wide statements,
only in more detail. The Town of Addison maintains two different types of proprietary funds.

e Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The Town uses enterprise funds to account for its general aviation
airport, storm water (drainage), and its utility (water and sewer) system.

e Internal service funds are an accounting device used to accumulate and allocate costs internally among the
Town'’s various functions. The Town uses internal service funds to account for its fleet of vehicles and for its
management information systems. Because both of these services predominantly benefit governmental
rather than business-type functions, they have been included within governmental activities in the
government-wide financial statements.

The proprietary fund financial statements provide separate information for Addison’s airport, utility system, and
storm drainage system, all of which are considered to be major funds of the Town of Addison. Conversely, both
internal service funds are combined into a single, aggregated presentation in the proprietary fund financial
statements. Individual fund data for the internal service funds is provided in the form of combining statements
elsewhere in this report.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data presented in the
government-wide and fund financial statements. The notes to the financial statements can be found on pages 30 -
61 of this report.
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Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning the Town of Addison’s funding of its obligations to provide pension benefits
to Town employees through the Texas Municipal Retirement System and to provide other postemployment
benefits to Town employees upon retirement.

The combining statements referred to earlier in connection with non-major governmental funds and internal
service funds are presented on pages 65 - 73. The Town has included schedules of capital assets starting on
page 74.

Government-wide Financial Analysis

As of the close of the 2015 fiscal year, the Town'’s net position (assets and deferred outflows exceeding liabilities
and deferred inflows) totaled $218,578 (see Table A-1). Of this amount $184,752, or 85 percent, represents the
Town'’s investment in capital assets (e.g. land, buildings, machinery, and equipment), less any related outstanding
debt used to acquire those assets. Because the Town of Addison uses these capital assets to provide services to
the community, these assets are not available for future spending. A portion of net position has been restricted for
the Town’s long-term general obligation debt ($555), promotion of tourism and hotel industry ($2,529) and other
restrictions ($567). The remaining amount of net position is labeled as unrestricted and totals $30,174. This
amount is available to meet the Town’s ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the Town of Addison is able to report positive balances in these three
categories of net position, both for the government as a whole, as well as for its separate governmental and
business-type activities.

Table A-1
Town of Addison's Net Position (000's)
Governmental Activities Business-type Activities Total
2015 2014 2015 2014 2015 2014
Assets:
Current and Other Assets $ 71,286 $ 79,325 $ 33,667 $ 34,000 $ 104,953 $ 113,325
Capital Assets 168,887 165,827 83,156 82,642 252,043 248,469
Total Assets 240,173 245,152 116,823 116,642 356,996 361,794
Deferred Outflows of Resources:
Deferred Charges 365 466 26 32 391 498
Deferred Outflows of Pensions 2,458 - 143 - 2,601 -
Total Deferred Outflows of Resources 2,823 466 169 32 2,992 498
Liabilities:
Long-Term Liabilities Outstanding 104,672 92,696 27,796 27,512 132,468 120,208
Other Liabilities 5,451 4,641 2,724 2,753 8,175 7,394
Total Liabilities 110,123 97,337 30,520 30,265 140,643 127,602
Deferred Inflows of Resources:
Deferred Inflows of Pensions 725 - 42 - 767 -
Total Deferred Inflows of Pensions 725 - 42 - 767 -
Net Assets:
Net Investment in Capital Assets 121,444 120,035 63,308 69,949 184,752 189,984
Restricted :
Debt Service 555 606 - - 555 606
Tourism/Hotel 2,529 1,682 - - 2,529 1,682
Child Safety 191 102 - - 191 102
Justice Administration 64 32 - - 64 32
Court Technology 92 80 - - 92 80
Building Security 177 66 - - 177 66
Public Safety 25 _- - - 25 -
Court Security 19 19 - - 19 19
Unrestricted 7,052 25,659 23,122 16,461 30,174 42,120
Total Net Position $ 132,148 $ 148,280 $ 86,430 $ 86,409 $ 218,578 $ 234,689
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As reflected in Table A-2, the Town’s net position increased $367 during the 2015 fiscal year. The increase is a

result of excess revenues realized by the Business-type Activities.

Table A-2
Town of Addison's Changes in Net Position (000's)
Governmental Activities Business-type Activities Total
2015 2014 2015 2014 2015 2014
Revenues:
Program Revenues:
Charges for Services $ 5,022 $ 5,335 16,742 $ 16,451  $ 21,764 $ 21,786
Operating Grants & Contributions 158 - - - 158 -
Capital Grants & Contributions 26 19 1,026 7,661 1,052 7,680
General Revenues:
Property Taxes 20,385 19,485 - - 20,385 19,485
Other Taxes 22,443 22,041 - - 22,443 22,041
Other 773 744 614 (15) 1,387 729
Total Revenues 48,807 47,624 18,382 24,097 67,189 71,721
Expenses:
General Government 8,731 7,939 - - 8,731 7,939
Public Safety 16,821 15,765 - - 16,821 15,765
Development Services 1,032 932 - - 1,032 932
Streets 8,105 6,451 - - 8,105 6,451
Parks & Recreation 5,517 5,597 - - 5,517 5,597
Visitor Services 6,106 7,358 - - 6,106 7,358
Interest and Fiscal Charges
on Long-Term Debt 3,019 3,038 - - 3,019 3,038
Airport - - 5,894 6,027 5,894 6,027
Storm water - - 848 768 848 768
Water & Sewer Utility - - 10,749 10,317 10,749 10,317
Total Expenses 49,331 47,080 17,491 17,112 66,822 64,192
Increase (decrease) in net
position before transfers (524) 544 891 6,985 367 7,529
Transfers - (4,626) - 4,626 - -
Change in Net Position (524) (4,082) 891 11,611 367 7,529
Restated - (15,608) - (871) - (16,479)
Net Position - Beginning 132,672 152,362 85,538 74,798 218,210 227,160
Net Position - Ending $ 132,148 % 132,672 86,430% 85,538 $ 218,578 $ 218,210
. lllustration A-4
Illustration A-3 Total Expense by Activity
Total Sources of Revenue
34%
34%
i M Charges for Services
M Other Taxes
4 Property Taxes
/ M Grants & Contributions
\ / Al Puhlir Satery dWater ¥ Srwnr Lirility gGeneral Govemmnnt
2% _— 30% A streets M Visitor Services M Airport
Ararks & Rereation . ot and Chgs on ITD_dDswelopment Services
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Governmental Activities
Governmental activities decreased the Town of Addison’s net position by $524.
Business-Type Activities

The Town'’s business-type activities experienced an $891 increase in net position with the Airport Fund recording
an increase of $797, while the Utility Fund posted a decrease of $824, and the Storm Water Fund an increase of
$917. Of the Airport Fund’'s increase, $1,026 is attributed to capital grants for improvements at the Addison
Airport.

Financial Analysis of the Government Funds

Governmental funds — The focus of the Town of Addison’s governmental funds is to provide information on short-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing the Town’s
financing requirements. In particular, unassigned fund balance may serve as a useful measure of a government’s
net resources available for spending following the end of the fiscal year.

As of September 30, 2015, the Town’s governmental funds reported combined ending fund balances of $56,921,
a decrease of $7,306 compared to balances a year earlier. Of the ending balance, $11,271 or 16.0 percent is
unassigned and is available to the Town for future spending. Most of the remaining fund balance is restricted for
future capital projects ($40,902), promotion of tourism and hotel industry ($2,529), debt service ($831) or
committed for Economic Development ($753). Components of the net increase of total fund balance are:

¢ In the General Fund, expenditures totaled $31,981 compared to revenues of $32,092. Revenues decreased
$134 from the previous year. The decrease was due to receiving less sales taxes revenues due to a major
sales tax payer moving out of Addison. Expenditures increased $1,906 from the 2014 fiscal year. This
increase is primarily due to public safety ($806) and general government expenditures ($1,000).

e In the Hotel Fund, expenditures and transfers out to other funds totaled $6,666 compared to revenues of
$7,512. Fund revenues increased $331 from the previous year, due to an increase in non-property taxes.
Expenditures decreased $635 from fiscal year 2014 due in large part to the reduction in spending for the
fiscal year 2015.

e Capital project funds recorded a net decrease in fund balance of $4,316, primarily due to ongoing
expenditures for capital projects.

Proprietary funds - The Town of Addison’s proprietary funds provide the same type of information found in the
government-wide financial statements. Unrestricted net position of the Airport Fund at the end of the fiscal year
amounted to $3,502; the Utility Fund reported an unrestricted net position of $16,729, while the Stormwater Fund
reported an unrestricted net position of $2,891.
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General Fund Budgetary Highlights
Major differences between the original budget and the final amended budget are described below:

¢ Revenues were amended to recognize decreases in sales tax revenue ($803). In total, the amendments
resulted in a budget decrease of $804 in revenue and a decrease of $401 in expenditures. Allocations to
various departments were made that did not result in a net change to appropriations.

The adjustments resulted in decreasing budgeted revenue 3.0 percent and decreasing expenditures by 1.0
percent. The projected deficit of $4,853 (expenditures and other uses exceeding revenues) changed to a deficit of
$5,241. Fund balance actually decreased $3,904.

Capital Asset and Debt Administration

Capital assets — As detailed in Table A-3 below, the Town of Addison’s investment in capital assets for its
governmental and business-type activities as of September 30, 2015, totals $252,042 (net of accumulated
depreciation). This amount represents a $3,573 increase from the previous year and is attributed to investment in
new assets exceeding depreciation of existing assets. Projects that are in progress include the Belt Line Road
Utility Undergrounding, Pedestrian Connectivity, Midway Road Revitalization, and Addison Road Rehabilitation.
More information related to the Town’s capital assets can be found in Sections; I, D, 4 and lll, D of the Notes to
Financial Statements.

Table A-3
Town of Addison's Capital Assets
(Net of Depreciation) (000's)
Governmental Activities Business-type Activities Total
2015 2014 2015 2014 2015 2014

Land $ 66,245$% 66,233 $ 16,945$ 16,945 $ 83,190 $ 83,178
Buildings 9,993 10,566 8,435 7,676 18,428 18,242
Improvements other than Buildings 75,485 77,263 55,081 48,570 130,566 125,833
Machinery and Equipment 4,725 3,657 753 666 5,478 4,323
Construction in Progress 12,439 8,109 1,941 8,784 14,380 16,893
Total Capital Assets $ 168,887 $ 165,828 $ 83155$% 82,641 $ 252,042 $ 248,469

Long-term debt — At the end of the 2015 fiscal year, the Town of Addison had total bonded debt outstanding of
$112,019 as detailed in Table A-4. The Town did not issue new debt during 2015. The Town of Addison maintains
an underlying bond rating of “AAA” from Standard & Poor’'s and “Aal” from Moody’s. Several of the Town’s
outstanding debt issuances are insured. Because of the strength of the Town’s credit ratings, future bond sales
should obtain competitive bids with relatively low financing rates. More information related to the Town’s long-term
debt can be found in Section I, G of the Notes to Financial Statements.

Table A-4
Town of Addison's Outstanding Debt (000's)

Governmental Activities Business-type Activities Total
2015 2014 2015 2014 2015 2014
General Obligation Bonds $ 48,157 $% 45096 $ 1,805 $ 2,145  $ 49,962 $ 47,241
Certificates of Obligation 37,514 39,611 24,543 25,322 62,057 64,933

Total Debt Outstanding $ 85,671 % 84,707 $ 26,348 $ 27,467 $ 112,019% 112,174
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Economic Factors and Next Year's Budget and Rates

The development of the Town's budget is guided by several factors including the Town's strategic plan and
prevailing economic conditions. The fiscal year 2016 budget plan adopted by the City Council adheres to the
Town's financial policies and preserves the Town's strong financial position while providing excellent levels of
service. The annual budget is adopted within context of five-year financial plans for the General, Hotel, Airport,
and Utility funds. The long-term financial plans project operating revenues and expenses and changes in fund
balances related to the Town’s adopted financial policy to work to maintain a minimum 25% fund balance for
these funds.

Major programs in the general fund continue to focus on public safety, community development and parks to
ensure the high quality of life enjoyed by Addison citizens and visitors.

Revenues assumptions in the general fund are expected to follow the growth curve of job creation and economic
activity. Other revenues, such as property tax revenue and sales tax revenue, are forecasted using historical
results or specific calculations. Certified taxable property values in Addison totaled $4,036,723,767 for fiscal year
2015 which represented a 6.0 percent increase from the previous year. The property tax rate was increased from
$.5618 to $.5791 per $100 appraised value. Of the 2016 budget tax rate, $.3767 was levied for
operation/maintenance and $.2024 for debt service. (Note: The preceding tax rates are not reflected in $000’s of
dollars).

Sales tax collections for the Town were conservatively budgeted due to the loss of a major sales tax contributor
from the amount collected in 2014. After four consecutive years of increases in annual collections, sales tax
collections are projected to remain flat for fiscal year 2016.

Hotel occupancy tax collections increased 10 percent from the previous year. This represents four consecutive
years of increasing annual collections.

Requests for Information

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a
general overview of the Town of Addison’'s finances and to show the Town's accountability for the funds it
receives. Questions concerning any of the information provided in this report or requests for additional financial
information should be addressed to the following:

Town of Addison

Finance Department

P.O. Box 9010

Addison, TX 75001
Telephone: (972) 450-7098
Email: oriley@addisontx.gov
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Town of Addison, Texas
Basic Financial Statements

TOWN OF ADDISON
STATEMENT OF NET POSITION
SEPTEMBER 30, 2015

Primary Government

Governmental Business-Type
Activities Activities Total
ASSETS
Cash and Investments $ 64,912,897 $ 24,322,595 $ 89,235,492
Receivables, Net of Allowances for
Uncollectibles 5,281,751 2,530,890 7,812,641
Prepaid Items 267,357 - 267,357
Inventories, at Cost 63,176 - 63,176
Investment in Joint Venture 760,508 6,813,249 7,573,757
Capital Assets, Net of Accumulated
Depreciation
Land 66,245,287 16,945,437 83,190,724
Buildings 9,992,668 8,435,245 18,427,913
Improvements other than Buildings 75,485,047 55,080,649 130,565,696
Machinery and Equipment 4,725,327 752,848 5,478,175
Construction in Progress 12,439,161 1,941,489 14,380,650
Total Assets 240,173,179 116,822,402 356,995,581
DEFERRED OUTFLOWS OF RESOURCES
Deferred Charge on Refunding 364,646 26,452 391,098
Deferred Outflows on Pensions 2,458,079 142,810 2,600,889
Total Deferred Outflows of Resources 2,822,725 169,262 2,991,987
LIABILITIES
Accounts Payable and Accrued Liabilities 5,390,527 1,632,167 7,022,694
Intergovernmental Payable - 10,129 10,129
Customer Deposits 60,665 1,081,657 1,142,322
Non-Current Liabilities
Due within One Year 5,899,099 1,337,350 7,236,449
Due in More Than One Year 98,772,768 26,458,303 125,231,071
Total Liabilities 110,123,059 30,519,606 140,642,665
DEFERRED INFLOWS OF RESOURCES
Deferred Inflows on Pensions 724,572 42,096 766,668
Total Deferred Inflows of Resources 724,572 42,096 766,668
NET POSITION
Net Investment in Capital Assets 121,444,364 63,308,088 184,752,452
Restricted for:
Debt Service 555,279 - 555,279
Promotion of Tourism and Hotel Industry 2,529,271 - 2,529,271
Child Safety 190,635 - 190,635
Justice Administration 63,638 - 63,638
Court Technology 91,942 - 91,942
Building Security 176,512 - 176,512
Court Security 19,190 - 19,190
Public Safety 25,484 - 25,484
Unrestricted 7,051,958 23,121,874 30,173,832
Total Net Position $ 132,148,273 $ 86,429,962 $ 218,578,235

See accompanying notes to basic financial statements.
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Town of Addison, Texas
Basic Financial Statements

TOWN OF ADDISON
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Total Fund Balances - Governmental Funds $ 56,920,613

The Town uses internal service funds to charge the costs of certain activities such as replacement of

capital assets and information technology to appropriate functions in other funds. The assets and

liabilities of the internal service funds are included in governmental activities in the government-wide

statement of net position. The effect of this consolidation is to increase net position. 10,438,339

Capital assets used in governmental activities, including infrastructure and developer contributions,

are not financial resources and therefore are not reported in fund financial statements. Capital assets

of $164,350,330, net of accumulated depreciation of $108,498,447, exclusive of the capital assets of

internal service funds with a net carrying value of $ 4,537,160 , included above, increased net position in

the government-wide financial statements. 164,350,330

Investments in Joint Venture are not financial resources and are not reported in the fund financial
statements. Investments in Joint Venture of $ 760,508 increased net position in the government-wide
financial statements. 760,508

Deferred losses on refundings of debt have been reflected net of amortization in the government-wide
financial statements. 364,646

Bonds payable, contractual obligations, and related premium and discount amounts have

not been included in the fund financial statements. (85,671,168)
Accrued liabilities for compensated absences have not been reflected in the fund financial statements. (900,910)
Net OPEB obligation is not reflected in the fund financial statements. (465,473)
Deferred outflows on pension costs, net of amortization, are not reflected in fund financial statements 2,458,079
Deferred inflows on pension costs, net of amortization, are not reflected in fund financial statements (724,572)
Net pension liability is not reflected in fund financial statements (17,634,316)

Interest payable on outstanding debt is accrued in the government-wide financial statements, whereas
in the fund financial statements an interest expenditure is reported when due. The effect of recording
accrued interest is to decrease net position. (395,968)

Revenue from property taxes, sales taxes, franchise fees, court bonds, ambulance billing, and

intergovernmental grants is a deferred inflow in the fund financial statements until it is considered

available to finance current expenditures, but such revenues are recognized when assessed, net of an

allowance for uncollectible accounts, in the government-wide statements. 2,648,165

Net Position of Governmental Activities $ 132,148,273

See accompanying notes to basic financial statements.
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Town of Addison, Texas
Basic Financial Statements

TOWN OF ADDISON
RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF
REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2015

Total Net Change in Fund Balances - Governmental Funds $ (7,305,674)

The Town uses internal service funds to charge the costs of certain activities such as replacement of

capital assets and information technology to appropriate functions in other funds. The revenues and

expenses of the internal service funds are included in governmental activities in the government-wide

statement of activities. The effect of this consolidation is to increase net position. 694,771

Current year capital outlays are expenditures in the fund financial statements, but they are shown as
increases in capital assets in the government-wide financial statements. Developer contributions are
recorded as capital grants and contributions in the government-wide financial statements. The effect
of removing the capital outlays and recording the developer contributions is to increase net position. 8,248,806

Depreciation is not recognized as an expense in governmental funds since it does not require the use
of current financial resources. The effect of recording the current year's depreciation is to decrease
net position. (6,501,843)

The issuance of long term debt increases the current financial resources of governmental funds while
the repayment of the principal of long term debt consumes the current financial resources of
governmental funds, but both have no effect on net position. The amortization of prepaid insurance
associated with the issuance of long-term debt, bond premiums, bond discounts, and deferred

gain/loss on refunding of long term debts is reported in the statement of activities but does not require
the use of current financial resources. Therefore the effect of the amortization of these various items are
not reported in the statement of revenues, expenditures, and changes in fund balance. This amount
represents the increase(decrease) in net position of the following:

Bond repayments 5,473,152
Amortization 200,175 5,673,327

The change in compensated absences liability is not shown in the fund financial statements. The net
effect of the current year's decrease in liability is to increase net position. (80,041)

The change in the net OPEB obligation is not shown in the fund financial statements. The effect of
recording the increase in liability is to decrease net position. (36,483)

Interest is accrued on outstanding debt in the government-wide financial statements, whereas in the
fund financial statements an interest expenditure is reported when due. The effect of recording the
decrease in accrued interest is to increase net position. 198,973

Increase in pension liability and amortization of pension costs decrease net position (916,888)
Revenue from property taxes, sales taxes, franchise fees, court bonds, ambulance billing, and

intergovernmental grants not recognized in fund financial statements on the modified accrual basis is

recognized on the accrual basis in the government-wide financial statements. (498,930)

Change in Net Position of Governmental Activities $ (523,982)

See accompanying notes to basic financial statements.
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Town of Addison, Texas

Basic Financial Statements

General Fund

Statement of Revenues, Expenditures, and Changes in Fund Balances

Budget and Actual
Year Ended September 30, 2015

2015
Variance With
Final Budget
Budget Actual GAAP Positive
Original Final Basis (Negative)

REVENUES:
Ad Valorem Taxes $ 11,736,390 $ 11,736,390 $ 11,378,975 $ (357,415)
Non-Property Taxes 14,320,000 13,391,275 14,215,555 824,280
Franchise Fees 2,627,000 2,887,000 2,828,420 (58,580)
Licenses and Permits 740,000 740,000 1,011,223 271,223
Service Fees 1,443,500 1,403,500 1,507,653 104,153
Fines and Forfeitures 900,000 700,000 725,189 25,189
Earnings on Investments 20,000 50,000 69,431 19,431
Rental Charges 250,000 250,000 236,667 (13,333)
Recycling Proceeds 24,000 24,000 10,403 (13,597)
Other 25,000 100,000 108,504 8,504
Total Revenues 32,085,890 31,282,165 32,092,020 809,855
EXPENDITURES:
General Government 7,725,574 7,917,927 7,654,051 263,876
Public Safety 16,827,332 16,411,780 16,677,666 (265,886)
Development Services 1,125,030 1,211,290 1,090,973 120,317
Streets 2,037,535 1,962,447 1,803,139 159,308
Parks and Recreation 5,193,405 5,004,266 4,755,341 248,925
Total Expenditures 32,908,876 32,507,710 31,981,170 526,540

Excess (deficiency) of

revenues

over expenditures (822,986) (1,225,545) 110,850 1,336,395
OTHER FINANCING
SOURCES/(USES):
Transfers Out (4,030,000) (4,015,000) (4,015,000) -
Total Other Financing
Sources/(Uses) (4,030,000) (4,015,000) (4,015,000) -
Net Change in Fund Balance (4,852,986) (5,240,545) (3,904,150) 1,336,395
Fund Balances at Beginning of Year,
as Restated 15,506,011 15,506,011 15,506,011 -
Fund Balances at End of Year $ 10,653,025 $ 10,265,466 $ 11,601,861 $ 1,336,395

See accompanying notes to basic financial statements.
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Town of Addison, Texas
Basic Financial Statements

Hotel Fund

Statement of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual
Year Ended September 30, 2015

REVENUES:

Hotel/Motel Occupancy Taxes
Proceeds from Special Events
Earnings on Investments
Rental Charges

Other

Total Revenues

EXPENDITURES:
Visitor Services
Visit Addison
Conference Centre
Marketing

Special Events
Performing Arts
Total Expenditures

Excess/(Deficiency) of Revenues
over Expenditures

OTHER FINANCING SOURCES/(USES):

Transfer to Debt Service Fund

Net Change in Fund Balance

Fund Balances at Beginning of Year

Fund Balances at End of Year

See accompanying notes to basic financial statements.

2015
Variance With
Final Budget
Budget Actual GAAP Positive
Original Final Basis (Negative)
5,439,311 $ 5,839,311 $ 5,512,956 $ (326,355)
1,400,000 1,350,000 967,659 (382,341)
5,000 5,000 7,376 2,376
983,750 1,033,750 964,722 (69,028)
5,000 5,000 59,334 54,334
7,833,061 8,233,061 7,512,047 (721,014)
- 71,500 36,304 35,196
847,992 847,992 765,288 82,704
1,178,942 1,178,942 959,140 219,802
975,889 975,889 872,579 103,310
2,358,050 2,358,050 2,279,532 78,518
551,521 551,521 542,067 9,454
5,912,394 5,983,894 5,454,910 528,984
1,920,667 2,249,167 2,057,137 (192,030)
(1,211,082) (1,211,082) (1,211,082) -
709,585 1,038,085 846,055 (192,030)
1,194,674 1,194,674 1,194,674 -
1,904,259 $ 2,232,759 $ 2,040,729 $ (192,030)
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Town of Addison, Texas
Basic Financial Statements

ASSETS:

Current Assets:
Cash and Investments
Interest Receivable
Accounts Receivable, Net

Total Current Assets

Non-Current Assets:

Capital Assets:
Land
Buildings
Improvements other than Buildings
Machinery and Equipment
Accumulated Depreciation

Total Capital Assets, Net of

Accumulated Depreciation

Construction in Progress

Net Property, Plant, and Equipment

Investment in Joint Venture
Total Assets

DEFERRED OUTFLOWS OF RESOURCES:
Deferred Charge on Refunding
Deferred Outflows on Pension Costs

Total Deferred Outflows of Resources

LIABILITIES:

Current Liabilities:
Accounts Payable and Accrued Liabilities
Accrued Interest Payable
Current Compensated Absences Payable
Current Maturities of Long-Term Debt
Intergovernmental Payable
Customer Deposits

Total Current Liabilities

Non-Current Liabilities:
Compensated Absences, Net of Current Portion
Long-Term Debt, Net of Current Portion

Total Liabilities

DEFERRED INFLOWS OF RESOURCES:
Deferred Inflows on Pension Costs

NET POSITION:
Net Investment in Capital Assets
Unrestricted

Total Net Position

See accompanying notes to basic financial statements.

