4% PORT OF PORTLAND

AGENDA
Regular Commission Meeting
Port of Portland Headquarters
7200 N.E. Airport Way, 8" Floor
May 12, 2010
9:30 a.m.

Minutes
Approval of Minutes: Regular Commission Meeting — April 14, 2010

Executive Director

Approval of Executive Director’s Report — April 2010

Action Items

1. TERMINAL 6 LEASE KEITH LEAVITT

Requests approval of a 25-year lease of the Terminal 6 container
and breakbulk facility to ICTSI Oregon, Inc.

2. PORT OF PORTLAND FISCAL YEAR 2010-2011 BUDGET SUZANNE KENNY
APPROVAL

Requests approval of the Port of Portland’s Fiscal Year 2010-2011
Budget and authorizes its submittal to the Tax Supervising and
Conservation Commission.

3. 2010-2011 ADMINISTRATIVE COMPENSATION PROGRAM NIKI JORDAN

Requests Commission approval to fund the merit pool and additional
compensation for promotions, equity and special adjustments for the
Port of Portland’s Fiscal Year 2010-2011 Administrative
Compensation Program.

4. CONSTRUCTION CONTRACT — RUNWAY 12L/30R AND JIM MCGINNIS
TAXIWAY D — HILLSBORO AIRPORT STEVE NAGY

Requests approval to award a construction contract to K&E
Excavating, Inc., for the construction of Runway 12L/30R and
Taxiway D and associated infrastructure at Hillsboro Airport.
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5.  FIRST READING AND PUBLIC HEARING OF ORDINANCE NO. VINCE GRANATO
433-R REGARDING CERTAIN RENTS, FEES AND OTHER
CHARGES AND REGULATING THE USE OF FACILITIES AND
SERVICES AT THE PORTLAND INTERNATIONAL AIRPORT

Requests a first reading and public hearing on proposed Port of
Portland Ordinance No. 433-R regarding certain rates, charges, and
fees and regulating the use of Portland International Airport by
commercial airlines that are not party to a lease and operating
agreement with the Port.

Public Hearing

Port of Portland Ordinance No. 433-R VINCE GRANATO
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TERMINAL 6 LEASE

May 12, 2010 Presented by: Keith Leavitt
G.M. Business Development
and Properties

EXECUTIVE SUMMARY

This agenda item requests the approval of a 25-year lease of the Terminal 6 (T6) container and
breakbulk facility to ICTSI Oregon, Inc. (Lessee), a wholly-owned subsidiary of International
Container Terminal Services, Inc. (ICTSI). Under this agreement, responsibility for the
operation of the container and breakbulk facility at T6 will transfer from the Port of Portland
(Port) to the Lessee.

BACKGROUND

The Port owns and operates T6, a 192-acre facility at the Port’s Rivergate Industrial District.
The T6 facility, which opened in 1974, has 3 berths, 9 gantry cranes, an on-dock intermodal rail
yard, more than 200 pieces of rolling stock (reachstackers, chassis, etc.); and assorted
buildings used for administrative offices, maintenance operations and storage. In the fiscal year
ending June 2009, the T6 facility handled 210,000 twenty-foot equivalent units (TEUs) of
container cargo and 533,000 tons of breakbulk steel. The terminal operation generates
approximately 1,400 direct jobs for the community.

T6 has three major users at this time: the consortium of COSCO, K-Line, Yang Ming and Hanjin
(CKYH), which together call on T6 on a weekly transpacific container service; Hapag-Lloyd,
which calls on T6 every 10 days with a container service serving Latin America, Europe and
Mediterranean ports; and Evraz Oregon Steel Mills, which imports breakbulk steel slab over
Berth 603 at T6 for use at its fabrication facility located in Rivergate Industrial Park. The Port’s
agreements with these T6 users would be assigned to the Lessee under the proposed
agreement. Other T6 properties outside the container facility footprint, including the automobile
terminal properties leased to Auto Warehousing Company (AWC) and Honda, are not included
in the proposed lease agreement.

The Port currently contracts with Marine Terminals Corporation (MTC) to provide longshore
contracting and management services at the container terminal. This agreement will continue to
be in force up to the time when Lessee assumes operational responsibility of the facility.

