County of Santa Clara

Roads and Airports Departiment
Roads and Fleet Operations

1505 Schallenberger Road
San Joso, Califormia 95131-2400
(08 404-2760 FAN 2070530

Date: November 30, 2005

To: Board of Supervisors

From: 'AY Michael Murdter
Director, Roads & Airports Department

Subj: FIXED BASE OPERATOR (FBO) MASTER LEASES AT
REID HILLVIEW AIRPORT

During the October 18, 2005 Board meeting discussion regarding the Reid Hillview
Atrport (RHV) Business Plan, the Board directed the Administration to provide the
following information:

1) Who the Fixed Base Operators (FBO) are at RHV;

2) The amounts paid by the FBOs to the County and an evaluation as to whether
these amounts are the norm in aviation circles;

3} How much of the FBOs' revenue is derived from the flight schools and how
much space the flight schools occupy at RHV;

4) Demographic information relating to the users of RHV and who will benefit
from the Business Plan.

1. RHV Fixed Base Operators information

Attachment 1 is a summary table containing a variety of information relating to the FBO
Master Leases and Attachment 2 contains site plans depicting the FBOs. Attachment 3
is a copy of a memorandum to the Board of Supervisors dated September 30, 2004,
which provides a history of the nine FBO Master Leases at RHV.

2. Amounts paid by the RHV FBOs to the County

The rent in a ground lease is typically structured as a percentage of, or rate of return on,
the underlying land value. As discussed in Attachment 3, all FBO master leases at RHV
specify that the ground rent to be paid by the lessee is eight and one-half percent (8.5%)
of the fair market value (FMV) of the premises (excluding buildings and
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improvements!) and provide for periodic adjustments pursuant to a reappraisal of the
premises. The most recent reappraisal, performed by Hulberg & Associates,
determined that the annual market rent for each of the FBO sites as of January 1, 2005
was $0.21 per square foot.

By specifying a percentage of the value of the property as the ground rent, the County
built in the potential for the lease revenue to increase in step with increases in the value
of the property. The value of the property, in turn, depends in large part on the general
market conditions for general aviation. Since the appraisal process includes, and is
strongly influenced by, an analysis of the market for similar properties (“comparables”),
we arc assured that the FBO lease rates are in line with other airports. As noted in
Section 3(a) of the memorandum from Bay Area Economics (Attachment 4), the rent
comparables contained in the Hulberg appraisal are still valid.

The specified rate of return of 8.5% of the underlying land vaiue is within the range of
historic rates of return for ground leases in the Bay Area of 8.0% to 10.0% according to
Hulberg and is close to the rate of return used to calculate the expected market rent for
the parcels identified in the Business Plan for non-aviation commercial leases.
According to Hulberg, the primary factor impacting the rate of return is the terms of the
ground lease. If the terms of the ground lease are more favorable to the tenant, the rate
of return is typically near the high end of the range (i.e. closer to 10%). If the terms are
more favorable to the landlord, the rate of return is typically near the low end of the
range (i.e. closer to 8%). Since revaluation clauses such as those contained in the RHV
FBO leases are not desirable from a tenant’s standpoint, such clauses put downward
pressure on the rate of return. The lack of a revaluation clause would put upward
pressure on the rate of return.

The rates of return in ground leases do not typically change over time. Changes
affecting the market rent over time are reflected in the base land value, which accounts
for a variety of factors related to the land.

It is important to note that the FBO ground lease appraisal is based on the specific use
for which the property is being leased: airport-related activities as described in the
leases” “Use of Premises” clause. Therefore, unlike the appraisals for the non-aviation
commercial parcels, the “highest and best use” determination does not consider other
uses that may have the potential to generate higher revenue. This is the reason for the
wide disparity between the market rent for the FBO leaseholds and the market rent for
the non-aviation cominercial parcels.

1 The FMV appraisal of the premises does not include buildings and improvements because all
buildings and improvements were funded by the FBOs. In other words, only the bare dirt is
included in the FMV because that is what the County leased to the FBOs.