Proprietary Funds
Statement of Net Position
September 30, 2015

Business Type Activities - Enterprise Funds

Governmental
Activities

Airport Utility Stormwater Total Internal Service
4,124,027 $ 10,489,605 $ 9,708,963 24,322,595 $ 5,902,866
2,499 7,120 6,552 16,171 3,945
77,578 2,186,634 250,507 2,514,719 -
4,204,104 12,683,359 9,966,022 26,853,485 5,906,811
15,633,373 1,312,064 - 16,945,437 -
2,600,302 8,069,661 - 10,669,963 -
53,872,596 44,780,829 50,000 98,703,425 -
1,536,031 2,049,785 - 3,585,816 15,096,884
(22,580,860) (26,108,352) (1,250) (48,690,462) (11,225,495)
51,061,442 30,103,987 48,750 81,214,179 3,871,389
424,472 1,457,991 59,026 1,941,489 665,771
51,485,914 31,561,978 107,776 83,155,668 4,537,160
- 6,813,249 - 6,813,249 -
55,690,018 51,058,586 10,073,798 116,822,402 10,443,971
26,452 - - 26,452 -

- 142,810 - 142,810 -

26,452 142,810 - 169,262 -
475,730 793,676 $ 85,209 1,354,615 $ 5,632
16,940 223,562 34,677 275,179 -

- 2,373 - 2,373 -

517,500 549,850 270,000 1,337,350 -
10,129 - - 10,129 -
199,598 882,059 - 1,081,657 -
1,219,897 2,451,520 389,886 4,061,303 5,632
- 56,257 - 56,257 -
4,477,330 15,131,598 6,793,118 26,402,046 -
5,697,227 17,639,375 7,183,004 30,519,606 5,632
- 42,096 - 42,096 -
46,517,536 16,790,552 - 63,308,088 4,537,160
3,501,707 16,729,373 2,890,794 23,121,874 5,901,179
50,019,243 $ 33,519,925 $ 2,890,794 86,429,962 $ 10,438,339



Town of Addison, Texas
Basic Financial Statements

Proprietary Funds
Statement of Revenues, Expenses, and Changes in Fund Net Position
Year ended September 30, 2015

Governmental
Business Type Activities - Enterprise Funds Activities
Airport Utility Stormwater Total Internal Service
OPERATING REVENUES:
Water $ - % 5,678,134 $ - $ 5,678,134 $ -
Sewer - 4,436,230 - 4,436,230 -
Drainage - - 1,729,899 1,729,899 -
Penalties - 64,949 - 64,949 -
Water and Sewer Taps and Other Fees - 12,580 - 12,580 -
Fuel Flowage Fees 829,044 - - 829,044 -
Customs Agent Fees 61,379 - - 61,379 -
Rental Charges 4,248,056 - - 4,248,056 -
Other Income 512,888 1,200 - 514,088 -
Department Contributions - - - - 1,550,000
Total Operating Revenues 5,651,367 10,193,093 1,729,899 17,574,359 1,550,000
OPERATING EXPENSES:
Salaries and Fringe Benefits 318,036 1,329,625 72,315 1,719,976 -
Supplies 58,326 132,338 946 191,610 337
Maintenance and Materials 2,520,508 415,013 803 2,936,324 -
Contractual Services 1,080,580 1,169,152 510,195 2,759,927 28,313
Water Purchases - 3,223,750 - 3,223,750 -
Wastewater Purchases - 2,496,828 - 2,496,828 -
Total Operating Expenses (Excluding Depreciation) 3,977,450 8,766,706 584,259 13,328,415 28,650
Depreciation 1,778,693 1,290,594 1,250 3,070,537 864,189
Total Operating Expenses 5,756,143 10,057,300 585,509 16,398,952 892,839
OPERATING INCOME/(LOSS) (104,776) 135,793 1,144,390 1,175,407 657,161
NON-OPERATING REVENUES/(EXPENSES):
Investment Income/(Expense) 13,588 48,098 39,242 100,928 25,610
Sale of Assets - - - - 12,000
Gain/(Loss) on Joint Venture - (251,226) - (251,226) -
Interest Expense and Fiscal Charges (137,468) (756,191) (266,218) (1,159,877) -
Total Non-Operating Revenues/(Expenses) (123,880) (959,319) (226,976) (1,310,175) 37,610
NET INCOME/(LOSS) BEFORE TRANSFERS
AND CAPITAL GRANTS AND CONTRIBUTIONS (228,656) (823,526) 917,414 (134,768) 694,771
Capital Grants and Contributions 1,025,835 - - 1,025,835 -
CHANGE IN NET POSITION 797,179 (823,526) 917,414 891,067 694,771
Net Position at Beginning of Year, as Restated 49,222,064 34,343,451 1,973,380 85,538,895 9,743,568
Net Position at End of Year $ 50,019,243 $ 33,519,925 $ 2,890,794 $ 86,429,962 $ 10,438,339

See accompanying notes to basic financial statements.
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Town of Addison, Texas
Basic Financial Statements

Proprietary Funds
Statement of Cash Flows

Year Ended September 30, 2015

Business-Type Activities - Enterprise Funds

Governmental
Activities

Airport Utility Stormwater Total Internal Service
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received from Customers $ 6,090,069 $ 9,857,119 $ 1,733,385 $ 17,680,573 $ 1,550,000
Payments to Suppliers (3,646,133) (6,557,424) (474,326) (10,677,883) (139,051)
Payments to Employees for Services (318,036) (2,287,326) (72,315) (2,677,677) -
Net Cash Provided/(Used) by Operating Activities 2,125,900 1,012,369 1,186,744 4,325,013 1,410,949
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Acquisition and Construction of Capital Assets (388,195) (1,818,648) (109,026) (2,315,869) (2,630,411)
Principal Paid on Long-Term Debt (445,000) (381,848) (265,000) (1,091,848) -
Interest and Fiscal Charges Paid on Long-Term Debt (138,767) (731,446) (283,439) (1,153,652) -
Proceeds from Sale of Capital Assets - - - - 12,000
Net Cash Provided/(Used) by Capital and Related
Financing Activities (971,962) (2,931,942) (657,465) (4,561,369) (2,618,411)
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest on Cash and Investments 13,009 48,980 38,600 100,589 26,249
Net Cash Provided/(Used) by Investing Activities 13,009 48,980 38,600 100,589 26,249
Net Increase/(Decrease) in Cash and Cash Equivalents 1,166,947 (1,870,593) 567,879 (135,767) (1,181,213)
Cash and Cash Equivalents, October 1 2,957,080 12,360,198 9,141,084 24,458,362 7,084,079
Cash and Cash Equivalents, September 30 $ 4,124,027 $ 10,489,605 $ 9,708,963 $ 24,322,595 $ 5,902,866
Reconciliation of Income/(Loss) from Operations
to Net Cash Provided/(Used) by Operating Activities:
Operating Income/(Loss) $ (104,776) $ 135,793 $ 1,144,390 $ 1,175,407 $ 657,161
Adjustments to Reconcile Income/(Loss) from Operations
to Net Cash Provided/(Used) by Operating Activities:
Depreciation 1,778,693 1,290,594 1,250 3,070,537 864,189
Change in Assets and Liabilities:
(Increase)/Decrease in Accounts Receivables 446,334 (517,466) 3,486 (67,646) -
Increase/(Decrease) in Accounts Payable 13,281 64,766 37,618 115,665 (110,401)
Increase/(Decrease) in Customer Deposits (7,632) 38,682 - 31,050 -
Net Cash Provided/(Used) by Operating Activities $ 2,125,900 $ 1,012,369 $ 1,186,744 $ 4,325,013 $ 1,410,949
NON-CASH CAPITAL AND RELATED FINANCING ACTIVITIES:
Capital Grants and Contributions $ 893,242 $ - $ - $ 893,242 $ -
Gain/(Loss) of Joint Venture - (251,226) - (251,226) -
Net Non-Cash Items from Capital and Related
Financing Activities $ 893,242 $ (251,226) $ -8 642,016 $ -

See accompanying notes to basic financial statements.
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NOTES TO FINANCIAL STATEMENTS
September 30, 2015

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of the Town of Addison, Texas (“Town”), relating to the funds included in
the accompanying financial statements, conform to the generally accepted accounting principles applicable to
state and local governments. The following represent the more significant accounting and reporting policies and
practices used by the Town.

A. Reporting Entity

The Town is a municipal corporation incorporated on June 15, 1953, under the Constitution of the State of Texas
(Home Rule Amendment). The Town'’s charter was last amended in November 2010. The Town operates as a
Council-Manager form of government and provides such services as are authorized by its charter to advance the
welfare, health, comfort, safety, and convenience of the Town and its inhabitants.

The Town is a financial reporting entity as defined by GASB Statement No. 14, “The Financial Reporting Entity,”
as amended by GASB Statement No. 61 “The Financial Reporting Entity: Omnibus: an amendment of GASB
Standards No. 14 and No. 34.” As required by generally accepted accounting principles (GAAP), the Town’s
financial statements include all required activities relating to the Town and its operations. In accordance with the
standards, the Town does not have component units requiring inclusion.

B. Basic Financial Statements

The basic financial statements include both government-wide financial statements (based on the Town as a
whole) and fund financial statements. Both sets of financial statements classify activities as either governmental
activities, which are supported by taxes and intergovernmental revenues, or business-type activities, which rely
on fees and charges for support.

The government-wide Statement of Activities demonstrates the degree to which the direct expenses of a given
function are offset by program revenues. Direct expenses are clearly identifiable with a specific function.
Program revenues include charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function and grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental and proprietary funds. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund financial
statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.
“Measurement focus” refers to what is being measured, and “basis of accounting” refers to the timing of revenue
and expenditure recognition in financial statements. The government-wide financial statements and the
proprietary funds are reported using the economic resources measurement focus and the accrual basis of
accounting. Revenues are reported when earned, and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenue in the year in which they
are levied.

The governmental funds are accounted for using a current financial resources measurement focus and the
modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues are recorded
when susceptible to accrual (i.e., both measurable and available). "Measurable" means the amount of the
transaction can be determined and "available" means collectible within the current period or soon enough
thereafter to be used to pay liabilities of the current period.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Town considers all revenues available if they are collected within thirty (30) days after year-end.
Expenditures are recognized when the related fund liability is incurred, if measurable, except for principal and
interest on general long-term debt, which are recorded when due, and compensated absences, which are
recorded when payable from currently available financial resources.

Ad Valorem (property), sales, and hotel taxes, as well as franchise fees, recorded in the General Fund and Ad
Valorem tax revenues recorded in the Economic Development Fund and General Obligation Debt Service Fund
are recognized under the susceptible to accrual concept. Licenses and permits, charges for services, fines and
forfeitures, and miscellaneous revenues (except earnings on investments) are recorded as revenues when
received in cash because they are generally not measurable until actually received. Investment earnings are
recorded as earned since they are measurable and available.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are charges between the Town’s airport and utility functions and
various other functions of the Town, and charges of the internal service funds to the Airport and Utility funds.
Elimination of these charges would distort the direct costs and program revenues reported for the various
functions concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided; 2) operating grants and contributions; and 3) capital grants and contributions, including
special assessments. Internally dedicated resources are reported as general revenues rather than as program
revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services or producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating expenses of the Town’s enterprise funds
and internal service funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as non-operating revenues and
expenses.

The Town reports the following major governmental funds:

General Fund — The General Fund is used to account for all financial resources traditionally associated with
government which are not required legally or by sound financial management to be accounted for in another
fund. Revenues which are not allocated by law or contractual agreement to other funds are accounted for in
this fund.

Hotel Fund — The Hotel Fund is used to account for tax revenues received from local hotels. Expenditures
must fall within the guidelines set forth in the Texas Hotel Occupancy Tax Act (Article 1269: Vernon's Texas
Civil Statutes).

General Obligation Debt Service Fund — The General Obligation Debt Service Fund accounts for the
accumulation of resources to be used for the payment of principal and interest on the general obligation
bonded debt of the Town.

Hotel Debt Service Fund — The Hotel Debt Service Fund accounts for the accumulation of resources to be
used for the payment of principal and interest on the Hotel Occupancy Tax Revenue certificates of obligation.

Capital Projects Fund — The Capital Projects Fund is used to account for financial resources related to the
acquisition, construction, or improvements of major capital assets.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Additionally, the Town reports the following non-major governmental funds:
Municipal Court Fund — The Municipal Court Fund accounts for the Town’s court building security and

technology fees that are generated from court citation fines. According to state law, the revenue generated
from these fees may only be spent on the municipal court function.

Public Safety Fund — The Public Safety Fund accounts for awards of monies or property by the courts relating
to cases that involve the Addison Police Department. In prior years, this fund was classified as an
expendable trust fund.

Advanced Funding Grant Fund — The Advanced Funding Grant Fund accounts for grant monies that are
received prior to the related expenditure, and therefore the fund may carry a balance from year to year if the
Town does not expend the monies within the fiscal year.

Economic Development Fund — The Economic Development Fund accumulates resources to support efforts
that attract commercial enterprises to Addison and encourage existing businesses to remain in Addison.

Reimbursement Grant Fund — The Reimbursement Grant Fund accounts for expenditures for which the Town
expects to be reimbursed. For any reimbursements not received prior to the fiscal year end, the Town will
record a receivable. Amounts not received within 30 days of the fiscal year end are reported as deferred
revenue.

The Town reports the following major proprietary funds:

Airport Fund — The Airport Fund accounts for all revenue generated by the Town’s general aviation airport.
The Town is required to spend this revenue on airport functions. The airport’s operating, maintenance, and
capital expenses are supported solely by airport income.

Utility Fund — The Utility Fund provides water and sewer services to the residents and businesses of the
Town. All activities necessary to provide such services are accounted for in this fund including, but not limited
to, administration, operations, maintenance, financing and related debt service, and billing.

Stormwater Fund - The Town's Stormwater Fund is financed and operated in a manner similar to private
business enterprises, where costs of providing the services to the public are financed primarily through user
charges. All operating, maintenance, and capital expenses are supported solely by the approved user fees.

Additionally, the Town reports the following internal service funds:

Capital Replacement Fund — The Capital Replacement Fund is used to accumulate sufficient resources to
replace existing capital equipment that have reached or exceeded their useful lives. Resources are acquired
through charges to operating departments in the funds. The charges are calculated using a straight-line
amortization of each piece of equipment based upon the item’s expected life. The funds are used to finance
replacement equipment when needed.

Information Technology Replacement Fund — The Information Technology Replacement Fund is used to
accumulate sufficient resources to replace existing information technology systems. Resources are acquired
through charges to operating departments in the funds. The charges are calculated using a straight-line
amortization of each component of a system based upon the component’s expected life. The funds are used
to finance replacement equipment when needed.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Assets, Liabilities, Deferred Inflows/Outflows of Resources, and Net Position or Equity

1) Cash and Investments

The Town'’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition. To maximize investment
opportunities, all funds participate in a pooling of cash and investments.

Statutes authorize the Town to invest in obligations of the U.S. Treasury, agencies and instrumentalities;
obligations of the State of Texas and related agencies; obligations of state, agencies, counties, cities and other
political subdivisions of any state rated A or above by Standard & Poor’'s Corporation or Moody’s Investors
Service; certificates of deposit issued by state or national banks and savings banks domiciled in Texas; fully
collateralized direct repurchase agreements; prime domestic banker’'s acceptances (BA'’s); commercial paper with
a stated maturity of 180 days or less and a rating of not less than A-1+ or its equivalent; and state or local
government investment pools.

Investments for the Town are reported at fair value. Fair value is the amount at which a financial instrument could
be exchanged in a current transaction between willing parties. The Town considers quoted market price at
September 30, 2015 to be the fair value of investments. The government investment pools, TexPool and
TexSTAR, operate in accordance with state laws and regulations. The reported value of the pool is the same as
the fair value of pool shares.

2) Receivables and Payables

All receivables for the Town are reported net of an allowance for uncollectibles. The allowances are based on
historical collections data and evaluated periodically.

The Town'’s property tax lien is levied each October 1 on the assessed value listed as of the prior January 1 for all
real and business personal property located in the Town. Values are assessed at 100% of the estimated market
value. Taxes are due by January 31 following the October 1 levy date and are considered delinquent after
January 31 of each year. Taxes unpaid as of February 1 are subject to penalty and interest as the City Council
provides by ordinance.

3) Inventories and Prepaid Items

In accordance with the consumption method of accounting, both inventories and prepaid items are recorded as
expenditures when consumed rather than when purchased.

Inventories are stated at cost. Cost is determined for inventories of supplies and fuel using the moving-average
method.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid in

the government-wide and fund financial statements. The prepaid items of the Town consist primarily of prepaid
software licensing agreements, health insurance premiums, and postage.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

4) Capital Assets

Capital assets include land, buildings, equipment, and improvements. Improvements include upgrading facilities
other than buildings such as streets or sewers and infrastructure, including pavement, storm sewers, and right-of-
way contributed by developers. Capital expenditures are defined as purchases that meet specific guidelines as
listed below:

o Expected useful life must be one year or more.

e Original unit cost of the item should be $5,000 or greater and includes all costs enabling the item into
operation, such as freight, installation, and accessories.

e The item should not be consumed, unduly altered, or materially reduced in value immediately by use.

o Bulk purchases of smaller equipment with a useful life of at least one year will be capitalized if the total
amount of the purchase exceeds $25,000.

The Land and Improvements other than Buildings categories associated with governmental activities include
amounts for infrastructure. Related accumulated depreciation of Improvements other than Buildings includes
amounts associated with infrastructure. Subsequently, infrastructure is tracked and reported as a separate
component of general capital assets associated with governmental activities.

The internal service funds may record assets that have an original cost of $5,000 or less as assets are considered
part of an overall system. Individual items may be retired and replaced as parts of the larger system.

Contributed assets are recorded at fair market value as of the date donated. Depreciation of property, plant, and
equipment by major classes is provided by the straight-line method based on the following estimated useful lives
by major class of depreciable capital assets:

2T 1] o 1T T OSSR 50 years
Improvements other than BUildingS..........ccoiiiiii i e e 20-50 years
[0 1] . =T o 3-50 years

Depreciation of current year additions and retirements is computed at one-half the straight-line rate.

5) Compensated Absences

Vacation, holiday, and sick pay costs are charged to operations when taken by the employees of the Town. In the
event of termination, an employee is reimbursed for all accumulated vacation and holiday days not exceeding two
years’ accumulation. The amounts of such liabilities have been provided for in the government-wide financial
statements. No reimbursements upon termination are made for accumulated sick leave; accordingly, no liability
for unused sick leave has been provided. The Town'’s liability for compensated absences increased $93,593 for a
total liability of $959,540.

6) Grants and Contributions

Included in capital grants and contributions in the government-wide financial statements is $1,025,835 of capital
contributions for improvements at the Addison Airport and $158,253 for improvements at Vitruvian Park.
Operating grants included $25,806 of funding for general government initiatives.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

7) Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position and/or balance sheet will sometimes report a
separate section for deferred outflows of resources. This separate financial statement element, deferred
outflows of resources, represents a consumption of net position that applies to a future period(s) and so
will not be recognized as an outflow of resources (expense/expenditure) until then. The Town has the
following items that qualify for reporting in this category.

o Deferred charges on refundings — A deferred charge on refunding results from the difference in
the carrying value of refunded debt and its reacquisition price. This amount is deferred and
amortized over the shorter of the life of the refunded or refunding debt.

e Pension contributions after measurement date — These contributions are deferred and recognized
in the following fiscal year.

e Difference in projected and actual earnings on pension assets — This difference is deferred and
amortized over a closed five year period.

In addition to liabilities, the statement of financial position and/or balance sheet will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and so will not be recognized
as an inflow of resources (revenue) until that time. The Town has only one type of item that qualifies for reporting
in this category. The difference in expected and actual pension experience is deferred and recognized over the
estimated average remaining lives of all members determined as of the measurement date.

8) Fund Equity

The Town reports governmental fund balances per GASB 54 definitions as follows:

Nonspendable — Amounts that are not in spendable form or are required to be maintained intact, such as
inventory or prepaid amounts or that are legally or contractually required to remain intact

Restricted — Amounts that can be spent only for specific purposes stipulated by external parties, such as
grants, court technology fees, and court building security fees or that are imposed by law through
constitutional provisions or enabling legislation

Committed — Amounts whose use is constrained by specific limitations that the Town imposes itself, as
determined by a resolution by the Town Council, such as economic development funding

Assigned — Amounts intended to be used for specific purposes. Intent may be expressed by the governing
body or by an official or body to which the governing body delegates the authority. The City Council has
delegated the CFO or his designee as the official authorized to assign fund balance for a specific purpose as
approved by the fund balance policy.

Unassigned — Amounts not contained in other classifications that can be used for any purpose

Governmental Funds fund balances classified as restricted are balances with constraints placed on the use of
resources by creditors, grantors, contributors or laws or regulations of other governments. Fund balances
classified as committed can only be used for specific purposes pursuant to constraints imposed by the City
Council through an ordinance or resolution. Assigned fund balances are constrained by intent to be used for
specific purposes but are neither restricted nor committed. Assignments are made by Town management based
on Council direction.

The Town will utilize funds for expenditures from the most restrictive fund balance first when more than one fund
balance classification is available.
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9) Minimum Fund Balance Policy

It is the desire of the Town to maintain adequate General Fund fund balance to maintain liquidity and in
anticipation of economic downturns or natural disasters. The City Council has adopted a financial standard to
maintain a General Fund minimum fund balance of 25 percent of budgeted expenditures.

10) Net Position

Net position represents the difference between assets and liabilities. Net investment in capital assets consists of
capital assets net of accumulated depreciation and the outstanding balances of any borrowing spent for the
acquisition, construction or improvements of those assets. Net position is reported as restricted when there are

limitations imposed on their use either through the enabling legislation adopted by the Town or through external
restrictions imposed by creditors, grantors or laws or regulations of other governments.

II. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgetary Information

Budget Policy — The City Council follows these procedures in establishing the budget reflected in the financial
statements:

1) Prior to August 1 each year, the City Manager submits to the City Council a proposed budget for the fiscal
year beginning on the following October 1. The operating budget includes proposed expenditures and
the means to finance them.

2) Public hearings are conducted where all interested persons’ comments concerning the budget are heard.

3) The budget is legally enacted by the City Council through passage of an ordinance prior to the beginning
of the fiscal year.

4) The department level is the legal level of control enacted by the Town Charter. The Town has also
adopted a budget amendment policy delineating responsibility and authority for the amendment process.
Transfers between expenditure accounts in one department may occur with the approval of the Chief
Financial Officer. Transfers between operating departments may occur with the approval of the City
Manager and Chief Financial Officer provided a department’s total budget is not changed by more than
five percent. Transfers between funds or transfers between departments that change a department’s
total budget by more than five percent must be accomplished by budget amendment approved by the City
Council. Budget amendments calling for new fund appropriations must also be approved by the City
Council.

Budgetary control is maintained at the individual expenditure account level by the review of all requisitions
of estimated purchase amounts prior to the release of purchase orders to vendors.

5) Budgets for the General, Special Revenue, and Debt Service funds are adopted on a basis consistent
with generally accepted accounting principles (GAAP). Budgets for the Capital Project funds are normally
established pursuant to the terms of the related bond indentures, that is, project basis. Accordingly, no
comparison of budget to actual is presented in the financial statements.
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II. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (CONTINUED)

Budget Data — The budget amounts presented in the statements reflect original and amended budget amounts.
During the fiscal year, one budget amendment was approved by the City Council. In the General Fund, Non-
Property Tax revenue was decreased $928,725 due to the loss of a major sales tax contributor. Franchise fee
revenue was increased $195,000, as amounts received related to gas franchise fees exceeded the budgeted
amount.  Miscellaneous revenues were decreased $70,000 each due to lower than anticipated activity in these
accounts. The City Manager Office budget was increased $249,994 due to a retirement of former City Manager
and hiring of Interim City Manager. The City Council Projects ($144,133) and Development Services ($131,000),
budgets were increased related to COSO initiatives and new code enforcement positions funding in fiscal year
2015. This budget amendment included departmental savings of $401,166 due to departments delaying
spending for noncrucial operations and vacant positions not filled by the end of fiscal 2015.

Excess of Expenditures over Appropriations — For the year ended September 30, 2015, expenditures in the
General Fund - Police exceeded appropriations by $58,930 due to increased salaries and overtime associated
with high department turnover and unanticipated legal expenditures. Also for the General Fund, expenditures in
Combined Services exceeded appropriation by $97,583 due to the implementation of several COSO initiatives
Town-wide, as directed by Council. Available fund balance was sufficient to provide for the excess expenditures.

Encumbrance accounting is employed in governmental funds.

[ll. DETAILED NOTES ON ALL FUNDS

A. Cash and Investments

The Town has six bank accounts: the Operating Account, Controlled Disbursement Account, Payroll Account,
ACH/Wire Account, Benefits Account, and the Addison Airport Account. The Controlled Disbursements and
Payroll accounts are zero-balance accounts. The ACH/Wire Account is used for all receipts and expenditures
made by ACH or wire transfer. The Town uses the Operating Account as an operating pool available for all funds.
Each fund type’s portion of this pool is reported on the Combined Balance Sheet as “Cash and Investments.” The
other demand accounts are reported in the same manner. The Addison Airport account is a checking account
used by the management companies at the Airport to cover operational expenses.

The investment policies of the Town are governed by state statutes and an Investment Policy Ordinance adopted
by the City Council. Major provisions of the Town’s investment policy include: responsibility for investments,
authorized investments, bank and security dealer selection and qualifying procedures, safekeeping and custodial
procedures, statement of investment objectives, and investment reporting procedures.