As the operator of the T6 facility, the Port receives all terminal revenues from container carriers
and terminal users and is responsible for all terminal operating liabilities, expenses and capital
costs. Beginning in November 2006 and progressing throughout 2007, Port staff undertook a
comprehensive analysis of its current operating model. As part of this analysis, Port staff
evaluated several alternatives with a particular focus on the more common public port authority
“landlord model.” During this timeframe, port facilities, particularly container terminals, were
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increasingly being viewed as a highly desirable asset class by institutional investors and
pension funds. As such, in addition to evaluating traditional landlord-type leases, the Port also
undertook a comprehensive evaluation of long-term public/private partnership, commonly
referred to as the “concession” model. Under this model, the Port would lease the facility on a
long-term basis to a third-party entity. Terminal revenues, liabilities, expenses and capital costs
would be transferred, all or in part, to that entity for a period in excess of 50 years. The Port
Commission received a full briefing on this evaluation at its November 13, 2007, retreat. In
December 2007, the Port Commission authorized staff to engage in a competitive process to
secure a long-term concession of T6.

The competitive process was conducted during 2008 with the following objectives:

» Sustain and grow volumes and carrier services
* Improve General Fund financial performance over the current model
» Obtain capital commitments for maintenance and future modernization

After proceeding through various phases of a global market solicitation, the Port suspended the
competitive process in November 2008 due to declining global and national market conditions
impacting the container shipping industry.

In early 2009, following the suspension of the competitive process, ICTSI approached Port
management to inquire whether there existed a mutual interest in discussing a traditional marine
lease arrangement. After completing further due diligence, Port staff concluded ICTSI to be
highly qualified to operate T6 and determined that pending the outcome of negotiations, the
above stated objectives could be attained through a landlord lease structure. In March of that
year, the parties entered into a confidential due diligence agreement to guide on-going
discussions.

ICTSI is based in the Philippines and is publicly traded on the Philippine Stock Exchange. Its
North America headquarters are located in Miami, Florida. ICTSI operates a total of 18 terminal
facilities in 13 countries, including 6 in the Philippines and 1 each in Brazil, Poland,
Madagascar, Japan, Indonesia, China, Ecuador, Syria, Georgia and Brunei. It has recently
concluded agreements to operate and develop container terminals at the Port of Maura in
Brunei, the Port of La Plata in Argentina, and the Port of Manzanillo in Mexico. Port staff has
visited ICTSI terminal operations in the Philippines and South America. In 2009, ICTSI had a
consolidated volume of 3.6 million TEUs and gross revenues from port operations of U.S.

$421 million. ICTSI has successfully grown its global business portfolio by employing a unique
strategy focused on operating small and mid-sized terminals in niche markets. Since the T6
lease would be their first terminal operation in the U.S., ICTSI will submit an application under
the Committee on Foreign Investment in the U.S. (CFIUS) upon executing this lease agreement.
Conclusion of that process is a closing contingency under this proposed agreement.

ICTSI has formed an Oregon-based company to be the Lessee and hired Elvis Ganda as the
Vice President/COO. Mr. Ganda comes to Portland with significant experience in West Coast
terminal operations, ocean carrier management and port authority administration.



TERMINAL 6 LEASE
May 12, 2010
Page 3

It should be noted that upon Commission approval, the parties intend to execute the lease.
After that point, there is a significant transition period (approximately nine months) by which the
parties will close the transaction and commence operations under the newly formed company.
It should also be noted that the proposed agreement represents an integral relationship
between the Port and ICTSI with significant on-going Port responsibilities for maintenance and
security, and comes with the expectation that the parties will work closely on joint marketing to
expand Portland container volumes, carrier service and jobs.

CONCLUSION

Port staff believes this lease achieves the objectives set out by the Commission in 2007. ICTSI
represents a qualified, highly competent and motivated partner who will bring added global
reach to the Port and the region. The lease terms, which include a non-compete provision that
guarantees that Portland will be ICTSI’s sole interest on the West Coast of the United States,
incents both parties to market and grow volumes, carrier services and jobs at the terminal and in
the community.