Since all RHV FBOs pay the same amount of annual ground rent per square foot ($0.21)
the total annual ground rent is therefore a function of the size of the leasehold. Total
annual ground rent paid by the nine FBOs is $163,284 as shown on Attachment 1. The
four FBOs who sell fuel also pay a $0.10/ gallon fuel flowage fee; total FY 2005 fuel
flowage fee revenue was $43,808. Total revenue to the Airport Enterprise Fund (AEF)
from the nine RHV FBOs is therefore $207,092. Revenue to the General Fund from the
FBOs for possessory interest taxes and personal property taxes is not included in this
figure,

3. RHV FBO flight school revenue and amount of space occupied

Only three FBOs at RHV currently operate flight schools?. Although there is no lease
provision requiring the FBOs to make their financial data available to the County, all
three FBOs voluntarily disclosed that their respective flight schools constitute 100% of
their total revenue?.

The nine RHV FBOs occupy a total of 17.865 acres as shown on Attachment 2. Of this
area, the three FBOs who derive 100% of their revenue from flight school operations
occupy 4.325 acres, or 24.2% of the total FBO area. The total amount paid to the County
by these three FBOs is $41,972, or 20.3% of total RHV FBO-related revenue.

4. Information relating to RHV users and economic impacts

Attachment 4 provides demographic information relating to the RHV users as well as
data relating to the economic impact of the County airports.

Attachments: 1) Table ~ FBO Master Leases
2) FBO Site Plans
3) Roads & Airports Dept. memorandum dated September 30, 2004
(w/ o attachments)
4} Bay Area Economics memorandum dated October 28, 2005

cc Pete Kutras, County Executive
Jane Decker, Deputy County Executive
Ann Ravel, County Counsel
Mark Gonzalez, Deputy County Counsel
Phyllis Perez, Clerk of the Board (RA01 1071805.1/RA01 101805.2)
CH, EP, LF

2 Flying clubs, wherein aircraft owners make their aircraft available to club members for a wide
variety of aeronautical purposes including flight training, were not included.

> The FBOs declined to disclose specific dollar amounts.



HWnoo

111 Y] Wi SIOQUINU 311 01 puodsariod uerd 811s 3y} U0 sIaquinu Y[, ‘Ueld 9IS PAYOEYE Y1 U0 WMOYS ST O Yae2 JO UONBI0T Y,

808°¢t$ | ¥ST'EIIS 698.1 | STVILOL
- 00L°0Z$ €977 - €Z0Z/0€/9 suondo 1e3i-¢ (£) 8007/0€/9 *I(] ATOWOTIUOIN Uyof (0997
sanaadosd rodary
LY TIS | OFL6IS 6512 - 610T/1€/T1 vondo m2A-1 (1) | 6007/1€/T1 "PAY WRYFUIUUN)) $£97
sastdayuy J71
- ZLE6$ STO'1 S3% 6107/1€/€ wondo yuow-¢ ‘1esk-6 (1) | 600T/1€/T1 KB\ JO[M0,] 1RGOV $L6T
IN U] TIuAoK[B))
LO9P1S | 80S°0T$ Wit - 810T/0¢/Y uondo yuow- “eask-g (1) | 600Z/1€/C1 Avp\ 1910, 1120 $$9T
son1adoag J9U0dIRIY
89+°78 | SHH 0TS 142C S3X L10T/1E/01 wondo yuour-g1 “weaA-£ (1) | 6007/1¢/T1 Avpp I91MO0,] 12O 9£9T
UONBIAY PIaY BIPUIY
uondo yuow-/ ‘1esi-1 (1) *3(] K19woBINOIN IO TOST
- 0TLSTS 61L°1 - 9107/ 1¢/L wondo meak-g (1) | 600T/1€/T1 sansadod g 39g 39D
- 758178 $6£°T - 910Z/0€/9 uondo yuow-g ‘134-9 (1) | 600¢/1€/T1 "AAY WRYSULUUN) $OST
sasudanuy VAL
- r89°6% 650'1 $94 S10T/1¢€/21 uondo 1ea4-9 (1) | 600T/1€/CT A\ I91A0,] HQOY 56T
OpRIN UL 2 HUwL]
9€T'S1$ | 09T°5TS 9L - ST0T/1€/21 uondo ®aK-9 (1) | 6007/1€/C1 ABM JO[MO,] OQOY VSSET
ey NSBAOIIY]
$39,] Yy (soade) uond( uondQ
oSemolf | punors) AN FALIO ! BIN 9889 suond () 99859 SUIUIBUIAY | IISSA| JUILIN)) Qda
Py [EnUuy | PIOYASBITT | IYSIL | [eulyg Jo aeq Jo ey
[enuuy uonesdxy uoperrdxy