Cash

State statutes require that all deposits in financial institutions be fully collateralized by U.S. Government
obligations or its agencies and instrumentalities or direct obligations of Texas or its agencies or instrumentalities
that have a market value of not less than the principal amount of the deposits. The Town’s deposits were fully
insured or collateralized as required by the state statutes at September 30, 2015. Included in Cash and
Investments is $5,925 of petty cash. At year-end, the carrying amount of the Town’'s deposits was a debit
balance of $37,275,334. The respective bank balance totaled $40,193,543. In addition, collateral with a market
value of $43,298,730 and unused letters of credit in the amount of $18,827,364 were held by the pledging
financial institution’s account at the Federal Reserve Bank in the Town’s name.

In order to maximize interest earnings, the Town utilizes a controlled disbursement account that allows the Town

to deposit only as much money needed to fund checks presented for payment each day. The amount required is
withdrawn from the operating pool.
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External Investment Pools

The Town’s pool investments as of September 30, 2015 were invested in TexPool and TexSTAR (Texas Short
Term Asset Reserve program).

Federated Investors is the full service provider for the TexPool program. As the provider, the responsibilities
include managing the assets, providing participant services, and arranging for all custody and other functions in
support of the operations under a contract with the State Comptroller of Public Accounts. JPMorgan Fleming
Asset Management, Inc. and First Southwest Asset Management, Inc. serve as co-administrators for TexSTAR
under an agreement with the TexSTAR board of directors. JPMFAM provides investment management, fund
accounting, transfer agency and custodial services, and FSAM provides administrative, marketing and participant
services.

TexPool and TexSTAR are not registered with the Securities and Exchange Commission (SEC) as investment
companies. TexPool and TexSTAR are investment pools that have been organized in conformity with the
Interlocal Cooperation Act, Chapter 791 of the Texas Government Code, and the Public Funds Investment Act,
Chapter 2256 of the Texas Government Code.

The fair value of the Town’s position in the external investment pool is the same as the value of the pool shares.

Investments

As of September 30, 2015, the Town held the following investments:

Average
Maturity
Fair Value (Days)
Agency Securities $ 17,029,717 250
Commercial Paper 4,998,030 71
Certificates of Deposit 35,213,550 228
Total Investment in Securities 57,241,297 221
TexStar 25,315,391 1
TexPool 4,611,095 1
Total Investment in Pools 29,926,486 1
Total Investments $ 87,167,783 146

In accordance with GASB Statement No. 31, “Accounting and Financial Reporting for Certain Investments and for
External Investment Pools,” the Town records investments at fair value. However, for investments with maturities
of one year or less at time of purchase, the Town reports these investments at book value. The carrying value of
the Town'’s investments at September 30, 2015 was $87,167,783, of which $34,924,516 had maturities of less
than one year at time of purchase.
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Interest Rate Risk — In accordance with its investment policy, the Town manages its exposure to declines in fair
value by limiting the weighted average days to maturity of its investment portfolio to 18 months (540 days).

Credit Risk — The reported investments meet the criteria specified in the Town'’s investment policy related to the
specific types of instruments presented.

a)

b)

d)

Debt obligations with a maturity not to exceed five years from the date of purchase issued by, guaranteed
by, or for which the credit of any of the following Federal Agencies and Instrumentalities is pledged for
payment: Federal National Mortgage Association (FNMA), Federal Home Loan Bank (FHLB), Federal
Farm Credit Bank (FFCB), and Federal Home Loan Mortgage Corporation (FHLMC). The Town’s
investments in bonds of U.S. Agencies were rated Aaa by Moody’s Investors Service and AAA by
Standard and Poor’s. Mortgage-backed securities may be held as collateral although principal-only and
interest-only mortgage-backed securities as well as all types of collateralized mortgage obligations (CMO)
and real estate mortgage investment conduits (REMICs) are expressly prohibited.

Prime commercial paper with an original maturity of one hundred eighty days or less which at the time of
purchase, is rated at least A-1 by Standard and Poor’s, P-1 by Moodys or F1 by Fitch.

(1) At the time of purchase, the commercial paper must be rated by at least two of the above stated
ratings agencies at the above stated minimum credit rating.

(2) If more than two of the above rated agencies rates an issuer, all the rating agencies must rate the
issuer in accordance with the above stated minimum credit criteria.

(3) If the commercial paper issuer has senior debt* outstanding, the senior debt must be rated by
each service that publishes a rating of the issue at least:
A-1 by Moodys
A+ by Standard and Poor’s
A+ by Fitch
(*Senior Debt is defined as the most senior secured or unsecured debt of an issuer with an
original maturity exceeding one year)

If the commercial paper issuer is given a “plus (+) rating”, the maximum maturity of 270 days or less will
be allowed.

Time Certificates of Deposit with a maturity not to exceed three years from the date of purchase, insured
by the Federal Deposit Insurance Corporation (FDIC) or its successor, in depository institutions that have
a main office or a branch in the state of Texas which have been approved by the Town in accordance
with its Investment Policy. In addition, separate CDs issued by depositories wherever located, bundled
together into a single investment with the full amount of principal and interest of each CD federally
insured may be purchased through a selected depository institution with its main office or branch office in
Texas. This depository shall act as the custodian for the various certificates on behalf of the Town.

State and Local Investment Pools organized under the Interlocal Cooperation Act that meets the
requirements of Chapter 2256 Texas Government Code and have been specifically approved by the CFO
and authorized by the City Council. TexPool and TexSTAR are both currently rated AAAm by Standard
and Poor’s.
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Concentration of Credit Risk — It is the Town’s policy to avoid a concentration of assets in a specific maturity, a
specific issue, or a specific class of securities. The applicable limits on the Town’s current investments are
Instrumentality Securities (70%) of which the Town’s portfolio is currently at 20%, Commercial Paper (30%) of
which the Town'’s portfolio is currently at 6%, Certificates of Deposit (50%) of which the Town’s portfolio is
currently at 40%, and Local Government Investment Pools (40%) of which the Town’s portfolio is currently at
34%.

B. Ad Valorem (Property) Taxes

Property taxes attach as an enforceable lien on property as of January 1. The Town’s property tax is levied on
the assessed value listed as of the prior January 1 for all real and business personal property located in the Town.
Assessed values are established by Dallas Central Appraisal District at 100% of the estimated market value and
certified by the Appraisal Review Board. The assessed taxable value for the roll of January 1, 2014, upon which
the fiscal year 2015 levy is based, was $3,805,580,841.

The Town is permitted by Article Xl, Section 5 of the State of Texas Constitution to levy taxes up to $2.50 per
$100 of assessed valuation for general governmental services including the payment of principal and interest on
general obligation long-term debt. The tax rate for the year ended September 30, 2015 was $.5618 per $100, of
which $.3437 was allocated for general government and $.2181 was allocated for the payment of principal and
interest on general obligation and certificates of obligation long-term debt.

Taxes are due by January 31 following the October 1 levy date and are considered delinquent after January 31 of
each year. Taxes unpaid as of February 1 are subject to penalty and interest as the City Council provides by
ordinance. Current tax collections for the year ended September 30, 2015 were 95.73% of the original tax levy.
In Texas, countywide central appraisal districts are required to assess all property within the appraisal district on
the basis of 100% of its appraised value and are prohibited from applying any assessment ratios. The value of
property within the appraisal district must be reviewed every three years; however, the Town may at its own
expense require annual reviews of appraised values. The Town may challenge appraised values established by
the appraisal district through various appeals and, if necessary, legal action. Under this arrangement, the Town
continues to set tax rates on Town property.

However, if the effective tax rate, excluding tax rates for retirement of bonds and other contractual obligations,
adjusted for new improvements, exceeds the rate for the previous year by more than 8%, qualified voters of the
Town may petition for an election to determine whether to limit the tax rate to no more than 8% above the tax rate
of the previous year. This legislation also provides that, if approved by the qualified voters in the Town, both the
appraisal and collection functions may be placed with the appraisal district.

Taxes are recognized as revenue beginning on the date of levy when they become available. “Available” means
collected within the current period or expected to be collected soon enough thereafter to be used to pay current
liabilities. Taxes not expected to be collected within thirty (30) days of the fiscal year ending are recorded as
deferred inflows of resources and recognized as they become available. Taxes collected prior to the levy date to
which they apply are recorded as unearned revenues and recognized as revenue of the period to which they
apply. An allowance for uncollectible taxes is provided based on an analysis of historical trends. The allowance
for uncollectible taxes at September 30, 2015 was $82,058.
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C. Receivables

As of September 30, 2015, receivables for the Town's individual major governmental funds, non-major
governmental funds, and internal service funds in the aggregate, including the applicable allowance for
uncollectible accounts, are as follows:

Debt Hotel Canital Internal
General Hotel - Debt P Non-Major Service Total
Service - Projects
Service Funds Funds
Taxes:
Ad Valorem $ 241,735 $ - $ 151,166 $ - % 1,342 % 11,978 - % 406,221
Non-Property 2,760,698 475,994 - - - - - 3,236,692
Franchise Fees - - - - - - - -
Service Fees 975,205 - - - - - - 975,205
Ambulance 542,733 - - - - - - 542,733
Interest 9,085 1,510 567 272 28,607 833 3,945 44,819
Other 308,145 111,083 - - 114,482 229,837 - 763,547
Gross Receivables $ 4837601 $ 588587 $ 151,733 $ 272 $ 144431 % 242,648 3,945 $ 5,969,217
Less: Allowance for
Uncollectibles 654,678 - 31,286 - 67 1,435 - 687,466
Net Receivables $ 4,182,923 $ 588587 $ 120447 $ 272 $ 144364 $ 241,213 $ 3945 $ 5,281,751

The above allowance for uncollectible accounts represents reserves for ambulance ($294,797), court warrants
($310,611), and property taxes ($82,058).
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D. Capital Assets

Capital Asset activity for the year ended September 30, 2015 was as follows:

Governmental Activities:

Capital Assets, not Depreciable:
Land
Construction in Progress

Total Capital Assets, not Depreciable

Capital Assets, Depreciable:
Buildings
Improvements other than Buildings
Machinery and Equipment

Total Capital Assets, Depreciable

Less Accumulated Depreciation for:
Buildings
Improvements other than Buildings
Machinery and Equipment

Total Accumulated Depreciation

Total Capital Assets, Depreciable, net

Governmental Activities Capital Assets, net $ 165,827,011

Business-type Activities:

Capital Assets, not Depreciable:
Land
Construction in Progress

Total Capital Assets, not Depreciable

Capital Assets, Depreciable:
Buildings
Improvements other than Buildings
Machinery and Equipment

Total Capital Assets, Depreciable

Less Accumulated Depreciation for:
Buildings
Improvements other than Buildings
Machinery and Equipment

Total Accumulated Depreciation

Total Capital Assets, Depreciable, net

Beginning Increases Decreases Transfers Ending Balance
Balance
$ 66,233,100 $ 12,187 $ - - 8 66,245,287
8,108,551 8,386,203 (228,004) (3,827,589) 12,439,161
74,341,651 8,398,390 (228,004) (3,827,589) 78,684,448
22,026,374 - - - 22,026,374
165,224,676 134,104 - 3,827,589 169,186,369
17,150,527 2,122,021 (558,305) - 18,714,243
204,401,577 2,256,125 (558,305) 3,827,589 209,926,986
(11,460,566) (573,140) - - (12,033,706)
(87,961,733) (5,747,635) 8,046 - (93,701,322)
(13,493,918) (1,053,305) 558,307 - (13,988,916)
(112,916,217) (7,374,080) 566,353 - (119,723,944)
91,485,360 (5,117,955) 8,048 3,827,589 90,203,042
$ 3,280,435 $ (219,956) - $ 168,887,490
$ 16,945,437 $ - % - - % 16,945,437
8,784,117 1,867,568 - (8,710,196) 1,941,489
25,729,554 1,867,568 - (8,710,196) 18,886,926
9,706,870 963,093 - - 10,669,963
89,470,844 522,386 - 8,710,196 98,703,426
3,617,779 231,067 (263,029) - 3,585,817
102,795,493 1,716,546 (263,029) 8,710,196 112,959,206
(2,030,950) (203,768) - - (2,234,718)
(40,900,520) (2,722,257) - - (43,622,777)
(2,951,486) (144,512) 263,029 - (2,832,969)
(45,882,956) (3,070,537) 263,029 - (48,690,464)
56,912,537 (1,353,991) - 8,710,196 64,268,742
$ 513,577 $ - - $ 83,155,668

Business-type Activities Capital Assets, net $ 82,642,091
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Depreciation expense was charged to departments of the Town as follows:

Governmental Business-type
Activities Activities

General Government $ 89,353 $ -
Public Safety 166,921 -
Development Services 5,734 -
Streets 4,778,608 -
Parks and Recreation 746,976 -
Visitor Services 722,299 -
IT Replacement 339,924 -
Capital Replacement 524,265 -
Airport Fund 1,778,693
Utility Fund 1,290,594
Stormwater Fund 1,250

$ 7,374,080 $ 3,070,537

The following tabulation presents the estimated significant commitment under unfinished capital construction and
equipment contracts that are fully funded as of September 30, 2015:

Less Total
Estimated Expenditures to Commitment
Project Commitments Date Remaining

Governmental Activities
Belt Line Road Underground Utilities $ 20,830,000 $ 6,371,214 14,458,786
Pedestrian Connectivity Improvements 3,500,000 809,506 2,690,494
Vitruvian Public Infrastructure 10,021,107 1,843,729 8,177,378
Public Safety Radio Replacement 3,000,000 2,588,620 411,380
Addison Road Rehabilitation 2,274,473 823,871 1,450,602

$ 39,625,580 $ 12,436,940 27,188,640
Business-type Activities
Water Storage Facility $ 3,531,189 $ 1,637,514 1,893,675
Mary Kay/Keller Springs Basin 1,700,000 114,458 1,585.542
Improvements

$ 5,231,189 $ 1,751,972 3,479,217

E. Interlocal Sanitary Sewer Interceptor Agreement

The Town is party to an interlocal agreement, which establishes a non-profit water supply corporation (North
Dallas County Water Supply Corporation) for the purpose of constructing, maintaining, and operating a joint
sanitary sewer interceptor with the City of Farmers Branch. The non-profit water supply corporation is governed
by a six-member board composed of three appointees from each entity.
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The Town was obligated for construction costs of the project in proportion to its percentage of allocated flows for
each specific portion of the project as set forth in the agreement. The Town is also obligated to pay 55% of all
general overhead costs. Operating and maintenance costs since the project became operational shall be paid in
accordance with respective percentages of allocated flows as set forth in the agreement.

The Town’s net investment and its share of general overhead expenses are reported in the Town’s Utility Fund
(an enterprise fund). The Town’s equity interest in the North Dallas County Water Supply Corporation of
$6,813,249, net of related debt, is included in Unrestricted Net Position. Complete financial statements for the
North Dallas County Water Supply Corporation can be obtained from Charles Cox, Secretary/Treasurer, North
Dallas County Water Supply Corporation, 13000 William Dodson Parkway, Farmers Branch, Texas.

F. Joint Venture and Shared Radio System

The North Texas Emergency Communications Center, Inc. (NTECC) is a joint venture between the Town of
Addison, City of Carrollton, City of Coppell, and City of Farmers Branch (the “Cities”) formed during fiscal year
2015 to establish and operate a joint public safety dispatch center. The affairs of the NTECC are managed by a
four-person board of directors representing each of the four participating Cities.

The Cities are responsible for funding capital and operating costs of the NTECC in the proportions stated in the
inter-local agreement. The Town financed its portion of construction funds with proceeds from Combination Tax
and Revenue Certificates of Obligation, Series 2012. The Town of Addison’s equity interest (19%) in the NTECC
is reported as investment in joint venture in the governmental activities on the government-wide Statement of Net
Position. Condensed financial information for the NTECC joint venture is presented below. Complete financial
statements for the NTECC can be obtained from Pamela Hodges, Controller, City of Carrollton, 1945 E Jackson
Road, Carrollton, Texas.

STATEMENT OF NET POSITION
As of September 30, 2015

Town's
Total Interest
ASSETS
Cash and cash equivalents $ 1,622,936 $ 308,358
Prepaids 27,347 5,196
Capital assets:
Construction in progress 4,002,674 760,508
Total Assets $ 5,652,957 $ 1,074,062
LIABILITIES
Accounts payable $ 233,929 $ 44,447
Unearned revenue 1,396,501 265,335
Compensated absences 19,853 3,772
Total current liabilities 1,650,283 313,554
Fund balances:
Unassigned - -
Total Liabilities and fund balances 1,650,283 313,554
NET POSITION $ 4,002,674 $ 760,508
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STATEMENT OF ACTIVITIES AND CHANGES IN NET POSITION

As of September 30, 2015

Town's

Total Interest
Operating contributions $ 821,382 % 156,063
Capital contributions 2,490,265 473,150
General & administrative current expenses 928,973 176,505
Changes in Net Position 2,382,674 452,708
Net position at beginning of year 1,620,000 307,800
Net Position at end of year $ 4,002,674 $ 760,508

Additionally, the Cities have entered into an inter-local agreement to jointly procure a public safety radio system.
While this agreement did not include the formation of a separate legal joint venture entity, it is possible that this
system may be consolidated into the NTECC in the future. The Town has financed its portion of construction
funds with proceeds from Combination Tax and Revenue Certificates of Obligation, Series 2012. The Cities are
responsible for funding a portion of the radio system in the proportions stated in the inter-local agreement. The
Town of Addison’s portion of the system costs at September 30, 2015 of $2,588,620 is capitalized as construction
in progress in the governmental activities on the government-wide Statement of Net Position.

G. Long-Term Debt

The long-term debt of the Town consisted of the following as of September 30, 2015:

Governmental

Activities

Business-type
Activities

Combination Tax and Revenue Certificates of Obligation
Series of 2008

A series of 6,900 bonds at $5,000 each dated May 1, 2008. The bonds
were issued for the purpose of constructing improvements to (i) water,
sewer, drainage, park and streets including sidewalks, street lighting,
landscaping, extensions and relocations, and acquisition of land and
rights-of-way; (ii) acquisition and construction of a water tower; (iii)
acquisition of land for street and other municipal purposes (collectively
with items (i) and (ii)); and (iv) payment of professional services of
attorneys, financial advisors and other professionals in connection with
the issuance of the certificates. The bonds mature serially through
2033 with interest rates ranging from 4% to 5%. The bonds are callable
at par value plus accrued interest on or after February 15, 2018 in
whole or in part in principal amounts of $5,000. Bonds and interest are
payable from a combination of Ad Valorem taxes and a limited pledge
(not to exceed $1,000) of surplus net revenues of the Town’s Utility
Fund.
Ratings: Moody's "Aal"; Standard & Poor's "AAA"
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Governmental Business-type
Activities Activities

General Obligation Refunding Bonds
Series of 2011

A series of 1,778 bonds at $5,000 each dated October 25, 2011. The
bonds were issued to refund a portion of the Town's outstanding
General Obligation Refunding Bonds, Series 2001, General Obligation
Refund and Improvement Bonds, Series 2002 and Combination Tax
and Revenue Certificates of Obligation, Series 2003; for interest
savings, and costs of issuance associated with the sale of the bonds.
The bonds mature serially through 2033 with interest rates ranging from
2.0% to 3.0%. The bonds are not callable. Bonds and interest are
payable from a combination of Ad Valorem taxes and hotel occupancy
taxes. 4,455,000 -
Ratings: Moody's "Aal"; Standard & Poor's "AAA”

Combination Tax and Revenue Certificates of Obligation
Series of 2012

A series of 2,967 bonds at $5,000 each dated August 15, 2012. The
bonds were issued for the purpose of (i) acquiring and installing radio
and telecommunication equipment for Town public safety operations, (ii)
designing, acquiring, improving, constructing, and renovating water,
wastewater and street infrastructure improvements, including drainage
infrastructure, within the Vitruvian Park area of the Town; and (iii) paying
professional services of attorneys, financial advisors and other
professionals in connection with the Project and the issuance of the
certificates. The bonds mature serially through 2032 with interest rates
ranging from 1.5% to 4%. The bonds are callable at par value plus
accrued interest on or after February 15, 2022 in whole or in part in
principal amounts of $5,000. Bonds and interest are payable from a
combination of Ad Valorem taxes and a limited pledge (not to exceed
$1,000) of surplus net revenues of the Town'’s Utility Fund. 14,445,000 -
Ratings: Moody's "Aal"; Standard & Poor's "AAA"
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General Obligation Refunding and Improvement Bonds
Series of 2012

A series of 4,518 bonds at $5,000 each dated August 15, 2012. The
bonds were issued to fund various public improvement projects up to
$19,830,000 to include construction, engineering, and other
professional service; refund the Town’s outstanding General Obligation
Bonds, Series 2004, and General Obligation Refunding and
Improvement Bonds, Series 2005; and pay the costs of issuance
associated with the sale of the bonds. The bonds mature serially
through 2032 with interest rates ranging from 2% to 5%. The bonds are
callable at par plus accrued interest on or after February 15, 2022 in
whole or in part in principal amounts of $5,000. Bonds and interest are
payable from Ad Valorem taxes.
Ratings: Moody's "Aal"; Standard & Poor's "AAA"; AMBAC Insured

General Obligation Bonds, Tax-Exempt
Series of 2013
A series of 933 bonds at $5,000 each dated July 15, 2013. The bonds
will be used to provide funds to (i) engineer, construct, improve,
repairing, develop, extend and expand streets, thoroughfares, bridges,
interchanges, intersections, grade separations, sidewalks and other
public ways of the Town, included related streetscape improvements,
public utility improvements, storm drainage facilities and improvements,
signalization and other traffic controls, street lighting and the acquisition
of land therefore; (ii) acquire and improve of land and interest in land to
provide improvements, additions and access to the Addison Municipal
Airport, and (iii) pay the costs of issuing the Tax-Exempt Bonds. The
bonds mature serially through 2033 with interest rates ranging from 2%
to 5%.

Ratings: Moody's "Aal"; Standard & Poor's "AAA"

General Obligation Bonds
Series 2013A (AMT)
A series of 375 bonds at $5,000 each dated July 15, 2013. The bonds
will be used to provide funds to: (i) acquire and improve of land and
interests in land to provide improvements, additions and access to the
Addison Municipal Airport, and (ii) pay the costs of issuing the AMT
bonds. The bonds mature serially through 2018 with interest rates
ranging from 2% to 2.25%.

Ratings: Moody's "Aal"; Standard & Poor's "AAA"
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Governmental
Activities

Business-type
Activities

General Obligation Bonds
Taxable Series of 2013B

A series of 250 bonds at $5,000 each dated July 15, 2013. The bonds,

together with other available Town funds, will be used to provide funds

to: (i) acquire and improve of land and interests in land to provide

improvements, additions and access to the Addison Municipal Airport,

and (ii) pay the costs of issuing the Taxable Bonds. The bonds mature

serially through 2033 with interest rates ranging from 3.75% to 5%. 1,170,000
Ratings: Moody's "Aal"; Standard & Poor's "AAA"

Combination Tax and Revenue Certificates of Obligation
Series of 2013

A series of 2,037 bonds at $5,000 each dated July 15, 2013. The
Certificates will be used for (i) (a) designing, acquiring, improving,
constructing and renovating facilities and infrastructure at the Addison
Municipal Airport and the acquisition and improvement of land and
interests in land to provide improvements, additions and access to the
airport, (b) designing, acquiring, improving, constructing, and renovating
City drainage and stormwater infrastructure and facilities ((a) and (b)
together, the "Project”) and (ii) paying professional services of
attorneys, financial advisors and other professionals in connection with
the Project and the issuance of the Certificates. The bonds mature
serially through 2033 with interest rates ranging from 2% to 5%. -
Ratings: Moody's "Aal"; Standard & Poor's "AAA"

General Obligation Bonds, Tax-Exempt
Series 2014
A series of 2,400 bonds at $5,000 each dated February 15, 2014. The
bonds will be used to provide funds for: (i) engineering, constructing,
reconstructing, improving, repairing, developing, extending and
expanding streets, thoroughfares, bridges, interchanges, intersections,
grade separations, sidewalks and other public ways of the Town,
including related streetscape improvements, public utility improvements,
storm drainage facilities and improvements, signalization and other
traffic controls, street lighting, and the acquisition of land therefor;
relocating utilities currently located in or adjacent to the Belt Line Road
right-of-way and acquiring, constructing, and developing Belt Lind Road
roadway and streetscape improvements and the acquisition of land
therefor; and (iii) for the payment of the costs of issuing the Tax-Exempt
Bonds. The bonds mature serially through 2032 with interest rates
ranging from 3% to 3.625%. 11,805,000
Ratings: Moody's "Aal"; Standard & Poor's "AAA"
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Certificates of Obligation
Series 2014
A series of 1,513 bonds at $5,000 each dated February 15, 2014. The
Certificates will be used for (i) designing, constructing, installing,
acquiring and equipping additions, extensions and improvements to the
Town’s water and wastewater system, and the acquisition of land and
interests in land for such projects, (the "Project”) and (ii) paying
professional services of attorneys, financial advisors and other
professionals in connection with the Project and the issuance of the
Certificates. The bonds mature serially through 2034 with interest rates
ranging from 1% to 4%.

Ratings: Moody's "Aal"; Standard & Poor's "AAA"

General Obligation Refunding Bonds
Series 2014 (AMT)
A series of 429 bonds at $5,000 each dated February 15, 2014. The
bonds will be used to: (i) refund a portion of the Town'’s outstanding
Combination Tax and Revenue Certificates of Obligation, Series 2004
for debt service savings, and (ii) to pay the costs of issuing the AMT
Bonds. The bonds mature serially through 2020 with interest rates
ranging from 1% to 2%.