The recommended lease terms also represent a compelling and stable financial proposition to
the Port. The total value of the lease in present value terms is about $68 million. This value
includes a closing payment of $8 million and an annual rent beginning at $4.5 million which will
be adjusted annually for any increase in the consumer price index. The agreement also
contains provisions for the Port to receive additional revenues as vessel and intermodal rail
volumes grow. The Port will continue to provide security and maintenance services and will be
reimbursed for those costs by the Lessee. Other than specific capital responsibilities retained
by the Port, the Lessee will be responsible for capital investments related to the maintenance,
repair and replacement of the terminal infrastructure and equipment.

The primary terms of the proposed lease agreement are as follows:

Term 25 years from the Commencement Date.

Terminal The terminal must be operated for the primary purpose of a container
Operations/ shipping terminal. The current general cargo non-containerized operations
Permitted Uses may continue within an acreage constraint of approximately 18 acres. The

terminal must be operated in a manner consistent with the Port’s mission
to provide Oregon and regional shippers with waterborne container access
to domestic and international markets. The Port has full discretion to
approve or disapprove any changes in the Permitted Uses of the terminal.

Signing Deposit $2,000,000
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Closing Payment

Annual Rent

TEU Assessment

Intermodal
Assessment

Common Area
Assessment

Closing and
Commencement
Schedule

$8,000,000, less the amount of the Signing Deposit.

$4,500,000, subject to any increase in the Consumer Price Index (CPI),
due on the first day of the Lease Year (July 1). The first Annual Rent
payment will be due upon the Commencement Date.

The Lessee must pay the Port an annual TEU Assessment to be
calculated as follows:

For each TEU up to 250,000 TEUs, $0 per TEU

For each TEU from 250,001 TEUs up to 350,000 TEUs; $10 per TEU
For each TEU from 350,001 TEUs up to 550,000 TEUs, $20 per TEU
For each TEU above 550,000 TEUs, $10 per TEU

All dollar amounts increased annually based on increases in CPI.

Beginning with the Lease Year after the fifth anniversary of the
Commencement Date, the Lessee must pay to the Port an Intermodal
Assessment equal to $8 per yard-to-rail or rail-to-yard container lift in the
intermodal rail yard, up to a maximum of $200,000 per Lease Year. The
dollar amounts per lift and the overall cap will be increased annually
based on increases in CPI, but only after the Intermodal Assessment has
been in effect for one year.

The Lessee will reimburse the Port for the Lessee’s proportionate share
of the common area costs within the Rivergate Industrial District.

Closing will occur no later than 90 days after Signing, although the 90-
day period may be extended for an additional 90 days (for a total of 180
days) to the extent that the mutual conditions to Closing have not been
satisfied.

Commencement will be the earlier of 180 days after Closing or the date
that the MTC contract is terminated. However, Commencement will not
be any earlier than 90 days after Closing.

Between Signing and Commencement, the Port will continue to operate
the terminal and the Lessee will have additional access to observe Port
operations during this period.
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Closing
Conditions

Terminal Assets

Performance
Security Deposit

Revenues/
Liabilities

Significant conditions to Closing include, among others: the Committee
on Foreign Investment United States (CFIUS) review (mutual), Federal
Maritime Commission (FMC) filing (mutual), the delivery of the Parent
Guarantee (for the benefit of the Port),and the delivery of a preliminary
transition plan (for the benefit of the Port).

The Agreement may be terminated prior to Closing by mutual consent of
the Parties, by the Lessee if the Port has failed to satisfy its conditions to
Closing, or by the Port if the Lessee has failed to satisfy its conditions to
Closing. In the event that the Port terminates the Agreement as
described in the previous sentence, the Port will be entitled to retain the
Signing Deposit.

At Commencement, the Port will transfer to the Lessee title to the
Terminal Assets (e.g., rolling stock, reachstackers, yard equipment, etc.).
The Port retains title to all Cranes and the Terminal. The Lessee may not
sell, assign, or otherwise remove certain designated Terminal Assets
during the first five years. The Port will have the right, but not the
obligation, to acquire at fair market value any assets used by the Lessee
on the Terminal at termination or expiration of the agreement.

Between Closing and Commencement, in recognition of the advance
payment of the Closing Payment in respect of the transfer of the Terminal
Assets to the Lessee, the Port will grant the Lessee a security interest in
the Terminal Assets.