SASVAT (O4) YOLVIAJO ASVE XA ALSYIN LIOJIIV MHIATTIH aITyd

| INJWHOVLLY




WEHESO

24._& 35N ANV d13i=HlY a

VINBOIMYS 3500 1S
LHOdHIY MIATIH-QIZY

/-—L

A TR0 _-_EL% [y A

l
l

(z 40 1)
¢ ININHOVLLY




(¢ 40 7)

¢ ININHIVLLY

HINAMO FNYS SNIAVYH 5.084 SILYOIONT - - - —

IE10) SoI0Y GO8'LL

anuaay weybuluunsi

C
[ .

sesudiaug 47 D A-/i0s
SRI0Y BGL°7 3 c ® S8I0Y G622
BLOZ sendxg \ 910z seadxg
] -
piay eyewy = opeinp
SV L¥Z'Z = o C . SBI0Y 6501
L10Z s21dx3 o z §1.0¢ saudxg
= .
— Y .\._\;}..J
_ﬁ ARM 12{MO] 1130y ’ w
lof -
BuccIEl '3 )
om : a . L . eyeL ‘H
A TATA = * 9 $3I0Y 291°7
2107 saidxy < _. $107 saiidx3g
mulll\‘ !
! B 1
< 1
e
P e D Iy 93IN
m, , ; S0V GZ0'1
e 6107 saudx3
_// —"
‘doid podiny 29g 985
SOV 92T F--d  seysLs)L
£20Z saudx3 910¢ sendx3

saladold esea] Hodliy MaIA|IH-paly




ATTACHMENT 3
County of Santa Clara

Roads and Airporis Department

101 Skyport Drive
San Jose, California 951 10-1302
{408) 373-21400

Date: September 30, 2004
To: Board of Supervisors

From: ‘h Michael Murdter
Director, Roads & Airports Dept.

Suby: FIXED) BASE OPERATOR (FBO) MASTER LEASES AT
REID HILLVIEW AIRPORT

During the August 31, 2004 Board meeting discussion regarding the Reid Hillview
Airport (RHV) Master Plan Update, the Board directed the Administration to:
1) Prepare a listing of the changes (extensions) to the Fixed Base Operator (FBO)
leases at RHV;
2) Consider the FBO leases as part of the Business Plan of the RHV Master Plan;
and
3) Include additional options for relocating the Little League baseball fields in the
Environmental Impact Report (EIR).

This memorandum addresses item (1) above. Item (2) will be addressed in conjunction
with the RHV Business Plan, a draft of which should be complete within 60 days. Item
(3) will be addressed in the BIR, which will get underway in 2005 if our grant
application for funding the Master Plan environmental documentation is approved by
the Federal Aviation Administration during the upcoming grant funding cycle.

A. Background

The nine remaining FBO master leases!, all of which were entered into between 1965
and 1973, originally specified an initial term of 30 years with four five-year renewal
options for a total maximum term of 50 years. The options provide the lessee with the
unilateral right to extend the lease term and are therefore exercised at the lessee’s sole
discretion. According to the lease, to exercise an option the lessee need simply notify
the County; no lease amendment is executed by the parties.

' There were originally 10 FBO master leases. In the carly 1990s, one lease (Swift Ave. property) was
terminated as part of the settlement of a Jawsuit brought by the lessee.
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Adjustments to the rent paid by the FBOs do require lease amendments. The leases
specify an annual ground rent of 8.5% of the fee simple value of the leasehold premises
(not including improvements) and provide for periodic adjustments pursuant to a
reappraisal of the premises.

B. 1990-1991 Amendments

In the late 1980s, prior to expiration of the initial lease terms, a dispute arose between
the County and eight of the nine FBOs regarding the adjustment of the ground rent,
which was ultimately resolved through the execution of a Board-approved amendment
to each lease between July 1990 and February 1991 (hereinafter the “1990-1991
amendments”). These amendments established the new rental rate through December
31, 1999, synchronized the leases to expire on that date, and adjusted the terms of the
lessee options in order to maintain the overall 50-year term contemplated in the
original lcases. The amendments also synchronized the rate adjustments to take place
every five years based on a reappraisal of the premises and introduced a binding
arbitration provision in the event the parties cannot agree on the appraised value. A
typical 1990-1991 amendment is attached (Attachment 2).