Ratings: Moody's "Aal"; Standard & Poor's "AAA"

TOTAL LONG-TERM DEBT OUTSTANDING
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Changes in Long-Term Liabilities

A summary of long-term liability activity for the year ended September 30, 2015 was as follows (in thousands of
dollars):

Beginning Ending Due Within
Balance Additions Retirements Balance One Year
Governmental Activities:

General Obligation Bonds $ 48,985 $ - $ (4,405) $ 44580 $ 4,210
Premium on General Obligation Bonds 3,938 - (309) 3,629 -
Discount on General Obligation Bonds (56) - 4 (52) -

Certificates of Obligation 38,662 - (1,068) 37,594 1,590

Premium on Certificates of Obligation 20 - (1) 19 -

Discount on Certificates of Obligation (103) - 4 (99) -

Net Pension Liability - 17,634 - 17,634 -

Compensated Absences 821 901 (821) 901 99

Net OPEB Obligation 429 199 (163) 465 -

Long-Term Liabilities — Governmental Activities $ 92,696 $ 18,734 $ (6,759) $ 104,671 $ 5,899
Business-type Activities:
General Obligation Refunding Bonds $ 2,145 3 - % (340) % 1,805 $ 345
(Payable from levy of Ad Valorem tax)
Combination Tax and Revenue Certificates of Obligation 2,815 - (105) 2,710 110
(Payable from levy of Ad Valorem tax)
Premium on Combination Tax and Revenue C.O. 122 - @) 115 -
Combination Tax and Revenue Certificates of Obligation 15,003 - (382) 14,621 549
(Payable from utility system revenues)
Premium on Combination Tax and Revenue C.O. 38 - ) 35 -

Combination Tax and Revenue Certificates of Obligation 7,040 - (265) 6,775 270

(Payable from storm water system revenues)
Premium on Combination Tax and Revenue C.O. 304 - a7) 287 -

Note Payable - 375 (10) 365 62

Net Pension Liability - 1,025 - 1,025 -

Compensated Absences 45 58 (45) 58 1

Long-Term Liabilities — Business-type Activities $ 27512 % 1,458 $ (1,174) $ 27,796 $ 1,337

The Town intends to retire all of its general obligation bonds (other than those recorded in the enterprise funds),
plus interest, from future Ad Valorem tax levies, interest income, and transfers from other funds. The Town is
required by ordinance to create from such tax revenues a sinking fund sufficient to pay the current interest due
thereon and each installment of principal as it becomes due. There is $831,366 available in the General
Obligation Debt Service Fund to service the general obligation bonds.

Proprietary fund-type debt is to be repaid from net revenues of the enterprise funds and is, accordingly, recorded
as enterprise fund debt. The Note Payable referenced above in the Business-type Activities was created in July
2015 as part of a ground lease early termination agreement at the Addison Airport. The Town of Addison will pay
$375,000 in 72 equal payments of $5,208 each month, accruing no interest, beginning August 1, 2015. This
creates an annual principal only payment of $62,500 for years 2016 through 2019 and annual payment of $54,000
in 2020.

There are a number of limitations and restrictions contained in the various general obligations, certificates of
obligation, and revenue bond indentures. The Town is in compliance with all significant limitations and restrictions
at September 30, 2015.

For the governmental activities, compensated absences are generally liquidated in the General Fund, Economic
Development Fund and Hotel Fund. The net OPEB obligation is generally liquidated in the General Fund.
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The debt service requirements on the aforementioned bonded debt are as follows:

Governmental Activities Business-type Activities

Principal Interest Principal Interest
General Obligation Bonds:
2016 $ 4,210,000 $ 1,650,208 345,000 $ 22,875
2017 3,980,000 1,527,720 350,000 19,400
2018 3,205,000 1,410,626 360,000 15,400
2019 2,615,000 1,303,217 370,000 10,375
2020 1,710,000 1,221,748 380,000 3,800
2021-2025 9,380,000 5,020,184 - -
2026-2030 11,710,000 2,749,660 - -
2031-2035 7,770,000 457,767 - -
2036-2037 - - - -
$ 44,580,000 $ 15,341,130 1,805,000 $ 71,850
Certificates of Obligation:

2016 $ 1,590,151 $ 1,431,135 929,850 $ 924,197
2017 1,638,331 1,376,949 961,669 900,709
2018 1,704,148 1,319,108 990,852 876,112
2019 1,763,782 1,263,849 1,031,218 849,333
2020 1,823,417 1,206,405 1,071,583 818,277
2021-2025 10,270,602 4,942,242 6,094,398 3,429,096
2026-2030 10,434,299 2,719,027 7,415,701 1,983,681
2031-2035 7,174,119 747,360 5,610,880 410,936
2036-2037 1,195,000 40,753 - -
$ 37,593,849 $ 15,046,828 24,106,151 $ 10,192,341

H. Property Under Operating Leases

The Town leases land with a book value of $63,560 to tenants under non-cancelable lease agreements. The
following is a schedule by year of minimum lease rental receipts as of September 30, 2015.

2016
$ 260,000

2017
$ 220,000

Total
$ 775,000

Thereafter
$ 35,000

2015
$ 260,000

I. Interfund Receivables, Payables, and Transfers

A summary of interfund receivables and payables at September 30, 2015 is as follows:

Interfund Interfund
Receivables  Payables
General Fund $ 519,753% -
Grant Fund - 226,753 Loan for grant expenditures, reimbursement expected in next year
Hotel Fund - 293,000 Loan for HVAC system, reimbursement expected in next year
Total $ 519,753$% 519.753
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Transfers between funds during the year ended September 30, 2015 were comprised of the following:

Fund Transfers In Transfers Out Purpose of Transfer

General Fund $ -8 4,000,000 For capital projects

General Fund - 15,000 For economic development
Capital Project Fund 4,000,000 - For capital projects

Economic Development Fund 15,000 - For economic development
Economic Development Fund 500,282 - For economic development
Hotel Fund - 500,282 For economic development
Hotel Fund - 710,800 For payment of debt service
Hotel Debt Service Fund 710,800 - For payment of debt service

Total Transfers $ 5,226,082 $ 5,226,082

IV. OTHER INFORMATION

A. Risk Management

The Town is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. During fiscal year 2015, the Town maintained
workers compensation, general liability and property coverage through the Texas Municipal League
Intergovernmental Risk Pool (TMLIRP). The Town pays an annual premium to TMLIRP for such coverage.
TMLIRP purchases reinsurance and the Town does not retain risks of loss exceeding deductibles. The Town’s
general liability coverage is $5,000,000 and $10,000,000 in the aggregate. Settled claims have not exceeded
insurance coverage in each of the past four years.

Prior to the 2001 fiscal year, the Town participated in a retained-risk program with TMLIRP under which the Town
assumed the risk of paying for all individual claims with a specific stop-loss of $175,000 and an annual aggregate
stop-loss of $525,000. Outstanding claims associated with the risk retention program are accounted for in the
General Fund and are recorded as Accounts Payable. During fiscal year 2008, the one remaining claim met the
stop-loss of $175,000, and the Town has no future liability for this claim.

For the period of October to December 2014, the Town offered health benefits through one of two plans operated
by Blue Cross Blue Shield. Employees were able to choose either an HMO (health maintenance organization)
plan or a PPO (preferred provider organization) plan. For the period of January 1, to September 30, 2015, the
Town offered health benefits through one of two plans operated by Aetna, employees were able to choose either
a PPO (preferred provider organization) or an HSA (high deductible health savings account). The Town also
offers a dental plan through Delta Dental. The HMO, PPO, and dental plans are funded by joint contributions
from the employees and the Town and are accounted for in the respective operating funds.

Blue Cross, Aetna and Delta Dental plans are fully insured contracts. Monthly premiums paid to Aetna, Blue
Cross and Delta Dental were based upon fixed employee and dependent rates that are established each year.
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B. Employee’s Retirement System

1) Pension Plan

For purposes of measuring the net pension liability, pension related deferred outflows and inflows of resources,
and pension expense, Town specific information about its Fiduciary Net Position in the Texas Municipal
Retirement System (TMRS) and additions to/deductions from the Town’'s Fiduciary Net Position have been
determined on the same basis as they are reported by TMRS. For this purpose, plan contributions are recognized
in the period that compensation is reported for the employee, which is when contributions are legally due. Benefit
payments and refunds are recognized when due and payable in accordance with the benefit terms. Investments
are reported at fair value. Information regarding the Town’s Total Pension Liability is obtained from TMRS
through a report prepared for the Town by TMRS consulting actuary, Gabriel Roeder Smith & Company, in
compliance with Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and Financial
Reporting for Pensions.

Plan Description

The Town provides pension benefits for all of its full-time employees through a nontraditional, joint contributory,
hybrid defined benefit plan in the state-wide Texas Municipal Retirement System (TMRS), one of 860
administered by TMRS, an agent multiple-employer public employee retirement system. Each of the
municipalities has an annual individual actuarial valuation performed. TMRS is an agency created by the State of
Texas and administered in accordance with the TMRS Act, Subtitle G, Title 8, Texas Government Code (the
TMRS Act) as an agent multiple-employer retirement system for municipal employees in the State of Texas. The
TMRS Act places the general administration and management of the System with a six-member Board of
Trustees. Although the Governor, with the advice and consent of the Senate, appoints the Board, TMRS is not
fiscally dependent on the State of Texas. TMRS' defined benefit pension plan is a tax-qualified plan under
Section 401 (a) of the

Internal Revenue Code. TMRS issues a publicly available Comprehensive Annual Financial Report, a copy of
which may be obtained by writing to P.O. Box 149153, Austin, Texas 78714-9153. The report is also available on
the System’s web site at: http://www.tmrs.org/publications.php.

Benefits Provided

TMRS provides retirement, disability, and death benefits. Benefit provisions are adopted by the governing body
of the Town, within the options available in the state statutes governing TMRS.

Benefits depend upon the sum of the employee’s contributions to the plan and the Town-financed monetary
credits, with interest. At the date the plan began, the Town granted monetary credits for services rendered before
the plan began based on an amount equal to two times what would have been contributed by the employee plus
interest. Monetary credits for service since the plan began are 200 percent of the employee’s accumulated
contributions. Beginning in 1994, the Town adopted an annually repeating type of monetary credit referred to as
an updated service credit which when added to the employee’s accumulated contributions and the monetary
credits for service since the plan began would be the total monetary credits and employee contributions
accumulated with interest, if the current employee contribution rate and Town matching percent had always been
in existence. The calculation included a three year exponential average of the actual salaries paid during the
prior fiscal years.
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At retirement, the benefit is calculated as if the sum of the employee’s accumulated contributions with interest and
the employer-financed monetary credits plus interest were used to purchase an annuity. Also in 1994, the Town
adopted annually repeating annuity increases for its retirees equal to 70% of the change in the consumer price
index.

The plan provisions are adopted by the governing body of the Town, within the options available in the state
statutes governing TMRS and within the actuarial constraints also in the statutes. Members can retire at certain
ages, based on the years of service with the Town. The service retirement eligibilities for the Town are:
5 years/age 60, 20 years/any age. Plan provisions for the Town are as follows:

Deposit Rate: 7%
Matching Ratio (Town to Employee): 2to 1l
A member is vested after: 5years

Employees covered by benefit terms.

At the December 31, 2014 valuation and measurement date, the following employees were covered by the benefit
terms:

Inactive employees or beneficiaries currently receiving benefits 169
Inactive employees entitled to but not yet receiving benefits 179
Active employees 256
Total 604

Contributions

The contribution rates for employees in TMRS are either 5%, 6%, or 7% of employee gross earnings, and the
town matching percentages are either 100%, 150%, or 200%, both as adopted by the governing body of the town.
Under the state law governing TMRS, the contribution rate for the town is determined annually by the actuary,
using the Entry Age Normal (EAN) actuarial cost method. The actuarially determined rate is the estimated
amount necessary to finance the cost of benefits earned by employees during the year, with an additional amount
to finance any unfunded accrued liability. Since the Town needs to know its contribution rates in advance for
budgetary purposes, there is a one-year delay between the actuarial valuation that serves as the basis for the rate
and the calendar year when the rate goes into effect.

Employees for the Town were required to contribute 7% of their annual gross earnings during the fiscal year. The
Town elected to contribute at the full rates for calendar year 2015 of 9.91%, and 2014 was 9.93%. Accordingly,
contributions to TMRS for the years ended September 30, 2015 and 2014 were $1,777,431 and $1,816,613,
respectively and were equal to the required contribution.

Net Pension Liability

The Town's Net Pension Liability (NPL) was measured as of December 31, 2014, and the Total Pension Liability
(TPL) used to calculate the Net Pension Liability was determined by an actuarial valuation as of that date.
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Actuarial assumptions:

The Total Pension Liability in the December 31, 2014 actuarial valuation was determined using the following
actuarial assumptions:

Inflation 3.0% per year
Overall payroll growth 3.0% per year
Investment rate of return 7.0%, net of pension plan investment expense including inflation.

Salary increases were based on service-related tables. Mortality rates for active members and retirees were
multiplied by 109% for males and by 103% for females. The rates are projected on a fully generational basis by
scale BB to account for future mortality improvements. For disabled annuitants, the gender-distinct RP2000
Disabled Retiree Mortality Table is used, with slight adjustments.

Actuarial assumptions used in the December 31, 2014, valuation were based on the results of actuarial
experience studies. The experience study in TMRS was for the period January 1, 2006 through December 31,
2009, first used in the December 31, 2010 valuation. Healthy post-retirement mortality rates and annuity
purchase rates were updated based on a Mortality Experience Investigation Study covering 2009 through 2011,
and dated December 31, 2013. These assumptions were first used in the December 31, 2013 valuation, along
with a change to the Entry Age Normal (EAN) actuarial cost method. Assumptions are reviewed annually. No
additional changes were made for the 2014 valuation.

The long-term expected rate of return on pension plan investments is 7.0%. The pension plan's policy in regard
to the allocation of invested assets is established and may be amended by the TMRS Board of Trustees. Plan
assets are managed on a total return basis with an emphasis on both capital appreciation as well as the
production of income, in order to satisfy the short-term and long-term funding needs of TMRS.

The long-term expected rate of return on pension plan investments was determined using a building-block
method in which best estimate ranges of expected future real rates of return (expected returns, net of pension
plan investment expense and inflation) are developed for each major asset class. These ranges are combined
to produce the long-term expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage and by adding expected inflation. The target allocation and best estimates of
arithmetic real rates of return for each major asset class are summarized in the following table:

Long-Term
Expected Real
Asset Target Rate of Return
Class Allocation (Arithmetic)
Domestic Equity 17.5% 4.80%
International Equity 17.5% 6.05%
Core Fixed Income 30.0% 1.50%
Non-Core Fixed Income 10.0% 3.50%
Real Return 5.0% 1.75%
Real Estate 10.0% 5.25%
Absolute Return 5.0% 4.25%
Private Equity 5.0% 8.50%

Total 100.0%
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Single Discount Rate

Projected benefit payments are required to be discounted to their actuarial present values using a single discount
rate that reflects (1) a long-term expected rate of return on pension plan investments (to the extent that the plan's
fiduciary net position is projected to be sufficient to pay benefits) and (2) tax-exempt municipal bond rate based
on an index of 20-year general obligation bonds with an average AA credit rating as of the measurement date (to
the extent that the plan's projected fiduciary net position is not sufficient to pay benefits).

For the purpose of this valuation, the expected rate of return on pension plan investments is 7.00%; the municipal
bond rate is 3.65% (based on the weekly rate closest to but not later than the measurement date of the 20-Year
Bond Buyer Index as published by the Federal Reserve). A single discount rate of 7.0% was used to measure the
total pension liability as of December 31, 2014. This single discount rate was based on the expected rate of
return on pension plan investments of 7.0%. Based on the stated assumptions and the projection of cash flows,
the Town's fiduciary net position and future contributions were sufficient to finance the future benefit payments of
the current plan members for all projection years. Therefore, the long-term expected rate of return on pension
plan investments was applied to all periods of the projected benefit payments to determine the total pension
liability for the Town. The projection of cash flows used to determine the single discount rate for the Town
assumed that the funding policy adopted by the TMRS Board will remain in effect for all future years.

Changes in the Net Pension Liability

Increase (Decrease)
Total Pension Plan Fiduciary Net Pension

Liability Net Position Liability
(a) (b) (a) - (b)
Balance at 12/31/2013 $ 124,907,757 $ 107,639,477 $ 17,268,280
Changes for the year:
Service cost 2,819,937 - 2,819,937
Interest 8,660,470 - 8,660,470
Changes of benefit terms - - -
Difference between expected and actual experience (987,858) - (987,858)
Changes of assumptions - - -
Contributions - employer - 1,789,255 (1,789,255)
Contributions - employee - 1,224,976 (1,224,976)
Net investment income - 6,157,338 (6,157,338)
Benefit payments, including refunds of
employee contributions (5,193,445) (5,193,445) -
Administrative expense - (64,289) 64,289
Other - (5,286) 5,286
Net changes 5,299,104 3,908,549 1,390,555
Balance at 12/31/2014 $ 130,206,861 $ 111,548,026 $ _18,658,835
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Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the net pension liability of the Town, calculated using the discount rate of 7.0% as
well as what the Town's net pension liability would be if it were calculated using a discount rate that is
1-percentage-point lower (6.0%) or 1-percentage-point higher (8.0%) than the current rate:

1% Decrease Current Discount Rate 1% Increase
6.00% 7.00% 8.00%

Town's net pension liability $ 37,218,667 $ 18,658,835 $ 3,487,151

Pension Plan Fiduciary Net Position

Detailed information about the pension plan's Fiduciary Net Position is available in a separately-issued
TMRS financial report. That report may be obtained on the Internet at www.tmrs.com.

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources

For the year ended September 30, 2015, the Town recognized pension expense of $2,844,538. At
September 30, 2015, the Town reported deferred outflows of resources and deferred inflows of resources

related to pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected & actual economic experience $ $ (766,668)
Contributions subsequent to the measurement date 1,498,949
Difference between projected and actual investment earnings 1,101,940
Total $ 2,600,889 $ (766,668)

Deferred outflows of resources related to pensions resulting from contributions subsequent to the
measurement date of $1,498,949 will be recognized as a reduction of the net pension liability for the
measurement year ending December 31, 2015 (i.e., recognized in the Town's financial statements
September 30, 2016). Other amounts reported as deferred outflows and inflows of resources related to

pensions will be recognized in pension expense as follows:

Measurement Net deferred
Year ended outflows (inflows)
Dec 31 of resources
2015 $ 54,295
2016 54,295
2017 54,295
2018 172,387
2019 -
Thereafter -
Total $ 335,272
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2) Postemployment Benefits

Plan Description

In addition to the pension benefits described above, as required by state law and defined by Town Policy, the
Town makes available health care benefits to all employees who retire from the Town and who are receiving
benefits from a Town-sponsored retirement program (Texas Municipal Retirement System and/or a Section 457
Deferred Compensation Plan) through a single-employer defined benefit healthcare plan. This healthcare plan
provides lifetime insurance, or until age 65 if eligible for Medicare, to eligible retirees, their spouses and
dependents through the Town’s group health insurance plan, which covers both active and retired members.
Current retirees in the health plan and active employees with 20 years or more of service or at age 60 or more
with five years or more of service at retirement are eligible to remain in the health plan at the total blended
contribution rate for active and retiree participants. Since an irrevocable trust has not been established, the plan
is not accounted for as a trust fund. The plan does not issue a separate financial report. Benefit provisions for
retirees are not mandated by any form of employment agreement. The continued provision of these benefits is
based entirely on the discretion of the Town of Addison City Council.

Funding Policy

Before age 65, the Town will pay a $150 monthly stipend toward the retiree’s healthcare premium if the retiring
employee meets the eligibility criteria at the time of termination and elects coverage in the health plan. For
members who retire after 65 or were eligible for the $150 stipend before age 65, the Town will pay a $75 monthly
stipend directly to the retiree. Current retirees contribute to the health plan the total blended premium for active
and retired participants, less the $150 stipend provided by the Town. The Town contribution to the health plan
consists of total premiums in excess of retiree contributions.

Retirees receiving medical benefits during fiscal year 2015 contribute $377 to $1,323 per month depending on
coverage levels selected. In fiscal year 2015, total retiree contributions were $104,626.

Annual OPEB Cost and Net OPEB Obligation

The Town’s annual other postemployment benefit (OPEB) cost (expense) for the health plan is calculated based
on the annual required contribution (ARC) of the Town, an amount actuarially determined in accordance with the
parameters of GASB Statement 45. The Town of Addison utilized the actuarial services of Gabriel, Roeder, Smith
& Company (GRS), a company who has been providing actuarial consulting services since 1938, under the
shared services arrangement provided by GRS and North Central Texas Council of Governments. The ARC
represents a level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year and
amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years. The
following table shows the Town’s annual OPEB cost for the year, the amount actually contributed to the plan, and
the net OPEB obligation for 2015.

Annual Required Contribution $ 199,471
Interest on OPEB Obligation 23,864
Adjustment to ARC (22,110)
Annual OPEB Cost (Expense) 201,225
Contributions Made (164,742)
Change in OPEB Obligation 36,483
Net OPEB Obligation (Asset) — Beginning of Year 428,990
Net OPEB Obligation (Asset) — End of Year $ 465,473
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The Town’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB
obligation for the fiscal year ending September 30, 2015 and the preceding two fiscal years were as follows:

Annual Actual Percentage of Annual Net OPEB

Fiscal Year OPEB Costs Contributions OPEB Cost Contributed Obligation
2012 $ 182,900 $ 148,348 81.1% $ 386,542
2013 183,625 155,383 84.6% 414,784
2014 189,313 175,107 92.5% 428,990
2015 201,225 164,742 81.9% 465,473

Funded Status and Funding Progress

As of December 31, 2014, the most recent actuarial valuation date, the actuarial accrued liability for benefits was
$2,137,029, none of which is funded. The covered payroll (annual payroll of active employees covered by the
plan) was $17,479,153, and the ratio of the unfunded actuarial accrued liability to the covered payroll was 12.2%.
Of the total actuarial accrued liability, $1,614,217 or 76% comprises the implied subsidy of health care for current
retirees and active employees upon retirement. As noted previously, qualified retirees pay the blended cost of
their health coverage, less the $150 monthly stipend. However, GASB 45 requires governments to report the
“implicit rate subsidy” that is provided to retirees who remain with the health plan provided to employees. It is
assumed by actuaries that the cost of health care increases with the age of the covered employee or retiree.
Since the Town'’s health plan includes a blended rate that is the same for active employees and retirees, actuaries
must estimate the amount the Town is subsidizing for retirees to pay the blended health plan premiums.

For example, the actuarial estimated monthly cost for a 40 year old male employee’s health care benefit is
$376.61. The estimate for a male employee or retiree who is 60 years old is $1,136.69. The difference in these
costs not covered by the health plan premium is considered to be the “implicit rate subsidy.”

Actuarial values of the program involve estimates of the value of reported amounts and assumptions of the
probability of occurrence of events far into the future. Examples include assumptions about future employment,
mortality, and the trend of healthcare costs. Amounts determined regarding the funded status of the program and
the annual required contributions of the employer are subject to continual revision as actual results are compared
with past expectations and new estimates are made about the future. The analysis of funding progress,
presented as required supplementary information following the notes to the financial statements, presents
multiyear trend information that shows whether the actuarial value of plan assets is increasing or decreasing over
time relative to the actuarial accrued liabilities for benefits. As the Town chose to not establish an irrevocable
trust, plan assets will always be reported under GASB Statement 45 as zero. Because the majority of the
actuarial accrued liability is the “implicit rate subsidy” of retiree blended health plan premiums, the Town believes
that its actual health plan postemployment benefit will not significantly grow over time and will continue to fund
these benefits on a pay-as-you-go method. Changes to how future healthcare benefits are funded on a national
basis may cause the Town to reexamine this funding method.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood
by the employer and the plan members) and include the types of benefits provided at the time of each valuation
and the historical pattern of sharing the benefit costs between the employer and plan members at that point. The
actuarial methods and assumptions used include techniques that are designed to reduce the effects of short-term
volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective
of the calculations.
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In the December 31, 2014 actuarial valuation, the most recent valuation, the Projected Unit Credit Cost Method
was used. The actuarial assumptions include a 4.5% investment rate of return (compounded annually, net after
investment expenses) and an annual healthcare cost trend of 7.5%, reduced by decrements to an ultimate rate of
4.5% after 9 years. Both rates include a 3% inflation assumption. The Town’s unfunded actuarial accrued liability
is being amortized as a level percent of active member payroll over an open period. The remaining amortization
period at December 31, 2014 was 30 years.

C. Contingencies

The Town is party to various legal actions arising in the ordinary course of business, none of which is believed by
the Town's management to have a material impact on the financial condition of the Town. Accordingly, no
provision for losses has been recorded in the accompanying financial statements for such contingencies.

D. Keller Springs Tollway

In 1999, the North Texas Tollway Authority (the Authority) completed a toll tunnel that connects Midway Road and
the North Dallas Tollway. The project benefits the Town by diverting traffic from Belt Line Road, which is at
capacity. The project’s cost was approximately $25 million which will be funded by revenue bonds issued by the
Authority. Through an agreement with the Authority, the Town has pledged to be a guarantor of the debt service
associated with approximately $2.5 million of the revenue bonds in the event the authority defaults on the bonds.
Because the Authority is an extremely viable state agency, the likelihood of a default is negligible.