The Lessee must maintain with the Port a performance security deposit
throughout the Term of the Agreement. The security deposit must be in
the amount of $1,875,000 (5/12ths of Annual Rent) in the form of cash or
a Letter of Credit (LOC). If the Port has not drawn on the security deposit
after eight years, the Lessee may provide a performance bond as the
form of the security deposit. After 10 years, the Lessee may reduce the
security deposit amount to 1/4th of the Annual Rent, but only if the form
of the security deposit is cash or an LOC. If the Port makes a draw on
the security deposit, the amount of the security deposit must remain at
5/12ths of the Annual Rent.

After Commencement, the Lessee will have the right to collect all terminal
revenues and, unless otherwise specifically stated in the Agreement, the
Lessee is responsible to pay all costs and incur all liabilities associated
with the operation of the terminal.
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Operating
Standards

Berth
Maintenance

General
Maintenance

Terminal Security

Exclusivity

Competing
Container
Terminal

The Operating Standards generally address minimum standards
concerning plans for safety, operations, maintenance, capital and
environmental management. The Operating Standards also provide for
annual condition audits to be conducted jointly by the parties and more
detailed facility condition assessments to be conducted every three years
by an Independent Engineer. These audits and assessments will identify
facility condition deficiencies and set forth work needed to correct these
deficiencies.

The Port will retain responsibility for berth maintenance and scour repair.

With the exception of certain core infrastructure maintenance and
specified existing deficiencies for which the Port will be responsible, the
Lessee is responsible for all regular maintenance, repair and
replacement of all Improvements, Cranes and Terminal Assets. The Port
will make its District Council of Trade Unions (DCTU) employees
available to the Lessee to perform maintenance work at the terminal.

The Port will also make certain other designated employees (members of
the International Longshore and Warehouse Union, (ILWU) available to
the Lessee to perform mechanical work on the cranes. The Lessee will
reimburse the Port for the costs of such work.

The Port will continue to provide security services to the terminal and will
be reimbursed by the Lessee for such work.

The Lessee or its affiliates (including the parent company, ICTSI) may
not construct, maintain, operate, or have any financial interest in any
other marine container terminal in the State of California, State of
Oregon, or State of Washington without the prior written approval of the
Port, which the Port may grant or deny in its sole discretion.

Prior to the 15th anniversary of the Commencement Date or the date that
throughput volume exceeds 700,000 TEUs, the Port shall not construct or
operate a competing container terminal. After that period, the agreement
requires the Port to negotiate with ICTSI with respect to the Port
constructing a competing container terminal during the Term. If the Port
issues a competitive process for construction or operation or a new
container terminal, then ICTSI shall have the right to participate in that
process.
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Crane Removal
and Replacement

Capital
Improvements/
Expansion

Transfers

Handback/
Termination

Dispute
Resolution

Upon the Lessee’s request and the Port’s discretionary approval, a crane
may be decommissioned by the Lessee at the Lessee’s costs, and the
Lessee may retain any salvage value. With respect to Cranes 6373,
6374 and 6375, the Parties agree to negotiate in good faith on an
overhaul/replacement plan during years 12 through 16 of the Term. At
any time after the 11th anniversary of the Commencement Date, the
Lessee may require the Port to remove Cranes 6373, 6374 and 6375 at
the Port’s expense. The Port will also remove Cranes 6376 and 6377
within two years of Closing.

At the request of either Party or upon the reaching of 400,000 TEUs of
throughput volume, the Parties will use commercially reasonable efforts
to negotiate in good faith with respect to an expansion of the Terminal.

Unless approved by the Port, the Lessee may not transfer its interest in
the Agreement or permit a change in control of the Lessee.

The Operating Standards require a process designed to ensure an
orderly handback of the Terminal upon the termination or expiration of
the Agreement. The Operating Standards also require that the Terminal
be in a good operating condition, ordinary wear and tear excepted, and in
at least a condition which is sufficient to support: 1) operational capability
to handle the same types of services that have been provided within the
Terminal for the prior five years; and 2) operational capability to handle a
TEU volume equal to the highest annual TEU volume during the prior five
years.