Clearly, the overall intent of the 1990-1991 amendments - in addition to settling the
immediate dispute over the rental rates - was to simplify the process for future rental
rate adjustments. Synchronizing the lease expiration and periodic rent adjustment
dates permitted all leases to be adjusted simultaneously every five years with only one
appraisal required. Again, the overall 50-year term of the leases remained intact and
therefore the expiration date of the final lessee option remained the same as specified in
the original leases, All nine FBOs exercised their first option upon expiration of the
initial lease term; Attachment 1 provides information relating to the term of each FBO
lease including the expiration date of the current lessee option, the number and
duration of remaining lessee option(s) and the expiration date of the final option.

C. 1997 Board Referral

In 1997, the Board directed staff to explore the feasibility of inserting a two-year
cancellation clause in new and existing leases. The Board referral and staff response are
attached for ease of reference (Attachment 4). The Board considered the issue but
deferred action on a leasing policy to the Master Plan process. The Business Plan will
include a discussion of leasing policy at RHV as it relates to the FBOs as well as the
proposed non-aviation commercial leases.

D.  2000-2001 Amendments Adjusting the Rental Rate

The first rental rate adjustment called for in the 1990-1991 amendments was scheduled
for January 1, 2000. The required appraisal was completed in December 1999 and



distributed to the FBOs but they all initially refused to accept the new rental rate
contained in the appraisal. Two FBOs eventually accepted the new rate in 2000 and
amendments adjusting their rental rates (retroactive to January 1, 2000) were approved
by the Board on June 27, 2000 and September 12, 2000. After continued resistance from
the other FBOs, staff invoked the binding arbitration clause in July 2001. However,
after receiving letters from County Counsel notifying them of the County’s intent to
proceed to binding arbitration, the remaining FBOs accepted the new rate and
amendments adjusting their rental rates (retroactive to January 1, 2000) were approved
by the Board on October 16, 2001. A typical amendment is attached (Attachment 3).

E. 2005 Amendments Adjusting the Rental Rate

The next rental rate adjustment is scheduled for January 1, 2005; the required appraisal
is currently underway and is scheduled for completion by November 30, 2004, This
time, staff intends to give the FBOs 30 days to review the appraisal and sign a lease
amendment adjusting the rental rate. Arbitration letters will be issued immediately
following the 30-day review period to FBOs who do not accept the new rate. All
amendments adjusting the rental rate will be agendized for Board approval.

cC; Pete Kutras, County Executive
Jane Decker, Deputy County Executive
Ann Ravel, County Counsel
David Kahn, Deputy County Counsel
Phiyllis Perez, Clerk of the Board {RA02 (83104.1)
CH, EP



ATTACHMENT 4

M E M O

Date: October 28, 2005

To: Michael Murdter, Director, Roads and Airports Department
Santa Clara County

From: David Shiver, Principal
Nancy Eaton, Senior Associate

RE: Response to comments from Board of Supervisors

The purpose of this memo is to assist in responding to comments from the Board of Supervisors
during its October 18 meeting. We have reviewed our master plan work from Element 2 and
have also done supplemental research.

1. PILOT DEMOGRAPHICS
1.1 Number and location of pilots

According to the AOPA (Aircraft Owners and Pilots Association), there are currently 3,879 pilots
in Santa Clara County. This represents approximately 5.6 percent of the 68,693 within all of
California.

Palo Alto Airport. According to County data, aircraft owners based at Palo Alto Airport are
concentrated in northern and central Santa Clara County, and southern and western San Mateo
County. An estimated 59 percent of aircraft owners based at Palo Alto Airport live in Palo Alto,
Menlo Park, Mountain View, Los Altos, Los Altos Hiils, Portola Valley, Atherton, and

Woodside.

Reid-Hillview Airport. The County's database of aircraft owners based at Reid-Hillview Airport
indicates that the majority reside in central Santa Clara County. An estimated 85 percent of
aircraft owners based at Reid-Hillview Airport live in San Jose, Campbell, Cupertino, Monte
Sereno, Los Gatos, Saratoga, Sunnyvale, Santa Clara, Milpitas, Fremont and Union City.

South County Airport. County data indicate that most aircraft owners based at South County
Airport reside in the area sutrounding the airport. An estimated 58 percent of aircraft owners
based at South County Airport live in San Martin, Morgan Hill, or Gilroy.

1.2 Pilot profile

According to leaders of California and Bay Area pilots’ organizations (California Pilots
Association, Association of Bay Area Pilots), as well as aircraft dealers with operations in the

Headquarters 510.547.8380
1285 56th Strest  fax 510.547.8388
Emeryville, CA 94710 baei@bael.com
bayareaeconomics.com



Bay Area, there are differences between the AOPA’s national pilot profile and the profile of
Santa Clara County pilots.