E. Restatement of Beginning Net Position

The beginning net position was restated for a liability of sales tax to be paid back to the State Comptrollers, and
the implementation of GASB 68 which resulted in the recording of beginning net pension liability and beginning
deferred outflow for contributions made after the measurement. The table below illustrates the effect of the sales
tax payback liability and GASB 68 on the Town'’s net position for fiscal years 2015 and 2014.

Fund Level
Statement of
Statement of Revenues,
Revenues, Expenses and
Expenses and Changes in Net
Government-wide Statement of Changes in Fund Position -
Activities Balance Proprietary
Governmental Business-type General Fund
Activities Activities Fund Utility Fund
Net position at September 30, 2014
as previously reported $ 148,280,261 $ 86,409,432 $ 64,850,372 $ 35,213,988
Sales tax payback
as of September 30, 2014 (624,085) (624,085)
Recording of net pension liability
as of September 30, 2014 (14,983,921) (870,537) (870,537)
Net position at September 30, 2015 as restated$ 132,672,255 $ 85,538,895 $ 64,226,287 $ 34,343,451
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F. New Accounting Pronouncements

The GASB has issued the following statements which became effective for fiscal year 2015.

Statement No. 68, Accounting and Financial Reporting for Pensions (effective for periods beginning after June 15,
2014) - The objective of this Statement is to improve accounting and financial reporting of state and local
governmental pension plans. This Statement applies to all state-and governmental entities and replaces
Statements 27 and 50.

The GASB has issued the following statements which will become effective in future years.

Statement No. 75, “Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions” —
This statement changes the focus of accounting of postemployment benefits other than pensions from whether
they are responsibly funding the benefits over time to a point-in-time liability that is reflected on the employer’s
financial statements for any actuarially unfunded portion of benefits earned to date. This statement will become
effective for the Town in fiscal year 2018.

Statement No. 77, “Tax Abatement Disclosures” — This statement requires governments that enter into tax

abatement agreements to provide certain disclosures regarding these commitments. This statement will become
effective for the Town in fiscal year 2017.
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Texas Municipal Retirement System

Schedule of Changes in Net Pension Liability and Related Ratios (Unaudited)

Last Fiscal Year (Previous years are not available)

Total pension liability:
Service cost
Interest (on the Total Pension Liability)
Changes in benefit terms
Difference between expected and actual experience
Change in assumptions
Benefit payments, including refunds of employee contributions
Net change in total pension liability
Total pension liability - beginning
Total pension liability - ending (a)
Plan fiduciary net position:
Contributions - employer
Contributions - employee
Net investment income
Benefit payments, including refunds of employee contributions
Administrative expense
Other
Net change in plan fiduciary net position
Plan fiduciary net position - beginning
Plan fiduciary net position - ending (b)
Net pension liability - ending (a) - (b)

Plan fiduciary net position as a percentage
of total pension liability

Covered employee payroll

Net pension liability as a percentage
of covered employee payroll

As of December 31
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Measurement Year

2014

2,819,937
8,660,470

(987,858)

(5,193,445)

5,299,104

124,907,757

130,206,861

1,789,255
1,224,976
6,157,338

(5,193,445)

(64,289)
(5,286)

3,908,549

107,639,477

111,548,026

18,658,835

85.67%

17,479,153

106.75%
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REQUIRED SUPPLEMENTARY INFORMATION

Texas Municipal Retirement System

Schedule of Contributions (Unaudited)

September 30, 2015

1) ) 3)=3-1) 4) B)=@Q)/4) 6 =274
Actuarially
Contribution determined
in relation to contributions as  Contributions as
the a percentage a percentage
Actuarially actuarially Contribution Covered of covered of covered
Fiscal determined determined excess employee employee employee
Year contribution contribution (deficiency) payroll payroll payroll
2006 $1,885,203 $ 1,885,203 $ - $ 13,330,709 14.14% 14.14%
2007 1,884,965 1,884,965 - 13,753,045 13.71% 13.71%
2008 1,974,491 1,974,491 - 14,455,362 13.66% 13.66%
2008 1,974,491 1,974,491 - 14,455,362 13.66% 13.66%
2009 2,123,822 2,123,822 - 16,237,145 13.08% 13.08%
2010 2,240,980 2,240,980 - 16,810,483 13.33% 13.33%
2011 2,238,741 2,238,741 - 16,680,756 13.42% 13.42%
2012 1,934,462 1,934,462 - 15,787,262 12.25% 12.25%
2013 1,763,244 1,763,244 - 15,598,079 11.30% 11.30%
2014 1,804,359 1,804,359 - 17,763,954 10.87% 10.87%
2015 1,874,383 1,874,383 - 18,804,927 10.72% 10.72%

Notes to Schedule:
Valuation Date:

Actuarial determined contribution rates are calculated as of December 31st each year and become effective in
January, 12 months and a day later.

Methods and Assumption Used to Determine Contribution Rate for 2015:
Actuarial Cost Method
Amortization Method

Remaining Amortization Period
Asset Valuation Method

Inflation

Salary Increases

Investment Rate of Return

Retirement Age

Mortality

Other Information:

Notes

Entry Age Normal

Level Percentage of Payroll, Closed

14 years

10 year smoothed market: 15% soft corridor

3.0%

3.50% to 12.00% including inflation

7.00%

Experience-based table of rates that are specific to the City's plan of
benefits. Last updated for the 2010 valuation pursuant to an experience
study of the period 2005 - 2009

RP2000 Combined Mortality Table with Blue Collar Adjustment with male
rates multiplied by 109% and female rates multiplied by 103% and
projected on a fully generational basis with scale BB

Granted 70% ad hoc COLA
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Town of Addison, Texas
Required Supplementary Information

REQUIRED SUPPLEMENTARY INFORMATION

Retiree Health Plan

Analysis of Funding Progress (Unaudited)

September 30, 2015

1) ()

®=@-@

(4)

(6) = (3)/(4)

Unfunded
Actuarial Actuarial UAAL as a
Actuarial Actuarial Accrued Accrued Percentage
Fiscal Valuation Value of Liability Funded Liability Covered of Covered
Year Date Assets (AAL) Ratio (UAAL) Payroll Payroll
2009 12/31/08 $- $2,749,111 0.00% $2,749,111 $ 15,764,082 17.44%
2011 12/31/10 - 1,968,533 0.00% 1,968,533 15,557,784 12.65%
2013 12/31/12 - 2,003,539 0.00% 2,003,539 15,598,079 12.84%
2015 12/31/14 - 2,137,029 0.00% 2,137,029 16,603,192 12.87%

Note: Fiscal year 2009 was the first year the Town implemented GASB Statement No. 45.

64






-
c
=2
o
m
=}
Q
>
3,
&
(2}
%
Q
o)
D
=
®
=2
3
(]

0
o
3
T
3,
=
«Q
Q
=2
Q.
5
=
<.
Q
c
o







NON-MAJOR GOVERNMENTAL FUNDS

The Municipal Court Fund accounts for the Town's court building
security and technology fees that are generated from court citation fines.
According to state law, the revenue generated from these fees may only
be spent on the municipal court.

The Public Safety Fund accounts for awards of monies or property by
the courts relating to cases that involve the Addison Police Department.
In prior years, this fund was classified as an expendable trust fund.

The Advanced Funding Grant Fund was created during fiscal year
2010. The fund accounts for grant monies that are received prior to the
related expenditure, and therefore, the fund may carry a balance from
year to year if the Town does not expend the monies within the fiscal
year.

The Economic Development Fund accumulates resources to support
efforts that attract commercial enterprises to Addison and encourage
existing businesses to remain in Addison.

The Reimbursement Grant Fund accounts for expenditures for which
the Town expects to be reimbursed.
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Town of Addison, Texas
Non-Major Governmental Funds

Municipal Court Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual
Year Ended September 30, 2015
With Comparative Actual Totals for 2014

2015 2014
Variance With
Final Budget
Budget Actual GAAP Positive Actual GAAP
Original Final Basis (Negative) Basis

REVENUES:
Court Awards $ 10,700 $ 10,700 $ 9,788 $ (912) $ 8,861
Building Security Fees 15,500 15,500 12,497 (3,003) 15,414
Court Technology Fees 20,500 20,500 16,670 (3,830) 20,556
Earnings on Investments 2,700 2,700 1,528 (1,172) 1,238
Total Revenues 49,400 49,400 40,483 (8,917) 46,069
EXPENDITURES:
Salaries and Fringe Benefits 25,000 25,000 14,371 10,629 14,665
Supplies 50,000 17,000 381 16,619 -
Maintenance and Materials 14,000 12,000 24,199 (12,199) 16,213
Contractual Services 8,000 8,000 - 8,000 -
Capital Outlay - 35,000 21,475 13,525 -
Total Expenditures 97,000 97,000 60,426 36,574 30,878
Net Change in Fund Balance (47,600) (47,600) (19,943) 27,657 15,191
Fund Balance at Beginning of Year 278,935 278,935 278,935 - 263,744
Fund Balances at End of Year $ 231,335 $ 231,335 $ 258,992 $ 27,657 $ 278,935
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Town of Addison, Texas

Non-Major Governmental Funds

REVENUES:

Court Awards

Earnings on Investments
Total Revenues

EXPENDITURES:
General Government
Supplies
Contractual Services
Public Safety
Supplies
Contractual Services
Total Expenditures

Net Change in Fund Balance
Fund Balance at Beginning of Year

Fund Balances at End of Year

Public Safety Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual

Year Ended September 30, 2015
With Comparative Actual Totals for 2014

2015 2014
Variance With
Final Budget
Budget Actual GAAP Positive Actual GAAP
Original Final Basis (Negative) Basis
$ 4,000 $ 4,000 $ -3 (4,000) $ 762
50 50 89 39 58
4,050 4,050 89 (3,961) 820
- - - - 3,616
- - - - 254
5,000 5,000 - 5,000 -
- - 84 (84) -
5,000 5,000 84 4,916 3,870
(950) (950) 5 955 (3,050)
19,185 19,185 19,185 - 22,235
$ 18,235 $ 18,235 $ 19,190 $ 955 $ 19,185
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Town of Addison, Texas
Non-Major Governmental Funds

Advanced Funding Grant Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual
Year Ended September 30, 2015
With Comparative Actual Totals for 2014

2015 2014
Variance With
Final Budget
Budget Actual GAAP Positive Actual GAAP
Original Final Basis (Negative) Basis
REVENUES:
Intergovernmental $ - 3 - $ 5421 $ 5421 $ -
Service Fees - - - - 4,639
Earnings on Investments - - 99 99 74
Total Revenues - - 5,520 5,520 4,713
EXPENDITURES:
Contractual Services 5,000 5,000 4,013 987 -
Total Expenditures 5,000 5,000 4,013 987 -
Net Change in Fund Balance (5,000) (5,000) 1,507 6,507 4713
Fund Balance at Beginning of Year 21,887 21,887 21,887 - 17,174
Fund Balances at End of Year $ 16,887 $ 16,887 $ 23,394 $ 6,507 $ 21,887
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Town of Addison, Texas
Non-Major Governmental Funds

Economic Development Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balances
Budget and Actual
Year Ended September 30, 2015
With Comparative Actual Totals for 2014

2015 2014
Variance With
Final Budget
Budget Actual GAAP Positive Actual GAAP
Original Final Basis (Negative) Basis

REVENUES:
Ad Valorem Taxes $ 1,000,030 $ 1,000,030 % 969,714 $ (30,316) $ 775,226
Service Fees 70,000 70,000 68,395 (1,605) -
Fines and Forfeitures - - - - 65,205
Earnings on Investments 1,660 1,660 3,844 2,184 1,986
Total Revenues 1,071,690 1,071,690 1,041,953 (29,737) 842,417
EXPENDITURES:
Salaries and Fringe Benefits 359,774 359,774 354,316 5,458 281,097
Supplies 32,600 32,600 20,853 11,747 6,893
Maintenance and Materials 91,230 91,230 62,448 28,782 5,518
Contractual Services 1,088,640 1,133,640 824,884 308,756 729,007
Capital Replacement 19,150 19,150 19,148 2 7,070
Total Expenditures 1,591,394 1,636,394 1,281,649 354,745 1,029,585
Excess (Deficiency) of Revenues

Over/(Under) Expenditures (519,704) (564,704) (239,696) 325,008 (187,168)
Other financing sources (uses)
Transfers In 515,282 515,282 515,282 - -
Total other financing sources
(uses) 515,282 515,282 515,282 - -
Net Change in Fund Balance (4,422) (49,422) 275,586 325,008 (187,168)
Fund Balance at Beginning of Year 477,233 477,233 477,233 - 664,401
Fund Balances at End of Year $ 472,811 $ 427,811 $ 752,819 $ 325,008 $ 477,233
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PROPRIETARY FUNDS

Internal Service Funds:

Internal Service funds are used to account for the financing of goods or
services provided by one department or agency to other departments or
agencies of the government and to other government units on a cost
reimbursement basis.

The Capital Replacement Fund is used to account for financial resources
set aside annually to replace equipment as its useful life is consumed.

The Information Technology Replacement Fund is used to account for
financial resources set aside annually to replace technology as its useful
life is consumed.



Town of Addison, Texas
Proprietary Funds - Internal Service Funds

Internal Service Funds
Combining Statement of Net Position
September 30, 2015

Information
Capital Technology
Replacement Replacement Total
ASSETS:
Current Assets:
Cash and Investments $ 3,568,731 $ 2,334,135 $ 5,902,866
Interest Receivable 2,413 1,532 3,945
Total Current Assets 3,571,144 2,335,667 5,906,811
Non-Current Assets:
Capital Assets:
Machinery and Equipment 8,244,834 6,852,050 15,096,884
Accumulated Depreciation (5,805,029) (5,420,466) (11,225,495)
Total Capital Assets, Net of Accumulated
Depreciation 2,439,805 1,431,584 3,871,389
Construction in Progress - 665,771 665,771
Total Assets 6,010,949 4,433,022 10,443,971
LIABILITIES:
Current Liabilities:
Accounts Payable and Accrued Liabilities 78 5,554 5,632
NET POSITION:
Net Investment in Capital Assets 2,439,805 2,097,355 4,537,160
Unrestricted 3,571,066 2,330,113 5,901,179
Total Net Position $ 6,010,871 $ 4,427,468 $ 10,438,339
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Town of Addison, Texas
Proprietary Funds - Internal Service Funds

OPERATING REVENUES:
Department Contributions
Total Operating Revenues

OPERATING EXPENSES:

Supplies

Contractual Services

Total Operating Expenses (Excluding Depreciation)
Depreciation

Total Operating Expenses

OPERATING INCOME/LOSS

NON-OPERATING REVENUES/(EXPENSES):
Investment Income/(Expense)

Sale of Assets

Total Non-Operating Revenues/(Expenses)

CHANGE IN NET POSITION

Net Position at Beginning of Year, as Restated

Net Position at End of Year

$

72

Internal Service Funds
Combining Statement of Revenues, Expenses, and Changes in Fund Net Position
Year ended September 30, 2015

Capital
Replacement

800,000
800,000

5,504
5,504
524,265
529,769

270,231
14,275
12,000
26,275

296,506

5,714,365
6,010,871

Information
Technology

Replacement

$ 750,000
750,000

337
22,809
23,146

339,924
363,070

386,930

11,335
11,335
398,265

4,029,203
$ 4,427,468

Total Internal
Service Funds

$ 1,550,000
1,550,000

337
28,313
28,650

864,189
892,839

657,161
25,610
12,000
37,610

694,771

9,743,568
$ 10,438,339



Town of Addison, Texas
Proprietary Funds - Internal Service Funds

Internal Service Funds
Combining Statement of Cash Flows
Year Ended September 30, 2015

Information
Capital Technology Total Internal
Replacement Replacement Service Funds
CASH FLOWS FROM OPERATING ACTIVITIES:
Department Contributions $ 800,000 $ 750,000 $ 1,550,000
Payments to Suppliers (72,920) (66,131) (139,051)
Net Cash Provided/(Used) by Operating Activities 727,080 683,869 1,410,949
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Acquisition and Construction of Capital Assets (985,752) (1,644,659) (2,630,411)
Proceeds from Sale of Capital Assets 12,000 - 12,000
Net Cash Provided/(Used) by Capital and Related
Financing Activities (973,752) (1,644,659) (2,618,411)
CASH FLOWS FROM INVESTING ACTIVITIES:
Interest on Cash and Investments 14,324 11,925 26,249
Net Cash Provided/(Used) by Investing Activities 14,324 11,925 26,249
Net Increase/(Decrease) in Cash and Cash Equivalents (232,348) (948,865) (1,181,213)
Cash and Cash Equivalents, October 1 3,801,079 3,283,000 7,084,079
Cash and Cash Equivalents, September 30 $ 3,568,731 $ 2,334,135 $ 5,902,866
Reconciliation of Income/(Loss) from Operations
to Net Cash Provided/(Used) by Operating Activities:
Operating Income/(Loss) $ 270,231 % 386,930 $ 657,161
Adjustments to Reconcile Income/(Loss) from Operations
to Net Cash Provided/(Used) by Operating Activities:
Depreciation 524,265 339,924 864,189
Change in Assets and Liabilities:
Increase/(Decrease) in Accounts Payable (67,416) (42,985) (110,401)
Net Cash Provided/(Used) by Operating Activities $ 727,080 $ 683,869 $ 1,410,949
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Capital Assets Used in Operations of
Governmental Funds



Town of Addison, Texas
Capital Assets Used in Operations by Governmental Funds

GENERAL CAPITAL ASSETS:
Property and Equipment in Service:

Land
Buildings

Improvements Other Than Buildings
Equipment
Total Property and Equipment in Service
Construction in Progress

Total Capital Assets

INVESTMENT IN GENERAL CAPITAL ASSETS BY SOURCE:
Capital Projects Funds:
General Obligation Bonds
Certificates of Obligation Bonds
Revenue Bonds
DART Grant
State Grant
Federal Grant
Contributions by Developers
Property Owners' Participation
Other Governments
General Fund:

Revenues

Special Revenue Funds
Infrastructure Fund
Debt Service Fund

Donations

Total Investment in General Capital Assets

COMPARATIVE SCHEDULE OF CAPITAL ASSETS
BY SOURCE
September 30, 2015 and 2014

2015 2014

66,245,286 $ 66,233,100
22,026,374 22,026,374
169,186,368 165,224,676
18,714,243 3,459,978
276,172,271 256,944,128
12,439,161 8,108,551
288,611,432 $ 265,052,679
106,930,459 $ 99,706,788
38,472,259 38,472,259
5,165,573 5,165,573
14,996,322 14,996,322
530,821 530,821
35,087 35,087
60,993,430 60,993,430

1,026,857 1,026,857

7,391,728 7,391,728
36,932,905 20,884,370
14,405,585 14,352,843

233,805 -
30,893 30,893
1,465,708 1,465,708
288,611,432 $ 265,052,679

This schedule presents only the capital asset balances related to governmental funds.
Accordingly, the capital assets reported in the internal service funds are excluded from the above amounts.
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Town of Addison, Texas
Capital Assets Used in Operations by Governmental Funds

SCHEDULE OF CAPITAL ASSETS
BY FUNCTION AND ACTIVITY
September 30, 2015

Improvements
Other Than

Function and Activity Land Buildings Buildings Equipment Total
GENERAL GOVERNMENT:
City Manager 881,309 $ 441,699 16,705 $ 39,898 1,379,611
Financial & Strategic Services 663,561 653,868 - 58,435 1,375,864
General Services - 1,397,134 21,099 243,404 1,661,637
Municipal Court - - 21,475 90,484 111,959
Human Resources - 202,433 5,499 9,887 217,819
City Council Special Projects - - - 1,623 1,623
Total General Government 1,544,870 2,695,134 64,778 443,731 4,748,513
PUBLIC SAFETY:
Police - 2,239,994 76,209 964,436 3,280,639
Fire - 2,366,507 220,333 15,453,506 18,040,346
Total Public Safety - 4,606,501 296,542 16,417,942 21,320,985
URBAN DEVELOPMENT - 161,946 10,998 18,648 191,592
STREETS 54,155,412 302,616 142,897,513 95,899 197,451,440
PARKS AND RECREATION:
Parks 3,983,561 531,800 14,374,315 128,942 19,018,618
Recreation - 8,040,898 1,136,996 116,203 9,294,097
Total Parks and Recreation 3,983,561 8,572,698 15,511,311 245,145 28,312,715
VISITOR SERVICES:
Visitor Services - - 172,918 34,037 206,955
Visit Addison - - 1,605,772 50,263 1,656,035
Conference Centre/Theatre 2,680,636 5,687,479 8,531,958 1,401,436 18,301,509
Special Events 3,880,807 - 94,578 7,144 3,982,529
Total Visitor Services 6,561,443 5,687,479 10,405,226 1,492,880 24,147,028
Balance at End of Year 66,245,286 $ 22,026,374 169,186,368 $ 18,714,245 $ 276,172,273

Construction in Progress

12,439,161

Total General Capital Assets $ 288,611,434

This schedule presents only the capital asset balances related to governmental funds.
Accordingly, the capital assets reported in the internal service funds are excluded from the above amounts.
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Town of Addison, Texas

Capital Assets Used in Operations by Governmental Funds

SCHEDULE OF CHANGES IN CAPITAL ASSETS

BY FUNCTION AND ACTIVITY
For the fiscal year ended September 30, 2015

Balance Balance

Function and Activity 9/30/2014 Additions Deletions Transfers 9/30/2015
GENERAL GOVERNMENT:
City Manager $ 1,379,611 $ - $ - % - $ 1,379,611
Financial & Strategic Services 1,375,864 - - - 1,375,864
General Services 1,616,376 45,261 - - 1,661,637
Municipal Court 90,484 21,475 - - 111,959
Human Resources 217,819 - - - 217,819
City Council Special Projects 1,623 - - - 1,623
Total General Government 4,681,777 66,736 - - 4,748,513
PUBLIC SAFETY:
Police 3,233,460 47,139 - - 3,280,599
Fire 17,996,965 43,421 - - 18,040,386
Total Public Safety 21,230,425 90,560 - - 21,320,985
URBAN DEVELOPMENT 191,592 - - - 191,592
STREETS 193,557,439 66,412 - - 193,623,851
PARKS AND RECREATION:
Parks 19,006,431 12,187 - - 19,018,618
Recreation 9,257,586 36,511 - - 9,294,097
Total Parks and Recreation 28,264,017 48,698 - - 28,312,715
VISITOR SERVICES:
Visitor Services 206,955 - - - 206,955
Visit Addison 1,656,035 - - - 1,656,035
Conference Centre/Theatre 18,270,245 31,264 - - 18,301,509
Special Events 3,982,529 - - - 3,982,529
Total Visitor Services 24,115,764 31,264 - - 24,147,028
Total General Capital Assets

Allocated by Function 272,041,014 303,670 - 3,827,589 276,172,273
Construction in Progress 8,774,322 7,720,433 (228,005) (3,827,589) 12,439,161
Total General Capital Assets $ 280,815,336 $ 8,024,103 $ (228,005) $ - $ 288,611,434

This schedule presents only the capital asset balances related to governmental funds.
Accordingly, the capital assets reported in the internal service funds are excluded from the above amounts.
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Town of Addison, Texas
Statistical Section

Changes in Net Position

Last Ten Fiscal Years
(Accrual Basis of Accounting)
(Unaudited)

Expenses

Governmental Activities:
General Government
Public Safety
Development Services
Streets
Parks and Recreation
Visitor Services

Interest on Long-Term Debt

Total Governmental Activities

Business-type Activities:
Airport
Utilities
Storm Water

Total Business-type Activities

Total Expenses - Primary Government

Program Revenues
Governmental Activities:
Charges for Services:
General Government
Public Safety
Development Services
Streets
Parks and Recreation
Visitor Services

Operating Grants and Contributions
Capital Grants and Contributions

Total Governmental Activities

Business-type Activities:
Charges for Services:
Airport
Utilities
Storm Water

Operating Grants and Contributions
Capital Grants and Contributions

Total Business-type Activities

Total Program Revenues - Primary Government

Net (Expense)/Revenue
Governmental Activities
Business-Type Activities

Total Net Expense - Primary Government

General Revenues
Taxes:

Property Taxes, Levied for General Purposes

Sales Taxes
Franchise Taxes
Hotel/Motel Taxes
Interest on Investments
Miscellaneous
Transfer
Total General Revenues

Business-type Activities
Interest on Investments
Miscellaneous
Transfer

Total Business-type Activities

Change in Net Position
Governmental Activities
Business-type Activities

Total Change in Net Position - Primary Government

SOURCE: Town of Addison Comprehensive Annual Financial Reports

2006 2007 2008 2009
6,251,658 $ 5,769,960 $ 6,405,494 $ 6,527,735
12,641,284 13,452,066 13,994,387 14,743,542
549,107 833,330 940,555 856,793
4,562,905 5,072,907 5,269,124 4,998,440
4,305,515 4,054,147 4,759,378 5,119,320
6,151,819 6,370,107 6,928,724 6,687,392
1,755,697 1,598,951 2,127,985 2,420,908
36,217,985 37,151,468 40,425,647 41,354,130
4,426,545 4,473,096 4,198,855 4,289,852
8,182,476 8,512,308 8,782,702 8,539,106
12,609,021 12,985,404 12,981,557 12,828,958
48,827,006 $ 50,136,872 $ 53,407,204 $ 54,183,088
100,957 $ 285,301 $ 186,920 $ 203,258
2,424,249 1,953,587 2,203,371 2,318,099
651,408 743,201 798,006 429,681
206,134 318,731 333,645 350,587
100,564 106,882 133,022 105,705
1,657,987 2,054,468 2,149,274 1,829,964
1,440,734 369,544 561,992 2,044,979
6,582,033 5,831,714 6,366,230 7,282,273
4,062,398 4,203,815 4,061,347 3,989,304
10,777,843 9,050,758 8,903,506 9,188,791
145,360 460,497 301,676 1,786,297
14,985,601 13,715,070 13,266,529 14,964,392
21,567,634 $ 19,546,784 $ 19,632,759 $ 22,246,665

(29,635,952)
2,376,580

$ (31,319,754)
729,666

$ (34,059,417)
284,972

$ (34,071,857)
2,135,434

(27,259,372) $ (30,590,088) $ (33,774,445) % (31,936,423)
13,297,948  $ 13,587,051  $ 14,310,671  $ 15,711,056
10,936,530 11,691,786 11,619,637 10,838,895

2,146,225 2,615,504 2,555,927 2,761,511
4,679,099 5,203,080 5,204,247 3,958,238
1,354,575 1,700,412 1,504,162 1,383,743
311,705 374,662 509,092 325,634
32,726,082 35,172,495 35,703,736 34,979,077
335,828 388,070 260,533 214,492
76,553 (38,376) 16,337 9,148
412,381 349,694 276,870 223,640
3,090,130 3,852,741 1,644,319 907,220
2,788,961 1,079,360 561,842 2,359,074
5879091 % 4932101 _$ 2,206,161 _$ 3,266,294
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Table 2

2010 2011 2012 2013 2014 2015
6,876,385  $ 6,709,095 6,485716  $ 7,021,312 $ 7,938,875 $ 8,730,944
14,550,333 14,914,759 15,130,157 15,229,474 15,765,099 16,820,899
938,059 866,023 879,253 925,830 932,247 1,032,105
5,277,938 4,913,524 5,028,071 8,387,857 6,450,628 8,105,373
4,502,295 4,742,946 4,963,327 5,062,784 5,597,254 5,517,049
6,027,442 6,431,136 6,852,198 7,239,033 7,358,141 6,106,103
2,423,732 2,261,571 2,548,945 3,054,940 3,037,574 3,018,672
40,596,184 40,839,054 41,887,667 46,921,230 47,079,818 49,331,145
4,181,256 4,387,384 4,526,398 5,188,321 6,027,300 5,893,611
8,529,681 8,633,217 9,178,844 9,459,791 10,317,160 10,748,886
- - - 234,257 768,016 848,354
12,710,937 13,020,601 13,705,242 14,882,369 17,112,476 17,490,851
53,307,121 _$ 53,859,655 55,592,909 _$ 61,803,599 _$ 64,192,294 $ 66,821,996
266,954  $ 143,529 208,734  $ 225731 $ 235233  $ 688,005
2,094,280 1,899,711 2,225,165 1,611,320 1,506,770 945,217
835,808 1,213,741 956,089 888,008 904,895 1,015,053
332,330 2,299,731 378,982 384,303 390,453 400,561
108,113 107,387 114,164 114,866 102,288 82,681
2,183,247 2,007,821 2,429,686 2,379,812 2,195,803 1,890,522
230,290 223,792 164,749 73,578 19,093 25,806
1,348,141 3,429,804 568,285 - - 158,253
7,399,163 11,325,516 7,045,854 5,678,518 5,354,535 5,206,098
4,289,225 4,526,593 4,255,547 4,505,430 4,857,759 5,138,479
8,806,069 10,740,568 11,128,700 10,802,692 9,953,099 9,877,262
- - - 1,307,573 1,640,615 1,726,526
1,102,850 9,668,165 1,258,798 9,331,840 7,660,647 1,025,835
14,198,144 24,935,326 16,643,045 25,947,535 24,112,120 17,768,102
21,597,307 _$ 36,260,842 23,688,899 _$ 31,626,053 _$ 29,466,655 $ 22,974,200
(33,197,021) $  (29,513,538) (34,841,813) $  (41,242,712) $  (41,725283) $ (44,125,047)
1,487,207 11,914,725 2,937,803 11,065,166 6,999,644 277,251
(31,709,814)  $  (17,598,813) (31,904,010) _$  (30,177,546) _$  (34,725639) $ (43,847,796)
15,900,631  $ 15,772,858 17,400,696  $ 17,975,149  $ 19484538 $ 20,385,225
9,987,439 10,604,803 11,988,116 13,029,712 14,222,194 14,104,584
2,578,154 2,792,601 2,699,520 3,021,899 2,806,656 2,828,420
3,666,781 4,000,786 4,295,149 4,575,083 5,011,671 5,510,406
339,986 148,966 99,065 133,140 130,419 181,811
2,474,485 772,276 769,837 461,641 613,432 590,619
- - - - (4,626,322) -
34,947,476 34,092,290 37,252,383 39,196,624 37,642,588 43,601,065
11,065 (16,178) (51,843) (71,264) (22,013) 100,928
18,732 10,145 405 (30,525) 7,232 512,888

- - - - 4,626,322 -

29,797 (6,033) (51,438) (101,789) 4,611,541 613,816
1,750,455 4,578,752 2,410,570 (2,046,088) (4,082,695) (523,982)
1,517,004 11,908,692 2,886,365 10,963,377 11,611,185 891,067
3,267,459 % 16,487,444 5,296,935 _$ 8,917,289 _$ 7,528,490 $ 367,085
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Town of Addison, Texas
Statistical Section

Changes in Fund Balances,
Governmental Funds

Last Ten Fiscal Years

(Modified Accrual Basis of Accounting)
(Unaudited)

REVENUES:

Ad Valorem Taxes
Non-Property Taxes
Franchise Fees
Licenses and Permits
Intergovernmental
Service Fees

Fines and Forfeitures
Earnings on Investments
Contributions

Rental Charges
Recycling Proceeds
Other

Total Revenues

EXPENDITURES:
Current:
General Government
Public Safety
Development Services
Streets
Parks and Recreation
Visitor Services
Municipal Court
Economic Development
Debt Service:
Principal Retirement
Interest and Fiscal Charges
Debt Issuance Costs
Capital Projects:
Salaries and Fringe Benefits
Supplies
Maintenance and Materials
Contractual Services
Other
Engineering and Contractual Services
Construcn and Equipment
Total Expenditures

Excess/(Deficiency) of Revenues
over Expenditures

OTHER FINANCING SOURCES/(USES):
Proceeds from Refunding Bonds Issued
Payment to Refunded Bond Escrow Agent
Issuance of Debt

Discount on issuance of bonds

Bond Issuance Costs

Premium on Issuance of Bonds

Transfers In

Transfers Out

Total Other Financing Sources/(Uses)

Net Change in Fund Balance

Debt Service as a Percentage of
Non-Capital Expenditures

SOURCE: Town of Addison Comprehensive Annual Financial Reports

2006 2007 2008 2009
13,293,707 $ 13,629,796 14,367,964 15,636,534
15,586,851 16,719,036 16,841,525 14,478,768
2,681,263 2,615,504 2,555,927 2,761,511
651,408 743,201 798,006 429,681
1,440,734 185,297 561,992 257,429
2,414,454 2,648,853 2,944,353 2,696,581
1,185,093 1,239,873 1,297,064 1,322,196
1,148,087 1,416,049 1,291,081 1,234,816
- 184,247 ; ]
656,988 676,563 744,496 670,546
29,311 32,703 41,567 18,570
194,943 333,005 333,101 90,574
39,282,839 40,424,127 41,777,076 39,597,206
6,138,990 5,699,206 6,412,823 6,357,501
12,745,195 13,318,918 14,193,406 14,374,702
563,271 770,557 884,770 864,234
1,421,464 1,476,582 1,805,175 2,356,219
3,671,919 3,569,031 4,108,418 4,072,051
5,801,404 6,040,917 6,512,965 6,216,141
3,570,000 3,735,000 3,919,769 4,115,100
1,747,186 1,628,447 1,624,105 2,808,332
50,461 52,304 36,908 4,325
2,340 - - 2,878
- - - 41,480
449,930 123,695 745,837 1,591,103
4,796,080 1,110,279 2,232,634 3,573,333
40,958,240 37,524,936 42,476,810 46,377,399
(1,675,401) 2,899,191 (699,734) (6,780,193)
6,355,000 - - -
(6,228,588) - - -
1,500,000 - 28,222,000 -
(114,666) ; ) )
- - 27,833 -
968,890 706,710 700,000 896,489
(968,890) (706,710) (700,000) (979,528)
1,511,746 - 28,249,833 (83,039)
(163,655) $ 2,899,191 27,550,099 (6,863,232)
15.00% 14.97% 14.14% 17.51%
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Table 4

2010 2011 2012 2013 2014 2015

15,900,747 $ 15,803,400 $ 17,471,642 $ 18,047,998 $ 19,274,720 $ 20,560,124

13,744,620 14,564,185 16,183,779 17,604,795 19,444,668 19,728,511
2,578,154 2,760,188 2,727,370 2,695,073 2,818,869 2,828,420
833,178 1,210,058 953,709 886,423 901,645 1,011,223
1,323,831 3,543,357 2,676,792 73,578 19,093 180,612
3,135,434 2,840,317 3,104,592 2,939,606 2,758,458 2,543,707
1,215,414 1,104,477 1,208,773 1,082,115 988,574 764,144
298,634 122,128 75,972 122,169 143,299 277,680
700,207 733,957 931,619 1,119,737 1,119,551 1,201,389
21,126 22,608 26,414 25,539 13,295 10,403
2,277,342 531,149 483,009 105,803 206,157 199,880
42,028,687 43,235,824 45,843,671 44,702,836 47,688,329 49,306,093
6,323,801 6,353,784 6,135,191 6,371,055 6,646,587 7,657,465
13,812,617 14,857,023 15,075,757 14,945,841 15,876,424 16,699,726
887,132 885,218 886,705 927,684 962,584 1,090,973
1,672,375 1,612,011 1,612,699 1,750,500 1,727,403 1,803,139
3,698,831 4,061,666 4,269,381 4,316,689 4,874,394 4,755,341
5,445,391 7,655,939 6,171,479 7,116,334 6,730,501 5,454,910
- - 54,370 53,112 30,878 60,426

- 342,200 469,679 624,014 1,029,585 1,281,649
4,369,520 3,873,610 4,738,040 4,701,161 5,086,153 5,473,152
2,444,875 2,284,774 1,918,640 2,747,654 3,110,704 3,417,820
- - 141,666 - - -

937 - 17,635 80,660 - -
231,367 9,870 - 3,946 12,459 -

- - - 49 - -

- - - 138,236 - -
2,585,480 1,846,919 796,958 2,165,012 422,982 5,076,254
9,431,214 14,375,210 3,038,501 3,742,776 8,241,546 3,840,912
50,903,630 58,158,224 45,326,701 49,684,723 54,752,200 56,611,767
(8,874,943) (14,922,400) 516,970 (4,981,887) (7,063,871) -
- - 46,315,000 - - -

- - (14,834,842) - - -

- - - 7,790,000 12,000,000 -

- - (632,482) - - -

- - 4,133,956 292,493 97,299 -
2,133,827 1,384,156 1,258,263 578,501 570,000 5,226,082
(2,133,827) (1,384,156) (3,074,679) (578,501) (570,000) (5,226,082)
- - 33,165,216 8,082,493 12,097,299 -

(8,874,943) $  (14,922,400) $ 33,682,186 $ 3,100,606 $ 5,033,428 $ -

17.63% 15.40% 16.32% 17.27% 16.11% 18.38%
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Town of Addison, Texas

Statistical Section Table 7
SUMMARY OF TAX REVENUES AND FRANCHISE FEES
Last Ten Fiscal Years
Mixed Hotel
Fiscal Property 1% Town Beverage Franchise Occupancy
Year Taxes (1) Sales Tax Taxes Fees Tax Total
2006 13,293,707 $ 9,941,386 $ 966,366 $ 2,681,263 $ 4,679,099 $ 31,561,821
2007 13,629,796 10,508,257 1,007,699 2,615,504 5,203,080 32,964,336
2008 14,367,964 10,649,989 987,289 2,555,927 5,204,247 33,765,416
2009 15,636,534 9,584,496 936,034 2,761,511 3,958,238 32,876,813
2010 15,900,747 9,155,849 921,990 2,578,154 3,666,781 32,223,521
2011 15,803,400 9,632,640 930,759 2,760,188 4,000,786 33,127,773
2012 16,918,402 11,089,866 798,764 2,727,370 4,295,149 35,829,551
2013 18,047,998 12,217,439 812,273 2,695,073 4,575,083 38,347,866
2014 19,274,720 13,440,938 994,609 2,818,869 5,009,121 41,538,257
2015 20,560,124 13,038,912 1,176,643 2,828,420 5,512,956 43,117,055

Table includes General, Special Revenue, Capital Project, and Debt Service funds.

Notes:

(@ Includes penalty and interest.
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Town of Addison, Texas

Statistical Section Table 8
ASSESSED AND ESTIMATED
MARKET VALUE OF TAXABLE PROPERTY
Last Ten Fiscal Years
Less
Personal Tax-Exempt Total
Actual Real Property Property Property Direct
Fiscal Levy Assessed Assessed Assessed Total Tax
Year Year Value @) Value Value Taxable Value Rate @
2006 2005 2,431,288,850 $ 635,155,220 $ (273,069,618) $ 2,793,374,452 $ 0.4760
2007 2006 2,676,126,320 647,121,940 (293,642,826) 3,029,605,434 0.4640
2008 2007 3,133,172,520 654,923,060 (306,253,403) 3,481,842,177 0.4337
2009 2008 3,316,069,140 759,489,460 (350,731,677) 3,724,826,923 0.4535
2010 2009 3,095,240,320 633,330,780 (417,521,300) 3,311,049,800 0.4960
2011 2010 2,872,659,100 601,788,640 (415,674,023) 3,058,773,717 0.5300
2012 2011 2,864,186,430 586,674,080 (422,817,942) 3,028,042,568 0.5800
2013 2012 2,955,211,640 580,038,950 (400,355,712) 3,134,894,878 0.5800
2014 2013 3,270,235,970 621,418,790 (401,647,062) 3,490,007,698 0.5718
2015 2014 3,538,702,310 685,963,840 (419,085,309) 3,805,580,841 0.5618

SOURCE: Dallas Central Appraisal District

Notes:

(1) Assessed value is 100% of estimated market value.
(2 Per $100 of valuation.
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Town of Addison, Texas
Statistical Section Table 9

DIRECT AND OVERLAPPING PROPERTY TAX RATES
(PER $100 OF ASSESSED VALUE)
Last Ten Fiscal Years

City Direct Rates () Overlapping Rates (2
General Total Dallas

Operating Obligation Direct Community Carrollton/ County Total
Fiscal General Debt Ad Valorem Dallas College Dallas Farmers Hospital  Ad Valorem

Year Rates Service Rate County District ISD Branch ISD District Rate
2006 $ 0.3060 $ 0.1700% 0.4760 $ 0.2192% 0.0816$% 1.6884% 1.8259 $ 0.2540% 2.7192
2007 0.3110 0.1530 0.4640 0.2189 0.0810 1.5026 1.6830 0.2540 2.5206
2008 0.2990 0.1347 0.4337 0.2328 0.0804 1.1996 1.3670 0.2540 2.2006
2009 0.2828 0.1707 0.4535 0.2330 0.0894 1.1834 1.3623 0.2540 2.2133
2010 0.3360 0.1600 0.4960 0.2333 0.0949 1.2713 1.3422 0.2740 2.3696
2011 0.3479 0.1821 0.5300 0.2531 0.0992 1.2378 1.3469 0.2710 2.3911
2012 0.3819 0.1981 0.5800 0.2531 0.0997 1.2903 1.3568 0.2710 2.4941
2013 0.3593 0.2207 0.5800 0.2531 0.1190 1.2903 1.3306 0.2710 2.5134
2014 0.3588 0.2130 0.5718 0.2531 0.1247 1.2820 1.3235 0.2760 2.5076
2015 0.3437 0.2181 0.5618 0.2531 0.1248 1.2820 1.3033 0.2860 2.5077

SOURCE: Dallas County Tax Office

Notes:
(1) The Town's operating tax rate may be increased only by a majority vote of the City Council up to the limit prescribed by
State law, after which the Town's residents may petition for a vote. Rates for debt service are set based on each year's
requirements.

) Overlapping rates are those of local and county governments that apply to property owners within the Town of Addison.

The Carrollton/Farmers Branch ISD tax rate is excluded from the total Ad Valorem rate because most of the property
owners in Addison are within the Dallas ISD geographic boundaries.
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Town of Addison, Texas
Statistical Section

Table 10

PROPERTY TAX LEVIES AND COLLECTIONS
Last Ten Fiscal Years

Collections Within

Actual Taxes Levied the Fiscal Year of the Levy Collections Total Collections to Date
Fiscal Levy for the Current Tax Percentage in Subsequent Total Tax Percentage
Year Year Fiscal Year Collections of Levy Years ) Collections of Levy
2006 2005 $ 13,296,460 $ 13,197,440 99.3% $ 23,531 13,220,971 99.4%
2007 2006 14,057,369 13,685,151 97.4% (137,238) 13,547,913 96.4%
2008 2007 15,100,750 14,284,974 94.6% 14,221 14,299,195 94.7%
2009 2008 16,892,090 15,628,630 92.5% (25,508) 15,603,122 92.4%
2010 2009 16,422,810 15,867,761 96.6% 3,631 15,871,292 96.6%
2011 2010 16,211,500 15,676,932 96.7% 52,657 15,729,589 97.0%
2012 2011 17,562,650 17,286,939 98.4% 107,545 17,394,484 99.0%
2013 2012 18,182,390 17,952,493 98.7% 31,948 17,984,441 98.9%
2014 2013 20,000,565 19,245,018 96.2% (11,276) 19,233,742 96.2%
2015 2014 21,430,622 20,639,637 96.3% (125,285) 20,514,352 95.7%

SOURCE: Dallas County Tax Office

Notes:

(1) Negative amounts represent refunds of taxes to property owners who appealed their values for the current
year (or previous years) to the Dallas Central Appraisal District and received lower valuations as a result of

the appeal.
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Town of Addison, Texas

Statistical Section Table 12
RATIO OF GENERAL BONDED DEBT OUTSTANDING
Last Ten Fiscal Years
Percentage
General Certificates Less: Amounts Total of Actual

Fiscal Obligation of Available in Debt Outstanding Taxable Per
Year Bonds® Obligation® Service Fund @ Debt Value (%) Capita
2006 52,530,000 $ 4,185,000 $ 1,649,428 $ 55,065,572 197 $ 3,695.68
2007 47,560,000 3,960,000 1,613,153 49,906,847 1.65 3,272.58
2008 42,110,000 38,225,000 1,360,440 78,974,560 2.27 5,178.66
2009 36,445,000 37,925,000 1,082,061 73,287,939 1.97 5,469.25
2010 30,535,000 37,530,000 1,126,069 66,938,931 2.02 4,764.34
2011 24,850,000 37,120,000 1,127,831 60,842,169 1.99 4,658.67
2012 42,376,000 51,522,000 1,079,254 92,818,746 3.07 6,785.00
2013 44,157,000 60,451,000 1,234,727 103,373,273 3.30 7,917.68
2014 48,985,000 38,662,000 1,020,159 86,626,841 2.48 5,706.64
2015 44,580,000 37,593,849 831,366 81,342,483 2.14 5,723.93

NOTEs: (1) This is the general bonded debt of both governmental and business-type activities, net of original issuance

and premiums.
This is the amount restricted for debt service principal payments at the fund level.

SOURCE: Town of Addison Comprehensive Annual Financial Reports

See Table 8 for taxable values and Table 16 for population data.
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Town of Addison, Texas

Statistical Section Table 13
DIRECT AND OVERLAPPING DEBT
Year Ended September 30, 2015

Estimated

Percent Share of
Taxing Jurisdiction G.O. Bonded Debt Applicable® Overlapping Debt
Carrollton-Farmers Branch ISD $ 274,820,000 1.34% 3,682,588
Dallas County 84,725,000 2.17% 1,838,533
Dallas County Community College District 321,510,000 2.08% 6,687,408
Dallas County Hospital District 728,005,000 2.11% 15,360,906
Dallas County Schools 60,215,000 2.13% 1,282,580
Dallas ISD 2,552,990,000 3.51% 89,609,949
Total Overlapping Debt 118,461,964
Town of Addison (Direct Debt) $ 80,133,849 () 100% 80,133,849
Total Direct and Overlapping Debt 198,595,813
Ratio of Overlapping G.O. Debt to 2014 Taxable Assessed Valuation 3.11%
Per Capita Overlapping G.O. Debt 7,483

SOURCE: Municipal Advisory Council of Texas
See Table 8 for taxable values and Table 16 for population data.

Notes:

(1) The percentage of overlapping debt applicable is estimated using taxable assessed property values. Applicable
percentages were estimated by determining the entity's taxable assessed value that is with the Town's

boundaries and dividing by the entity's total taxable assessed value.

(2)Total general obligation (G.0.) bonded debt shown for the Town of Addison excludes self-supporting

debt and amount available for repayment in the Debt Service funds.
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Town of Addison, Texas
Statistical Section Table 14

SCHEDULE OF REVENUE BOND COVERAGE
WATER AND SEWER FUND
Last Ten Fiscal Years

Net Revenue Available for Debt Service Debt Service Requirements @
Revenue

Fiscal Gross Net Bond

Year Revenue Expense @) Revenue Principal Interest Total Coverage ©®)

2006 $ 10,448,742 $ 6,594,211 $ 3,854,531 $ -$ -$ - N/A

2007 9,378,480 6,837,579 2,540,901 - - - N/A

2008 9,086,984 6,970,850 2,116,134 - - - N/A

2009 9,362,976 7,105,167 2,257,809 - - - N/A

2010 8,803,804 6,811,662 1,992,142 - - - N/A

2011 10,726,977 7,024,544 3,702,433 - - - N/A

2012 11,068,924 7,529,490 3,539,434 - - - N/A

2013 10,743,714 8,052,963 2,690,751 - - - N/A

2014 9,894,247 8,449,185 1,445,062 - - - N/A
2015 10,241,191 9,017,932 1,223,259 - - - N/A

Notes:

@ Includes "operating expenses excluding depreciation" and "non-operating expenses excluding interest expense".

&) Includes principal and interest of revenue bonds only. It does not include the general obligation bonds

reported in the enterprise fund.
©) Revenue bond coverage is equal to net revenue available for debt service divided by total principal and interest.

Revenue bonds were retired in fiscal year 2002. Current year debt associated with the Town's Utility (Water
and Sewer) Fund is limited to general obligation bonds and certificates of obligation. This debt is secured by
the Town's property taxes but is supported by Utility Fund revenues.
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Town of Addison, Texas
Statistical Section Table 15

SCHEDULE OF COMBINATION TAX AND REVENUE CERTIFICATES OF OBLIGATION COVERAGE
HOTEL FUND
Last Ten Fiscal Years

Net Revenue Available for Debt Service Debt Service Requirements
Fiscal Gross Net Bond
Year Revenue Expenditure (1) Revenue Principal Interest Total Coverage @
2006 $ 6,539,634 $ 1,118,079 $ 5,421,555 $ 465,000 $ 240,887 $ 705,887 7.7
2007 7,490,887 942,884 6,548,003 480,000 226,710 706,710 9.3
2008 7,546,348 1,077,436 6,468,912 500,000 212,012 712,012 9.1
2009 5,887,509 973,467 4,914,042 515,000 196,788 711,788 6.9
2010 5,900,022 963,908 4,936,114 535,000 181,037 716,037 6.9
2011 6,026,377 1,007,162 5,019,215 555,000 164,988 719,988 7.0
2012 6,740,112 1,080,980 5,659,132 620,000 108,143 728,143 7.8
2013 6,970,189 1,626,644 5,343,545 600,000 104,623 704,623 7.6
2014 7,181,306 1,063,116 6,118,190 625,000 86,650 711,650 8.6
2015 7,512,047 959,140 6,552,907 640,000 70,800 710,800 9.2

Notes:
(1) Combination Tax and Revenue Certificates of Obligation bond covenants require only Conference Centre
expenditures be considered when calculating bond coverage.