According to interviews conducted by BAE, the average age of pilots in Santa Clara County is
estimated to be between 46 and 50 years old—below the average age of 54 years for AOPA
members nationally. This is because Santa Clara County has a large portion of new pilots who
tend to be younger than the average AOPA member. For the U.S. as a whole, older pilots (55
years and above) who served in the military and learned to fly in the 1960s and 1970s make up a
significant portion of the pilot population. The rising levels of income and wealth in Santa Clara
County have brought new pilots into aviation. Generally, members of this group, who are in their
mid- to late-40s, did not serve in the military and are consequently learning to fly at their own
expense.

In addition, women are estimated to make up 10 percent of Santa Clara County pilots—far abovce
the four percent female participation indicated by AOPA’s national membership statistics, One
possible explanation for this discrepancy is that in families where both spouses have a pilot
license, only one spouse (typically the husband) will purchase an AOPA membership.

According to interview subjects, compared to other parts of California and the U.S. as a whole,
Santa Clara County has attracted dedicated pilots. In other parts of the country, many people take
flying lessons as a passing interest or as a form of recreation, with no intention (or financial
ability) to eventually purchase an aircraft. On the other hand, in Santa Clara County, buyers of
aircraft are almost exclusively new pilots with a strong interest in aviation who are committed to
flying as both a mode of recreation and transportation. This is partly driven by the County’s
levels of wealth and personal income, and by the easy access pilots based in Santa Clara County
enjoy to attractive destinations such as Monterey, Napa, and Sonoina.

New pilots in Santa Clara County who purchase aircraft typically start with beginning level
airplanes, even though many are able to afford a more expensive machine. Because new pilots
have not logged enough flying hours and cannot obtain insurance for high performance aitcraft,
their first purchasc is usually of a less complex plane. Three or four years later, with more
expetience and more flying time, an owner will sell his/her beginning level airplane and purchase
a more advanced model, Consequently, for aircraft dealers, Santa Clara County is considered to
be one of the best markets in the U.S. for high-end aircraft.

Demographic information for AOPA members is not available on a regional basis. However,
AOPA members in the U.S. overall have the following characteristics:

96 percent are male

Average age is 54 years

89 percent are college graduates

33 percent have pursued postgraduate studies or hold postgraduate degrees
30 percent are self-employed

Median household income is $109,000

Average flying time is 107 hours per year



1.3 Purpose for Flying

A survey of pilots at E16, PAO and RHV showed that recreation, flight training and personal
business arc the top three reasons for flying. Aircraft maintenance and company business were
cited less frequently (see table below). The figures in the columns do not sum to 100 percent
because the survey allowed respondents to sefect more than once choice. For example, at South
County Airport, 33 percent of respondents said that they fly for company business; 52 percent
said they fly for personal business, 67 percent said they fly for recrcation; 37 percent said they fly
for flight training; and four percent said they fly for aircraft maintenance.

Purpose for Flying
E16 PAO RHV
Company Business 33% 15% 20%
Personal Business 52% 56% 47%
Recreation 67% 87% 77%
Flight Training 37% 56% 53%
Aircraft Maintenance 4% 24% 19%

Source: Airport User and Tenant Questionnaire, Bay Area Economics.

2. DIRECT FISCAL BENEFITS TO THE COUNTY AND CITIES

2.1 Fiscal benefits

Based on our study of the economic impacts of the Santa Clara County Airport System that was
completed as part of Element 2, BAE estimates that E16, PAC and RHV generate approximately
$770,000 in local tax dollars every year. In addition, the three airports annually generate
approximately $220,000 in fuel tax and other assessments to the State of California, and also
$248,000 in fcderal fuel tax revenue. Total annual tax revenue gencrated by L16, PAO and RHV
to federal, state and local tax recipients js estimated at $1.2 million.

The main tax revenue sources for local recipients are personal property tax ($515,000) and sales
tax ($121,000), followed by possessory interest tax ($95,000) and business property tax
($42,000).

At the local level, tax rovenue from the three airports includes approximately $250,000 to the
Santa Clara County General Fund, $27,000 to the Santa Clara County Transit District and
$13,000 to the Santa Clara County Transportation Fund. In addition, the airports generate tax
revenue of $107,000 to the City of San Jose General Fund and $117,000 to San Jose and Morgan
Hill school districts. The City of Palo Alto General Fund receives an estimated $129,000 and the
Palo Alto school district receives an estimated $125,000 in tax revenue gencrated by the airports.