(2 Bond coverage is equal to net revenue available for debt service divided by total principal and interest.
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Town of Addison, Texas
Statistical Section Table 16

DEMOGRAPHIC AND ECONOMIC STATISTICS
AS OF SEPTEMBER 30
Last Ten Fiscal Years

Personal Per Capita

Fiscal Estimated Assessed Income Personal Labor Unemployment
Year Population () Valuations @ (Thousands) Income 3 Force 4 Rate 4

2006 14,900 $ 2,793,374,452 $ 597,852 $ 40,124 2,093,468 4.6%
2007 15,250 3,029,605,434 621,311 40,742 2,108,631 3.9%
2008 15,250 3,481,842,177 669,683 43,914 2,084,562 5.7%
2009 13,400 3,724,826,923 579,743 43,264 2,152,800 8.2%
2010 14,050 3,311,049,800 550,109 39,154 2,154,240 7.9%
2011 13,060 3,058,773,717 558,419 42,758 2,201,071 8.4%
2012 13,680 3,028,042,568 735,847 53,790 2,225,546 6.3%
2013 13,056 3,134,894,878 769,912 58,970 2,288,740 6.0%
2014 15,180 3,490,007,698 649,124 87,981 2,329,755 5.0%
2015 15,180 3,805,580,841 624,799 84,684 2,381,544 3.8%

SOURCES:

(M North Central Texas Council of Governments estimates

(@ Dallas Central Appraisal District

(3 Personal income is estimated from Town of Addison Budget Book

4 Texas Workforce Commission - Effective January 2005, data for cities of less than 25,000 was no longer

provided. The information presented for September 2005 and forward represents the Dallas, Plano, Irving
Metro Area.
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Town of Addison, Texas

Statistical Section Table 17
PRINCIPAL PROPERTY TAXPAYERS
Current Year and Nine Years Ago
2015 2006
Percent Percent
of Total of Total
Taxable Taxable Taxable Taxable
Assessed Assessed Assessed Assessed
Name of Taxpayer Nature of Property Valuation Rank Valuation Valuation Rank Valuation
FPG Colonnade LP Land, Office Buildings $ 200,040,430 1 5.26%
Post Properties Inc. Mixed Development 151,776,330 2 3.99% 104,889,740 2 3.75%
COP Spectrum Center LLC Office Buildings 80,800,000 3 2.12%
Fiori LLC Land, Hotel 77,839,310 4 2.05%
Real Pink Limited Office Buildings 75,628,390 5 1.99%
5100 Belt Line Investors LLC Insurance 75,195,140 6 1.98%
Gaedeke Holdings IX LLC Office Buildings 68,200,000 7 1.79%
MHSS-Addison LP Land, Office Buildings 65,900,000 8 1.73%
SIR Properties Trust Land, Office Buildings 55,735,000 9 1.46%
SAYOYE2 LLC Apartments 55,571,490 10 1.46%
EOP Colonnade of Dallas Land, Office Buildings 153,529,460 1 5.50%
MBNA Texas Properties Land, Office Buildings 71,893,480 3 2.57%
FSP Addison Cir LTD Ph 1 LP  Office Buildings 60,158,710 4 2.15%
VOP Belt Line LTD PS Land, Office Buildings 57,963,140 5 2.08%
Richmond Properties Land, Office Buildings 55,368,630 6 1.98%
Spectrum Center Partners Office Buildings 55,353,470 7 1.98%
Millennum Park Phl Ip Land, Office Buildings 50,989,630 8 1.83%
Cresent Real Estate Land, Office Buildings 45,499,990 9 1.63%
DBSI One Hanover LLC Office Buildings 41,113,820 10 1.47%
$ 906,686,090 23.83% $ 696,760,070 24.94%

SOURCE: Dallas Central Appraisal District
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Town of Addison, Texas

Statistical Section Table 18
MAJOR EMPLOYERS
Current Year and Nine Years Ago
2015 2006
Estimated Percent Estimated Percent
Number of of Total Number of of Total

Company Type of Business Employees Employees Employees Employees
Bank of America Finance 3,500 3.89% N/A* N/A*
Mary Kay Cosmetics Inc. Cosmetics 1,200 1.33% N/A* N/A*
Hilton Worldwide, Incorporated Hospitality 616 0.68% N/A* N/A*
Rexel Industrial Electrical Supplies 500 0.56% N/A* N/A*
Intercontinental Hotel Hospitality 450 0.50% N/A* N/A*
Concentra Medical 400 0.44% N/A* N/A*
Barnett Daffin Frappier Turner and

Engel LLP Mortgage 400 0.44% N/A* N/A*
United Surgical Partners International Medical 379 0.42% N/A* N/A*
USAA Financial Planning Services Finance 374 0.42% N/A* N/A*
Zurich Business Insurance 300 0.33% N/A* N/A*
Hitachi Consulting Consulting 300 0.33% N/A* N/A*
Glazer's Family of Companies Spirits 280 0.31% N/A* N/A*
Encore Payment System LLC IT/Finance 280 0.31% N/A* N/A*
Trinity Christian Academy Education 250 0.28% N/A* N/A*
Affirmative Insurance Insurance 250 0.28% N/A* N/A*
Assurant Solutions Insurance 250 0.28% N/A* N/A*

SOURCE: Human Resource Department of respective Company

Notes:
* Not available.
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Town of Addison, Texas

Statistical Section Table 19
BUDGETED FULL-TIME EQUIVALENT CITY GOVERNMENT EMPLOYEES BY FUNCTION/PROGRAM
Last Ten Fiscal Years

Function/Program 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
General Government

City Manager's Office 10.0 8.5 8.5 8.5 8.5 8.0 7.5 6.0 7.0 8.0

Financial and Strategic Services 11.0 10.0 10.0 10.0 9.0 8.0 8.0 8.0 7.5 9.7

Municipal Court 4.7 4.7 4.7 5.7 5.7 5.4 5.4 5.4 5.7 5.7

General Services 9.0 9.0 10.0 10.0 10.0 9.0 8.0 5.0 5.0 5.0

Human Resources 4.7 4.7 4.7 5.2 5.2 4.2 5.2 4.2 4.2 35

Information Technology 6.0 6.0 6.0 6.0 6.0 6.0 6.0 7.0 7.0 7.0
Total General Government 45.4 42.9 43.9 45.4 44.4 40.6 40.1 35.6 36.4 38.9
Public Safety

Police 81.8 68.3 69.3 70.3 73.3 72.3 73.8 73.8 75.3 79.8

Emergency Communications - 125 125 135 135 135 135 135 135 135

Fire 55.0 55.0 55.0 55.0 54.0 53.0 52.0 52.0 55.3 55.3
Total Public Safety 136.8 135.8 136.8 138.8 140.8 138.8 139.3 139.3 144.1 148.6
Development Services 6.0 7.0 7.0 7.0 7.0 7.0 7.2 7.2 7.2 7.2
Economic Development - - - - - - 1.0 2.0 3.0 4.0
Public Works

Streets 6.0 7.0 7.0 7.0 7.0 7.0 5.0 5.0 5.0 5.4

Stormwater 1.4 1.7

Utilities 18.0 17.0 17.0 18.0 17.0 17.0 16.0 18.0 18.3 16.6
Total Public Works 24.0 24.0 24.0 25.0 24.0 24.0 21.0 23.0 24.7 23.7
Parks and Recreation

Parks 20.0 20.0 20.0 21.0 20.0 20.0 20.0 21.0 21.0 21.0

Recreation 17.2 15.2 15.6 15.6 15.6 15.6 14.6 14.6 14.6 15.1
Total Parks and Recreation 37.2 35.2 35.6 36.6 35.6 35.6 34.6 35.6 35.6 36.1
Visitor Services

Visitor Services 3.0 25 25 2.5 2.5 3.0 3.0 3.0 3.0 -

Conference Centre 7.5 7.5 7.5 7.5 7.5 7.5 8.0 7.0 8.7 8.5

Special Events 4.0 4.0 4.0 4.0 4.0 3.0 3.0 35 4.0 4.3

Marketing - - - - - - 1.0 1.0 1.0 1.0

Performing Arts - - - - - - - - - -
Total Visitor Services 14.5 14.0 14.0 14.0 14.0 13.5 15.0 14.5 16.7 13.8
Airport Fund 2.0 2.0 2.0 2.0 2.0 2.0 3.0 3.0 3.0 3.0
TOTAL 266 261 263 269 268 262 261 260 271 275

SOURCE: Town of Addison Human Resources Department
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Town of Addison, Texas

Statistical Section Table 20
OPERATING INDICATORS BY FUNCTION/PROGRAM
Last Ten Fiscal Years
Function/Program 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Police
Crimes Against Property 1,217 1,094 954 1,100 968 1,056 933 942 768 728
Crimes Against Persons 387 397 390 452 381 388 435 393 358 55
Arrests 2,071 2,227 2,844 3,220 2,775 2,876 2,924 2,548 2,006 1,712
Callls for Service 19,414 19,320 17,365 16,109 15,453 17,989 17,390 16,463 16,624 17,181
Fire
Number of Fires 74 39 38 50 44 51 45 61 63 51
Dollar Loss $ 379,541 283,000 $ 234,375 $ 396,100 $ 2,212,000 $ 3,027,173 $ 2,484,545 $ 1,166,345 $ 1,268,010 $ 608,900
Calls for Service - Fire 1,037 968 1,033 893 834 866 837 896 989 996
Calls for Service - EMS 1,477 1,588 1,507 1,422 1,518 1,463 1,676 1,696 1,598 1,730
Streets
Tons of Recycling Collected 365 357 354 343 328 330 334 360 387 323
Parks
Acres Maintained 150 138 137 138 139 163 163 163 163 163
Recreation
Recreation Event Participants 12,720 13,371 13,002 13,184 14,947 14,874 22,496 22,632 21,392 21,392
Number of Users 129,090 128,293 126,214 126,123 125,339 123,794 131,730 128,722 122,656 122,656
Active Athletic Club Members 3,757 3,595 3,395 3,222 3,300 3,428 3,637 3,669 3,942 3,942
Utilities
Water Usage - Peak (1) 9,900 8,000 8,421 8,748 8,895 9,402 8,871 8,979 10,042 11,093
Water Usage - Average (1) 6,023 5,150 4,847 4,627 4,334 5,014 5,021 4,829 4,577 4,682
Service Line Breaks 15 17 13 11 11 7 10 11 16 8
Water Main Breaks 3 7 7 1 1 1 2 5 7 4

SOURCE: Town of Addison Department Data

Notes:
(@) In thousands of gallons
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Town of Addison, Texas
Statistical Section Table 21

CAPITAL ASSET STATISTICS BY FUNCTION/PROGRAM
Last Ten Fiscal Years

Function/Program 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Public Safety

Police Stations 1 1 1 1 1 1 1 1 1 1
Fire Stations 2 2 2 2 2 2 2 2 2 2
Public Works

Streets - Paved (miles) 39 39 41 41 41 41 41 41 41 41
Lane Miles 119 119 126 126 164 164 164 164 164 164
Traffic Signals 34 34 34 34 36 36 36 36 36 36
Parks and Recreation (1)

Acres Maintained 149 149 136 138 139 163 163 163 163 163
Parks 15 16 12 13 13 15 15 15 15 15
Playgrounds 3 3 3 3 3 5 5 5 5 5
Soccer/Football Fields 1 1 - - - 1 1 1 1 1
Community Centers 2 2 1 1 1 1 1 1 1 1
Water

Water Mains (Miles) 98 98 99 101 96 80 80 80 80 80
Fire Hydrants 1,040 1,150 1,175 1,200 1,013 1,052 1,052 1,038 1,038 1,038
Wastewater

Miles of Sanitary Sewers 87 87 88 90 82 66 66 66 66 66
Miles of Storm Sewers 22 22 22 22 22 57 57 60 60 60

SOURCE: Town of Addison Department Data

Notes:
@ In 2008, the joint use agreement between the Town of Addison and Trinity Christian
Academy terminated. The agreement had allowed the Town use of the Trinity Christian
Academy facilities in exchange for sharing the maintenance of these facilities.
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Al-1649 13.
Work Session and Regular Meeting

Meeting Date: 04/26/2016

Department: City Manager

AGENDA CAPTION:
Presentation And Discussion Of Final Report From Kanter Forensics, LLC.

BACKGROUND:

In April of 2014, Kanter Forensics, LLC (Kanter) was engaged by the Town of Addison
to perform an analysis of Town operations regarding its financial procedures and internal
controls. Kanter provided a set of recommendations in July 2014 in which issues related
to purchasing, procurement practices, accounts payable processing, banking, fixed
assets, payroll, cash receipts and staffing were identified. In October 2014 a second set
of recommendations identified recommendations related to contracting, Oktoberfest
special events, and compliance monitoring. In November of 2014, he was asked to
perform an analysis specifically related to the following: Municipal Court, special events
and one vendor, physical inventory reconciliation consulting and status update regarding
the first set of recommendations. In January 2015, the October agreement was
amended to provide for additional data entry hours needed regarding the project. In
February 2016, additional money was approved to complete the analysis of Municipal
Court. This will be Kanter's final report.

RECOMMENDATION:
Information only, no action required.

Attachments
Final Report




< KANTER FINANCIAL FORENSICS, LLC

April 20, 2016

Honorable Mayor Todd Meier

and Members of the Town Council
Town of Addison, Texas

5300 Belt Line Road

Dallas, Texas 75254-7606

INTRODUCTION

Pursuant to our Engagement Letter(s), we are providing this Recommendation
Status Memorandum. The information contained in this document was derived
primarily through interviews of key personnel and, to a limited extent, the analysis
of supporting documentation.

We are happy to discuss each individual recommendation in depth, answer any
questions, address any concerns and, of course, stand ready to assist you and the
Town’s staff in any way we can.

EXECUTIVE SUMMARY

We were first engaged in April of 2014 and issued reports in July of 2014 and
October 2014, containing various recommendations for improving the Town’s
accounting systems and internals controls. In the 24 months since our engagement
began, we are pleased to report that Town management has made substantial
progress toward improving the Town’s accounting processes and internal controls.
Among other things, the Town has (or is in the process of):

v" Replaced its outdated Enterprise Resource Planning (ERP) software with a
new, widely used system from Tyler Technologies known as Munis. ERP
systems are the backbone of an entity’s accounting and financial
management function.

v' Substantially increased the quality, experience and number of staff in the
Finance Department.

v" Modified the role of the Chief Financial Officer to allow him the ability to
oversee all aspects of the finance and accounting function, regardless of

Kanter Financial Forensics, LLC / 3102 Maple Suite 450 / Dallas, Texas 75201 / kanterforensics.com



which Town department is actually performing that function.

v" Replaced its outdated Municipal Court management software with a widely
used product from Tyler Technologies known as Incode.

v" Created an Office of Management and Budget (OMB) function that will,
among other things, be tasked with the implementation of the COSO model.
We understand that the OMB function will also be tasked with refining the
internal control processes across all Town departments.

Although much hard work - particularly involving system implementation and
hiring still remains, we believe that the Town is well positioned to provide a modern,
well functioning accounting and finance function with excellent internal controls, to
its citizens.

PURCHASING, PROCUREMENT & ACCOUNTS PAYABLE PROCESSING

Recommendation

Accounts Payable Processing — A new policy should be issued and enforced. Among other things, the policy should
require that all invoices submitted for payment be accompanied by the following:

a) A packing list from the vendor;

b) A notation on the packing list by the receiving employee that includes the name of the
employee receiving the goods or service, the date the good or service was received, a
confirmation of the quantity received, a confirmation that the goods or services received
matched what was ordered with any exceptions explicitly noted on the packing list;

c) Alternatively, if the vendor did not provide a packing list, the Town should make available to
all employees a receiving report form that can be used in lieu of a packing list;

d) Allinvoices and receiving documents should be matched to the Purchase Order (“PO”) and
verified as to price, quantity and product description, with any exceptions properly resolved
prior to payment by accounts payable.

Status of Recommendation

We noted that significant progress has been made in this area. The new Munis ERP system contains a
Purchase Order tracking system that has been partially implemented (full implementation is scheduled to
occur by the fall of 2016). We noted that paid invoice files are now beginning to contain purchase orders
and indications that the receiving employee is notating confirmation of quantity received and agreement
with the purchase order. However, in analyzing select Accounts Payable (A/P) vendor files, it is apparent
that there is still work to be done.

While we strongly believe that true emergency purchases should be exempted from the requirement that
a Purchase Order be obtained prior to the purchase of a good or service, vendor invoices submitted for
payment without a), b) and/or c) above should not be paid until proper documentation is supplied by the
receiving department. It is apparent that the A/P clerk is paying many routine (non-emergency) vendor
invoices that do not have a purchase order or are improperly documented. We believe that as the Munis
ERP system is fully implemented and as the Finance Department reaches full staffing, the incidence of
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improperly supported payments will become rare. However, that outcome will likely only be achieved
when the A/P clerk (or his supervisor) stops the payment of improperly supported vendor invoices until
such time as all the necessary information is obtained and documented.

Recommendation

Procurement — A new policy should be issued and enforced that requires all purchases be made on a PO
(except for those specifically permitted on a procurement card). The use of Payment Authorization
Memorandums (PAMs) should be restricted to cases of extreme emergency. This new policy should
require:

a) Allvendors be vetted and pre-approved by the Purchasing Agent;

b) One of the five permitted types of POs be completed at the beginning of the purchasing cycle
(or at the beginning of the fiscal year);

¢) Amounts exceeding the original amount authorized on the PO be approved at the appropriate
levels;

d) Purchases made via Interlocal Agreement should be shopped by the Purchasing Agent to
ensure that the Interlocal Agreement with the best pricing is being utilized.

This policy change will require that all known recurring vendors currently being paid with a PAM or a
procurement card be set up on a PO, consequently a ramp-up period will be required. We believe that the
necessary preliminary steps can be undertaken so that this policy can be implemented and enforced as of
the beginning of the new fiscal year (October 1, 2014).

Status of Recommendation

See the section on Contracting below.
BANKING

Recommendation

Banking — The Town currently disburses funds through various account access points. We suggest that the Town
inform the Bank to cancel, reassign and reauthorize all currently authorized account access points and streamline the
access points into just two points of access. This entails cancelling the Human Resources (HR) Department’s Payroll
Account FTP access point and the call-in wire access point. The only two access points should be checks and the
bank’s electronic Cash Manager System. All other access points should be terminated.

In addition, we suggest that all privileges and tokens that currently exist in the bank’s electronic Cash Manager
System be revoked and reassigned based on authorities and permissions consistent with proper segregation of duties.

Status of Recommendation

We understand that the CFO has revoked all bank access points except for the Frost Bank Cash Manager system. The
Cash Manager system has robust permission settings, which allow Town management to severely restrict access to
the system. For example, those employees who only make deposits have profiles that allow the processing of
deposits and no ability to move money, while those employees who pay invoices can do so only after proper
approvals have been obtained. The CFO has established Frost Bank Cash Manager system profiles for only those
employees whose duties require access. We recommend that these profiles be monitored and adjusted as employee
job functions change or employees leave the employment of the Town.



PAYROLL

Recommendation

Payroll Processing — The town currently processes its payroll in the HR Department. We suggest that the Town
engage a third party payroll vendor to process the Town’s payroll. The marketplace currently has several highly
qualified providers who can very efficiently perform all the functions required by the Town in a highly controlled and
efficient manner.

Status of Recommendation

We understand that the Town has decided to keep the payroll function in house. The payroll module of the Munis
system is scheduled to be fully implemented in January of 2017.

Recommendation

Payroll Administration — We understand that the Town will have to solicit bids for an outsourced payroll provider and
the process will likely take some time to complete. As an interim step, we recommend that the payroll processing
function currently performed and supervised in the HR Department be immediately moved to the Finance

Department and supervised by the Chief Financial Officer.

Status of Recommendation

We understand that the payroll function has been moved to the Finance Department and reports to the Accounting
Manager. Based on our follow-up interviews, we learned that Town employees continue to call the payroll clerk
directly, asking that he make certain changes or error corrections. We recommend that all such requests from Town
employees be routed through the HR Department’s help desk. This will insure a proper separation of duties and
moreover, insure that the HR Department and, if necessary the employee’s supervisor are aware of all errors and
changes that impact employees. We do not believe that Town employees should be dealing with the payroll clerk
directly.

CASH RECEIPTS

Recommendation

Remittance Processing — Contract with a bank to provide lockbox services for the receipt of payments remitted to the
Town by mail (similar to the system currently in place for the payment of water bills). This will require that payers
mail all payments currently being mailed to the Finance Department directly to the bank for deposit. The bank will
then electronically report details of each deposit to the Town for entry into the Town’s accounting system.

Status of Recommendation

The Town has achieved this objective by effectively installing a bank teller terminal in the office of an accounting clerk.
The Finance Department has created a position that effectively merges the duties of the payroll clerk and cash

receipts clerk into a single position. In addition to performing the payroll duties, this employee manages all
remittances using software and hardware provided by the Frost Bank Cash Manager system.

Recommendation



Cash Receipts — Contract with a bank or other provider to install electronic local cash receipts lockboxes at each of the
Town'’s sites that collect cash and checks at point of sale. These services are referred to by various proprietary names
but generally, they provide for the cash and checks that are currently collected at the Town’s Courts Building,
Conference Center, Athletic Facility and Service Center to be deposited at the end of each business day with the bank,
off-site and with immediate account credit. The local cash receipts lockbox would then be serviced periodically by an
armored car service.

Status of Recommendation

We understand that the Town now utilizes electronic lockboxes at virtually all points where cash and cash items are
received. The service is provided and managed by Dunbar, a widely respected cash management and armored car
services company.

FIXED ASSETS

Recommendation

Fixed Asset Accounting - the Town should activate the GEMS accounting system’s Fixed Asset Module. After
activating the module, all purchases that are above a specified dollar amount or are sensitive in nature (such as
weapons) would be automatically added to the GEMS Fixed Asset Module at the time of purchase. As soon as
practicable, a vendor should be retained to perform a physical count of all fixed assets currently in the Town’s
possession. The assets identified in the physical count (not previously recorded) should be recorded in the GEMS
Fixed Asset module. The physical count of assets should also be compared to the various MS Excel and department
level fixed asset spreadsheets currently in existence in an attempt to locate any missing assets. Going forward, as a
matter of policy, fixed assets should be periodically counted and reconciled to the GEMS system.

Status of Recommendation

A vendor was retained to perform a physical count of the Town’s assets in early 2015. The physical count performed
by the vendor was incomplete and did not meet the scope set forth in the contracting documents. For example,
information technology and office equipment were not counted and tagged by the vendor. We found no
documentation authorizing the scope reduction yet the contractor was paid the full price of the contract.

We attempted to reconcile the items found in the vendor’s physical count to data extracted from the Town’s A/P
expenditure file dating back to 2011. We also attempted to locate items from the Town’s A/P expenditure file on the
vendor’s inventory report. Our bi-directional analysis identified assets purchased and not on the vendor’s inventory
report as well as items on the vendor’s inventory report that were not in the A/P expenditure file, thus providing a
textbook example of why it is so important to properly record the asset at time of purchase.

We understand that the Munis ERP system has a fixed asset system that is integrated with the A/P system. The fixed
asset module has not yet been implemented. However, when implemented, we understand that all fixed (and
sensitive) asset purchases will be automatically added to the fixed asset system at time of purchase. In addition, we
understand that the Finance Department plans to periodically visit each Town department to reconcile the fixed
assets in the department to the fixed asset system.

FINANCE DEPARTMENT STAFFING AND SEGREGATION OF DUTIES

Recommendation

Finance Department Staffing — The staffing in the Finance Department is insufficient to provide for the current
workload while maintaining an appropriate level of internal controls. We recommend the hiring of two experienced
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persons who are Certified Public Accountants to augment the current staff. The two additional professionals will
allow for the appropriate segregation of duties and implementation of needed internal controls.

Status of Recommendation

Town management has significantly improved the staffing levels of the Finance Department. When we began our
work, the Finance Department was operating with a single CPA, the CFO. The Town has added two additional CPAs
and additional accounting positions to support the work of the two additional CPAs. Proper separation of duties is
now possible with the additional staffing.

Recommendation
Segregation of Duties — As soon as practicable, the duties of the current staff in the Finance and Courts Departments
should be reassigned to assure that duties, permissions and responsibilities are properly segregated. The process of

reassignment of duties is highly dependent on the implementation of the recommendations listed above.

Status of Recommendation

The new Munis ERP system provides the Town with the ability to set user permissions in a very detailed manner. The
new Munis ERP system will, for all intents and purposes, be the foundation for the proper separation of duties. The
Munis ERP system has multiple levels of security and access restrictions, all of which are required to be set by the
system administrator. The setting, management and ongoing monitoring of these restrictions are absolutely critical
to maintaining effective separation of duties. We recommend that user Permissions in The Munis ERP system be
reviewed periodically to insure each employee has only those Permissions necessary to perform his or her duties and
that duties are properly separated between individual staff members.

Recommendation

Review and re-assign permissions and authorizations to the finance, accounting and human resources related
modules within the GEMS system.

Status of Recommendation

As discussed above, the Town has moved to a new ERP system known as Munis. We understand that the system
requires that employee roles be assigned for every employee who is given access to The Munis ERP system. Within
those employee Roles, the individual employees are then granted Permissions. The third element of the Munis ERP
system’s process is the creation of Workflows. Because the Munis ERP system is still in the implementation phase,
the Roles, Permissions and Workflows are still evolving. The following represents our recommendations for the
creation and management of these three critical elements of the Munis ERP system once it is fully implemented.

* Roles—In essence, roles provide a standard level of access based on an employee’s job title. For example,
there can be an Accounting Clerk role, an Accountant | role, a Senior Accountant role, an Accounting
manager role and so on. Multiple people can have the same role. So the Deputy City Managers would all
have the same role. We recommend that once the system is fully implemented, the access to each part of
the system along with associated Permissions as set forth in each role should be carefully thought out and
effectively unchangeable without proper oversight and authorization. The roles establish the maximum
typical level of access, duties and authority allowed for each employee job title. For example there should
be no way for an employee with the Role of Police Department Assistant to propose General Ledger Journal
entries or for the City Manager’s secretary to write-off fixed assets.

We suggest that the relevant department head, along with the Chief Financial Officer (CFO) and the IT

Department Head be required to approve the system access and Permissions for each Role. No individual,
regardless of position within the organization should be allowed to singlehandedly direct a modification to a
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Role without the authorization of the CFO and IT Department Head.

*  Permissions — Once an employee is hired, he/she is assigned a Role and within a Role various Permissions
can be granted. These Permissions govern everything from transactions that can be viewed to those that
can be edited or generated. For any position within the Finance Department, the Permissions within a Role
for a particular individual should be established and/or approved by the CFO in writing and sent to the
Munis ERP system administrator in the IT Department.

*  Workflows — Among other things, Workflows establish the procedures and approvals of the Finance
Department. For example, it is in the Munis ERP system’s Workflows where the CFO determines who is able
to generate a General Ledger entry and how many approvals are required for that entry to post to the
General Ledger. We recommend that once the system is fully implemented, the CFO establish Workflows
that are consistent with proper separation of duties, proper authorization of transactions and the levels of
oversight that are set forth in the COSO Control Environment.

CONTRACTING
Introduction

The Town hired a new Purchasing Manager, Wil Newcomer since our last report. Mr. Newcomer is a Certified
Professional Public Buyer (CPPB). The CPPB credential is awarded based upon training and work experience in the
public sector. Mr. Newcomer has extensive prior purchasing experiences.

The Town has established many new processes and procedures including an updated purchasing manual, a training
program for those employees who participate in the procurement process, the implementation of a new ERP System
that carefully tracts Purchase Orders, a training seminar for PCard holders and a more robust purchasing review and
approval process.

In addition, Mr. Newcomer reports that under his direction all routine purchases must be initiated with a Purchase
Order that is entered into the Munis ERP system.

Recommendation

Purchasing Manual — In October 2013, the Town completed a new Purchasing Manual. For the most part, the
Purchasing Manual is a well-written document. The Manual should be revised where needed to incorporate the
changes related to purchasing/contracting/invoice payment processing contained in our First and Second Set of

Recommendations. Most importantly, the Manual should be adopted and vigorously enforced.

Status of Recommendation

The purchasing manual has been revised to incorporate systemic changes and best practices.
Recommendation

Purchasing Manual Training - We recommend that as soon as practicable, each and every Town employee receive
Purchasing Manual training that is appropriate for his or her position.

Status of Recommendation

We understand that each employee in a position that involves the purchasing function has received the Purchasing
Manual and the requisite training. In addition, Mr. Newcomer reports that he works closely with the departments to
assist them when needed and is personally involved in any transactions that require the solicitation and evaluation of
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bids. However, since there is no internal audit function, it is currently difficult for the Purchasing Manager to insure
that all purchases are being bid.

Recommendation

Purchasing Ethics - Accompanying the issuance of the Purchasing Manual was an “Acknowledgement Form” to be
signed by each employee and placed in the employee’s personnel file. The Acknowledgement includes, among other
things, a representation by the employee that violations of Town purchasing policies and procedures subject the
employee to disciplinary action. This is an important tool for setting management’s expectations. An executed
Acknowledgement Form (supported by relevant training and communications) should be obtained from each Town
employee as soon as practicable.

Status of Recommendation

We understand that all employees involved in the purchasing process have signed a Purchasing Manual
Acknowledgement Form.

Recommendation

Vendor Selection — The Purchasing Manual offers extensive guidance in the area of vendor selection and the criteria
used to judge bids. We suggest that anyone on the vendor evaluation committee be required to read and re-
familiarize him or herself with the guidance regarding vendor selection contained in the Purchasing Manual prior to
each contract evaluation. In addition, the evaluation process itself should be carefully documented and properly
maintained.

Status of Recommendation

We understand that a policy is being adopted that will require that each member of the evaluation committee
execute a form that certifies that the committee member understands the policies, duties and obligations of an
evaluation committee member. Further, we understand that this certification will be retained in the bid evaluation
file.

Recommendation

Purchasing/Contracting Software — In our analysis of contract files, it appeared that the files were poorly organized. A
variety of software tools are currently available that will automate the organization and management of vendor
relationships. It is our understanding that Bid Sync has a module that assists with the organization and monitoring of

vendor contracts and that Town staff is currently studying possible software tools for this function.

Status of Recommendation

The Munis ERP system has extensive capabilities related to contracting and bid administration. The Munis ERP
modules are being implemented in a phased approach. The purchasing function is expected to be fully functional by
the fall of 2016. Until the Munis ERP system is fully implemented, the Town is using the Bid Sync software package to
manage the bidding process (when bids are required). We understand that once Munis is fully implemented, there
will no longer be a need for the separate Bid Sync software package.

Recommendation
Vendor Invoicing — As discussed in detail below, the Town does not require vendors to provide invoices that match

the cost categories contained in the vendor’s contract. The Town should require vendors to invoice the Town in a
manner that can be tied directly to the contract.



Status of Recommendation

We understand that the Munis ERP system has functionality that implements this recommendation and is scheduled
to be implemented by the fall of 2016. At the point of implementation, the Finance Department will also enable
functionality that will allow Town vendors to set-up online invoicing, which will further improve the Town’s ability to
match invoices to the terms of a given contract.

Recommendation

Vendor Oversight and Management — Invoices should be compared to vendor contracts prior to payment. Payment
should not be authorized unless the invoice price, quantity and quality are in agreement with the contract. When
authorized deviations occur, the reason for the deviation should be noted on the face of the invoice from the vendor

(or in the vendor’s file) so that a proper audit trail is maintained.

Status of Recommendation

As discussed above, the Town will be implementing the Munis ERP system’s purchasing module in the fall of 2016.
We understand that the implementation of this module will address this recommendation.

Recommendation

Compliance Monitoring — In order to be an effective policy, the directives found in the Purchasing Manual should be
monitored and enforced. The Town should contract with a CPA firm to provide an outsourced Internal Audit Function
to perform periodic compliance monitoring. This firm should report to the Finance Committee of the Town Council
and include the Town Manager. Under no circumstances should the internal audit firm report directly to Town
Management.

Status of Recommendation

We understand that Compliance Monitoring / Internal Audit is a work-in-process and that no final decisions have
been made regarding the Internal Audit function. Since no Internal Audit function exists, it is important for there to
be some retrospective analysis of procurement policy compliance. Periodically, we recommend that the Purchasing
Manager randomly select certain procurement transactions for detailed review. A new position has been authorized
(but not yet filled) whose duties will include purchasing compliance reviews.

OKTOBERFEST SPECIAL EVENT
Recommendation
Admission Tickets — all admission tickets (pre-sales, on-line, on-site and complementary) should be bar coded with a
unique tracking number. Each and every admission ticket should be electronically scanned upon a guest’s entrance
into the event. Valid tickets that are not, for whatever reason, electronically scanned should be retained by the

entrance gate staff and manually counted and reported on a form submitted to the Finance Department.

Status of Recommendation

We understand that the 2015 event used pre-numbered, bar coded admission tickets that are electronically scanned
upon a guest’s entry into the event. Further, we understand that the system used in 2015 will be refined for the 2016
event.



Recommendation

Admission Ticket Tracking — Admission ticket stock should be logged as to ticket number range and issued to ticket
sellers by the Finance Department staff. This Ticket Tracking log should contain the Finance Department staffer’s
name and the name of ticket seller, the date and time of issuance and number range of the tickets issued (the ticket
range logging could be accomplished by scanning a barcode on each box of tickets). Each ticket seller should then
sign the log (in ink), accepting responsibility for the tickets received and confirm the range of ticket numbers received.
These Ticket Tracking logs should be retained by the Finance Department staff in a secure location, inaccessible to
ticket sellers. Upon the completion of each ticket seller’s shift, unsold tickets and their corresponding number ranges
should be returned to the Finance Department staff, recorded on the Ticket Tracking logs and signed as returned by
both the ticket sellers and the Finance Department staff member receiving the tickets. Additional tickets issued to
the ticket sellers during their shift should also be logged and signed for in the same manner as the original issuance of
tickets.

Status of Recommendation

We understand that for the 2016 event, all admission tickets will be tracked in accordance with our recommendations.
Recommendation

Admission Ticket Reconciliation — Periodically throughout the event day, the report of tickets scanned should be
matched to the Ticket Tracking log. To insure all processes are properly working, significant differences (such as gaps
in ranges of tickets scanned versus the ranges of tickets issued to ticket sellers) should be investigated immediately
and steps taken to correct errors in scanning or ticket sales practices. Each evening, tickets sold as reported on the
Ticket Tracking log and scanning logs should be reconciled to the cash turned-in by the ticket seller. Significant
discrepancies should be immediately investigated.

Status of Recommendation

We understand that an attempt was made to perform effective reconciliations for the 2015 event. However, the
reconciliations were never completed for unknown reasons. Current Finance Department and Town management
were not in place when the 2015 event occurred. Based on our discussions with current Town and Finance
Department staff, we believe that effective internal controls will be in place and reconciliations will be performed for
the 2016 event.

Recommendation

Admission Ticket Cash Management — As cash is periodically removed from the ticket seller’s tills during the event day,
the ticket seller should be temporarily taken off-line. A Finance Department staff member should count all cash being
removed under the observation of the ticket seller. We recommend the use of a two-part form where the Finance
Department staff member and the ticket seller notate the amount of cash and cash equivalents being removed. Once
both parties are in agreement as to the amount being removed, they should both sign the form with the Finance
Department staff member storing the signed original with the cash being removed and the ticket seller retaining a
copy. The ticket seller’s copy should be retained by the ticket seller and delivered directly to the Town Manager’s
office by the next business day. These control copies will then be available for review should any questions arise
during the event reconciliation process. The Town Manager’s office should retain the signed forms at least until all
reconciliations are completed.

Status of Recommendation

Current Finance Department and Town management were not in place when the 2015 event occurred. Based on our
discussions with current Town and Finance Department staff, we believe that effective internal controls and
reconciliations will be performed for the 2016 event.
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Recommendation

Complementary Tickets — we identified at least $21,000 of TastyBuck tickets that were apparently given away. As of
the date of this report, we have not received information that describes who received these tickets or the process by
which they were distributed. In addition, an unknown number of free admission tickets were also identified. At this
time, we are unable to quantify the total dollar impact of the complementary admission tickets. While a certain
number of complementary admission tickets are to be expected, the $21,000 in complementary TastyBucks are a
direct out-of-pocket cost to the Town. Strict controls should be placed on complementary tickets.

Status of Recommendation

We understand that the Special Events Department has become much better versed in the functionality of the
Showclix ticketing system since we performed our work at the 2014 event. Showclix reportedly supplies functionality
that permits the establishment of various ticketing codes. The Special Events Department now assigns codes for the
issuance of complementary admission tickets. The use of separate codes for complementary admission tickets will
allow them to be tracked and accounted for separately from the revenue generating admission tickets.

We understand however, that Showclix is not used for the management of complementary TastyBuck tickets.
Complementary TastyBuck tickets are managed and distributed by the Special Events Department. We recommend
that prior to an event, the Special Events Department prepare a list of complementary admission and TastyBuck
tickets that are to be distributed. This list should include the names of the people or organizations receiving the
complementary tickets as well as the number of tickets authorized for each individual or organization. The proposed
list should then be forwarded to the City Manager or his designated Deputy City Manager for approval. We do not
believe that complementary tickets should be issued without proper authorization. Once the list is approved, the CFO
should then issue a sufficient quantity of pre-numbered TastyBuck tickets (whose numerical range is recorded and
maintained by the CFO or his designee) to the Special Events Director for distribution. All unclaimed TastyBuck tickets
should be returned to the CFO (or his designee) at the end of the event. As the complementary TastyBuck tickets are
distributed, the recipients should sign for them upon receipt and the number ranges should be recorded for use in the
final event reconciliation.

Recommendation

TastyBuck Tickets — the Town should immediately begin investigating methods to improve the TastyBuck sales and
vendor payment processes. Potential solutions include allowing pre-sales via the internet with or without slight price
discounts for advance purchase, the use of ATM type machines, electronically scannable tickets, or some other

system.

Status of Recommendation

We understand that the Town is exploring its options in this area.

Recommendation

TastyBuck Ticket Reconciliation — the TastyBuck ticket reconciliation process should be re-engineered, depending
upon the revisions to the ticket sales process. The current reconciliation process is flawed in a number of ways and

should be re-engineered before the next event.

Status of Recommendation

In prior years the Town was not capturing the information necessary to perform an accurate reconciliation of
TastyBuck tickets. We understand that the Finance Department will be responsible for all ticket reconciliations to the
Town’s accounting records.
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Recommendation

TastyBuck Ticket Redemption — TastyBuck tickets are presented for payment to the Town’s Special Events Director
and Court Clerk by the vendors at the conclusion of the event. Redemption should be moved to the Finance
Department to provide separation of duties between vendor contracting and vendor payment. In addition, The Court
Clerk should also not be involved in the payment of vendors as she supervises the TastyBuck sales and cash collection
function during the event.

Status of Recommendation

We understand that a Finance Department employee manages the weighing and vendor payment process. For
proper separation of duties, the Special Events Department, which selects and contracts with the vendors, should not
be the department that determines the weights and amounts due to the vendors.

Recommendation

Special Event Vendor Payment — Upon presentation of tickets by vendors, TastyBuck tickets are weighed. Ticket
counts are determined by the weight of the tickets. After the amounts owed are calculated, checks are requested
from the Finance Department. In the event that the Town decides to continue weighing tickets, we suggest that the
ticket weighing and payment calculation process be more thoroughly documented. Currently, the Town is relying on
the weight of a batch of 300 tickets to calibrate the ticket counts. This process is poorly documented. Going forward,
we suggest that each sample weighed be logged as to weight, ticket count and ticket condition. The index weights
used should then be logged as each vendor’s ticket batches are weighed. The condition of each ticket batch weighed
should also be logged. Clear recording of vendor name, batch number, batch condition, index weight used,
extrapolated ticket count, Addison commission percentage and final payment amount will provide transparency and
an audit trail for the vendor payment process.

Status of Recommendation

The Town has reportedly re-engineered the process so that as tickets are sorted and weighed, a “standard weight” is
created for each vendor’s tickets. This “standard weight” is based on a sample of between 100 and 200 tickets. We
recommend that the sample size be the same for all vendors. Because vendors are paid on different days over the
period of one week, it is critical that the standard weight used to pay each vendor be noted on the form that is sent to
accounts payable for vendor payment. The form should also contain the weight of each batch as well as the count of
any manually counted (not weighed) TastyBuck tickets.

Recommendation

Final Cash & Cash Equivalent Reconciliations — The quality of the final event reconciliation is directly proportional to
the quality of the data that underlies the reconciliation. The quality of data used as a starting point for the
reconciliations should be improved. Notwithstanding the enormous amount of time and effort that went into the
preparation of the Oktoberfest reconciliations by the Finance Department staff, the reconciliations are based on
flawed, incomplete and poorly collected data so they are therefore, unreliable.

Status of Recommendation

Based on our discussions with current Finance Department management, it is clear that they are aware of the point of
sale, admission and redemption data that needs to be collected to achieve a proper reconciliation of event proceeds.
We believe that the 2016 event will be more carefully managed to insure that the proper data is collected to permit
the proper reconciliation of monies collected from patrons (and paid to vendors) to the monies deposited in (and
disbursed from) the Town’s bank account.
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Recommendation

Event Profit and Loss Statement — The Town should prepare a Profit and Loss statement for each special event. This
analysis should contain 100% of the revenues and costs associated with the event. Although we understand that the
profitability of each event is factored into the Town’s budget, we believe an accounting of revenues and expenses
that capture all costs and expenses should be prepared at the conclusion of each special event. The information
contained in such a report will be a valuable management tool.

Status of Recommendation

We understand that the CFO intends to prepare Financial Statements for each of Addison’s Special Events where all
costs are captured and fully allocated to the event. In addition, the CFO will no longer permit costs associated with an
event to be accounted for as contra (debits) revenues.

MUNICIPAL COURTS

Introduction

In late 2014 and early 2015, we began to perform our analysis of the Municipal Court’s accounting system. As
previously reported in a presentation to Council, we were met with an intense lack of cooperation from prior Town
management in connection with our work at the Courts. We began by selecting a sample of Court files and
attempted to tie the financial transaction reflected in them in to the Infosol Court accounting system (going both
from the paper based court files to the Infosol system and from the Infosol system to the paper court files). We
attempted to tie the revenues and expenditures from the Infosol Court accounting system to the GEMS General
Ledger and to the Town’s bank account. Additionally, we attempted to trace credit card transactions reflected in the
Infosol to the reports from the Town’s credit card processor, First Data Systems. We attempted to trace the flow of
funds from their origination (Court window, Jailer) to the Town’s bank account. Lastly, we attempted to perform an
analysis of the quality and accuracy of the reconciliations that would typically be performed in a well functioning
accounting system.

At each step, we were confronted with deficiencies in documentation, lack of internal controls, lack of separation of
duties and a general lack of basic accounting procedures and controls. We verbally reported the deficiencies noted to
the then CFO, the then Town Manager and the Finance Committee of the Town Council. By May of 2015, it became
apparent that the Town would be re-engineering the court accounting system. Accordingly, we suspended our work
as it related to the Courts.

Given that the Town would be re-engineering the Court accounting system, we, the Town Manager and the Finance
Committee of the Town Council believed that it was a poor use of taxpayer funds for us to issue a report on the legacy
Court accounting system. In February 2016, the Town installed a new Court accounting system, replacing the Infosol
system with the Incode system from Tyler Technologies. The Incode system is owned and sold by the same vendor as
the Munis ERP system. Although the systems are separate and distinct software packages, they are designed to
communicate electronically with each other. The electronic link between the Munis ERP and Incode systems has the
potential to significantly strengthen the Town’s ability to prevent, detect and correct errors and irregularities. While
the Incode system is a management system for municipal courts, the system also serves as a critical accounting
system — both for internal reporting and externally, on behalf of people who receive a variety of criminal and civil
citations. Even though the Incode system is separate from the Munis ERP system and is managed and operated by
the Court Department, we believe that the Town’s CFO should have access to, oversight of, and accountability for
all financial related operations of the Incode system.

On February 24, 2016, the Town Council approved our issuance of a report on how the newly re-engineered Court
accounting system addressed our previously observed deficiencies. The following reflects our observations.
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Overview of the Re-engineered Court Accounting System

We spent most of two days meeting with the Court Administrator, Paula Dale, representatives of the IT Department
including Hamid Khaleghipoura and Zeis Chen, Deputy City Manager Cheryl Delaney, Assistant Finance Director Olivia
Riley, representatives of Tyler Technologies Konda Shelton and Ben Furth, and David Eisenlohr of the Azimuth Group.
Various members of the group were available at various times. In addition, we met with Police Chief Paul Spencer on
an as needed basis.

The new court accounting system is reported to be a state-of-the—art integrated court software system that has been
installed in more than 800 municipalities and is reportedly used by most major Texas cities. Unlike the previous
system in use in Addison, Incode is designed to be virtually paperless and integrates electronically from the point of
citation in the field to the Town’s general ledger. Also unlike the prior system, Incode is designed to integrate directly
with a credit card processor so that payments can be tracked from point of acceptance to the Town’s bank account.
However, we understand that the integration of the credit card processing system is still a work in process.

We learned that the system went live on February 1, 2016 and certain aspects of the new system are not fully
integrated as of yet. Accordingly, much of the information that follows was based on discussions and the observation
of transactions in a “test” environment.

Except for the rare instance of a manually generated citation, data arrives in the Incode system via an electronic
upload from the arresting officer’s handheld ticket writer. We observed that all interactions from the point of upload
to processing, adjudication and fine collection or dismissal, are tracked via user name. We observed that all of the
information pertaining to a particular offense is stored electronically, virtually eliminating the need for paper files.
We noted a robust system of permissions that provides highly customizable access control. If set up and maintained
correctly, this will help ensure that duties are properly segregated and that all approvals are obtained prior to an
offense moving through the adjudication and disposition process. We noted that once an offense is printed from the
handheld ticket writer by the arresting officer, every adjustment, payment, dismissal or interaction by an Incode user
is captured and cannot be deleted. This is an extremely important functionality and helps ensure that a proper audit
trail is maintained.

Based on our analysis of the demonstrated capabilities of the system, we believe that the successful use of the Incode
system is predicated on four key areas:

*  Establishing and maintaining functioning and seamless interfaces with non-Incode systems;

*  Establishing and updating proper user access permissions;

* Implementing and maintaining proper separation of duties;

*  Performing proper reconciliations between Incode, bank, credit card processor and General Ledger data.

As discussed above, the Incode system went “live” on February 1%. Accordingly, the system, although functioning, is
still being refined. The following is a list of observations regarding refinements that need to be made. Based on
discussions with Town personnel and representatives of Tyler Technologies, we believe that all of the noted issues
will be addressed as soon as practicable.

*  We noted in our previous work that the Court and Finance Departments were not able to effectively
reconcile credit card transactions “swiped” to the Town’s bank account. The Incode system is designed to
fully integrate credit card processing with the Incode system. Unfortunately, the credit card processor used
by the Town is not providing the information that would allow for the smooth and uncomplicated
integration and reconciliation of monies collected to monies received at the Town’s bank. Accordingly, we
understand that Town management has decided to move to one of the credit card processors that will
seamlessly integrate with the Incode system. A further benefit of this move will likely be a much shorter lag
between the date a credit card is “swiped” and the date the funds actually reach the Town’s bank account.
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*  The proper separation of duties is one of the most important components of an effective system of internal
controls. In our prior work, we noted that the judge, court clerks and the court administrator all had the
ability (permission) to accept monies, adjust transactions, reverse transactions and approve transactions. In
the Incode system, the system administrator manages the permissions for all users. Because the system has
only recently gone “live”, we noted that the court administrator currently has the system administrator
role, enabling her to set the permissions. Once the system reaches a stable state, we suggest that a
member of the Town’s IT Department be given the system administrator role (and can only make
permission adjustments with proper documented approvals) and the court administrator no longer have
that role. Further, we recommend that the system permissions be set so that the court administrator can
only adjust, reverse and approve transactions — she should not be able to accept monies from the public.
Additionally, we believe that the judge should have no permissions that in any way involve financial
transactions.

In the course of normal jail operations, the Town has historically accepted bond payments on behalf of other
jurisdictions. This permits an Addison arrestee who owes money in other jurisdictions, to settle outstanding debts to
the other jurisdiction prior to release from the Addison jail. In discussions with representatives of Tyler Technologies,
we learned that Tyler views the acceptance of out-of jurisdiction bonds as a purely jail function. Accordingly, the
Incode system has no functionality to post out of jurisdiction bond payments as an account payable to another
jurisdiction. Since credit card terminals are integrated with the Incode system, out of jurisdiction bond payments
would have to be handled manually — effectively outside of the internal controls established as part of the Incode
system. We discussed this issue with the Court Administrator, Paula Dale, Hamid Khaleghipoura IT Director, Deputy
City Manager Cheryl Delaney, Assistant Finance Director Olivia Riley, Konda Shelton of Tyler Technologies, David
Eisenlohr of the Azimuth Group and Police Chief Paul Spencer. All agreed that this is an issue that should be resolved
in a manner that maintains proper internal controls and that the manual processing of out of jurisdiction bonds
introduces the potential for errors and increased accounting workloads. We understand that the Town will devise a
short-term solution that will involve a separate credit card terminal linked to the Town’s ERP system. This solution
will require that two credit card terminals be installed in the jail — one for out of jurisdiction transactions and one for
Addison transactions. Further, we understand that the Town will study an acceptable permanent solution.

COMPLIANCE MONITORING
Recommendation

Adopt the COSO Framework — as discussed in our previous presentations to the Town Council, management should
actively and enthusiastically adopt the COSO Framework, including a robust internal audit process. We recommend
that the Town contract with a CPA firm to perform routine internal audit functions on the Town’s processes and to
embrace and engrain the COSO Framework in the Town’s day-to-day operations and management. For the Town of
Addison, we believe this to be a process as well as a cultural issue that can only be accomplished through strong Tone
at the Top messaging and actions.

Status of Recommendation

We have observed that positive Tone at the Top messaging is taking shape. The direction of the City Manager to staff
is one of continuous improvement. This, coupled with the Town’s Council providing the City Manager with the
budget authority to fund the “tools” (in the form of new ERP and Court systems as well as appropriate staffing levels)
will allow the Town to aggressively adopt the COSO model.

Once the Munis ERP and Court Systems are fully implemented and the newly approved Finance Department positions
are filled, we understand that the OMB will be responsible for implementing the COSO model in earnest. The one
component of the COSO model that appears to be as yet unresolved is the Internal Audit function (whether to
outsource or internally staff the function). Internal Audit falls within the COSO monitoring activities section and is an
integral part of an effective COSO adoption. We understand that until a final decision is made regarding the
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structure of the Internal Audit function, the OMB will be tasked with an internal review role. It is important to note
however, that the Manager of the OMB reports to the CFO. To insure that the Internal Audit function is an effective
tool, free of conflicts of interest, we suggest that the Internal Audit function report directly to the Finance Committee
of the Town Council. So until such time as a final decision is made as to the structure of the Internal Audit function,
we suggest that for purposes of the OMB’s internal review role, the Manager of OMB have the ability to meet with
and consult with the Finance Committee of the Town Council at least on a quarterly basis.

Recommendation
Fraud or Whistleblower Hotline — the Town should establish a Fraud or Whistleblower Hotline to provide a
mechanism for employees, contractors, residents or other interested parties to report instances of potential waste,

fraud or abuse.

Status of Recommendation

We understand that this recommendation has been implemented.

SUMMARY COMMENTS

Our recommendations are based primarily on interviews of members of the Town’s
staff, limited analysis of documents, personal observations and best practices.
Detailed testing of transactions was outside the scope of this engagement.

Our engagement did not involve an audit, review, compilation, internal control
review or attest service as those terms are defined by the American Institute of
Certified Public Accountants. Further, our procedures were not designed to detect
fraud or non-compliance with laws, contracts or regulations nor were they designed
to detect the misapplication of assets.

Z Y ; ey, LLC

Kanter Financial Forensics, LLC
April 20, 2016
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