2.2 General economic benefits

General aviation is an integral part of the County’s business infrastructure because it provides a
transportation alternative for company and personal business travel,

CALIFORNIA
e There arc 221 General Aviation Airports in California
e [n 2002 the State of California collected:
$ 2.4 million (Excise Tax Revenue from GA Jet Fuel)
$ 7.0 million (Sales & Use Tax from GA Jet Fuel)
$ 65.7 million (Personal Property Taxes) “The locally assessed value of aircraft in
counties throughout California was slightly over $6.2 billion for 22,338 aircraft.
Based upon an average tax rate of 1.07 percent, ERA estimates that property tax
revenue for aircraft in California was $65.7 million.”
“Aviation in California: Benefits to Our Economy and Way of Life,” California Division of
Aeronautics, by ERA and J.D. Franz, June 2003

e Civil aviation generated $338.3 million in annual tax revenue in 2002 to the State of
California. In 2001 aviation contributed nearly nine percent of both total state
employment (1.7 million jobs) and total state output ($110.7 billion).

Meeting California’s Aviation Needs, California Depariment of Transportation, Division of
Aevonautics

NATIONAL
¢ Civil aviation contributed more than $900 billion and 11.3 million jobs to the U.S.
economy in the year 2000, at least 9 percent of the total U.S. GDP of $9.9 trillion; of this,
one dollar in nine is contributed by general aviation.
2004 National Business Aviation Association Factbook

3. FBO LEASE REVENUE
(a) Existing Leases

BAE reviewed the Airport Rent Survey that was included in the appraisal document and
concluded that the rent comparables are still valid. In addition, BAE contacted several GA
airports in the Bay Area and found that comparable rents remain at the level shown in the
Hulberg appraisal rent survey.

(b) Futore Leases

We recommended that the nine existing FBO leaseholds at RITV be consolidated into a smaller
number in the future when they expire because the existing ratio of based aircraft per FBO is
much lower at RHV than other Bay Area airports of similar size. As you noted in your comments
to the Board of Supervisors on October 18, the consolidation of the number of leaseholds will not,

in and of itself, have a material effect on the future per-square-foot lease rates. Although the
future value of the parcels (and hence the market leasc rates) is difficult to determine today



because it will depend in large part on the future market conditions for general aviation , we point
out that the existing FBO leases specify that ownership of all improvements reverts to the County
upon expiration of the leases. Therefore, the County will be able to derive revenue from both the
land and the improvements.

The component of the future lease revenue derived from the improvements depends on a number
of factors in addition to the general market conditions mentioned above, such as the condition of
the facilities at lease expiration (which affects the amount of repair and improvement that will be
required) and the future demand for the types of services currently provided by the FBOs. If the
structures are in good repair and have high utility to the prospective FBOs, then lease income will
be higher (all other factors being equal) than if the structures are in poor condition and/or are not
uscful to the FBO for its intended operations.

4, POTENTIAL BALLFIELD RELOCATION SITE

The relative value of the existing 5.3-acre ballficld site at the Capitol Expressway/Cunningham
Avenue intersection and the potential ballfield relocation site on the west side of the runways was
also raised at the October 18 meeting. This issue is related to the FAA regulations regarding the
use of airport property at less than FMV.

The high FMV appraisal of the current ballfield site is based on a highest and best use of mixed-
use commercial development, potentially including a variety of uses such as lodging, retail and
other service commercial wses. Since this type of commercial development is so highly
dependent on customer throughput, access to the site from Capitol Expressway contributes
greatly to the parcel’s appraised value.

In contrast, the types of commercial uses feasible on the proposed relocation site would be
extremely limited due to access limitations and other development constraints. Residential use
would not be compatible, and since the County has elected to essentially freeze aircraft basing
capacity at RHV, there are no aeronautical uses for the site such as construction of additional
hangars. Therefore, the site is projected to have a highest and best use that has much lower
revenue-generating potential compared to the existing site and its FMV can be expected to be a
smalil fraction of the FMYV of the existing balifield location.

Although the FMV of the potential relocation site is lower than the current site, use of the
property for recreational purposes at less than FMV stili poses a potential revenue diversion issue.
However, we believe that if relocation of the ballfields proves feasible and ultimately takes place
- thereby freeing up the existing site for revenue-generating purposes - it is unlikely that the FAA
would pursue a revenue diversion case against the County for the lease of the new site at less than

FMV.