The Agreement provides a set of dispute resolution procedures that the
Parties agree to use. The process includes informal dispute resolution
and mediation prior to court action. In addition, the Parties may agree to
submit a technical dispute to an Independent Engineer or technical
dispute panel, and in either case, the decision by the Independent
Engineer or the technical dispute panel will be binding upon the Parties,
unless a Party expressly reserves the right to submit the technical
dispute to the general dispute resolution process.

EXECUTIVE DIRECTOR’S RECOMMENDATION

The Executive Director recommends that the following resolutions be adopted:

BE IT RESOLVED, That approval is given to enter into a lease of the Terminal 6
container and breakbulk facility with International Container Terminals Oregon, Inc.,
consistent with the terms presented to the Port of Portland Commission; and
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BE IT FURTHER RESOLVED, That the Executive Director or his designee is authorized
to execute the necessary documents on behalf of the Port of Portland Commission in a
form approved by counsel.
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PORT OF PORTLAND FISCAL YEAR 2010-2011 BUDGET APPROVAL

May 12, 2010 Presented by: Suzanne Kenny
Senior Manager, Finance

EXECUTIVE SUMMARY

This agenda item requests that the Commission, acting as the Port of Portland’s (Port) Budget
Committee, approve the Port’s Fiscal Year (FY) 2010-2011 Budget (Budget) and authorize its
submittal to the Tax Supervising and Conservation Commission (TSCC) for its public hearing on
June 9, 2010. The TSCC is an independent, impartial panel of citizen volunteers established to
monitor the financial affairs of local governments. The TSCC, required in counties with a
population over 500,000, has jurisdiction over all local governments that are required to follow
local budget law and that have more than half of their real market value within Multnomah
County. All budgets must be certified by the TSCC prior to adoption by the local governing
body. After review by the TSCC, we will request Commission approval to adopt the Budget at a
special meeting on June 25, 2010. At that time, the Commission may take into consideration
any suggestions of the TSCC or make other modifications to the Budget subject to the
limitations of ORS 294.435.

BACKGROUND

The Budget provides the Port’s best estimate of the resources and requirements needed to
achieve the Port’s mission in a context of community and environmental responsibility. The
Budget provides a funding plan for actions that have been approved by the Commission and, for
planning purposes, anticipated actions or initiatives that may require further Commission review
and approval prior to the implementation of such initiatives.

In order to conform to Oregon Revised Statutes governing the local budget process, the Port
began the process for the Budget at a public hearing on April 14, 2010. Subsequent to the first
hearing, adjustments have been made to the Budget. Exhibits A and B outline the changes to
each fund and the explanations for those changes. Changes to the appropriation categories
within each fund between the April 14 hearing on the Budget and this meeting are shown on
Exhibit C.

Overview — Resources

Budgeted resources for FY 2010-2011 total $892.0 million. Anticipated resources include:
» Projected operating revenues of $244.3 million.
» Property taxes of $9.0 million.

» Beginning working capital balance of $215.4 million is comprised mainly of the General
Fund ($131.9 million), the Airport Revenue Fund ($20.0 million), and the Bond
Construction Fund ($19.3 million).
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Grants, Interest and Other Income of $77.8 million is comprised primarily of $6.7 million
of interest income, $45.4 million in Federal and State Grants (including Connect Oregon
funding and FAA), as well as $25.7 million in Passenger Facility Charges.

A Bond Issue in the amount of $189.8 million is budgeted to fund capital projects
budgeted in the Airport Construction Fund ($170.8 million) and a debt service reserve in
the Airport Revenue Bond Fund ($19.0 million).

Transfers between funds of $155.7 million make up the balance of the resources.
Although technically required to be budgeted for under Oregon Budget Law, transfers
track dollars moving between funds and are shown both as resources and requirements
in the Budget document.

Overview — Requirements

Operating expenditures of $173.4 million reflect costs of personal services and all materials and
services. These expenditures do not include depreciation or the cost of property sold since
those expenses are not recognized under Oregon Budget Law.

The Port’s capital budget as shown in the document is $161.5 million. In conformance with
Oregon Budget Law, that amount does not include $14.3 million of internal labor (which the Port
does include as a capitalized cost for accounting purposes). Of the total budgeted capital
expenditure, $130.0 million is budgeted for Portland International Airport (PDX) in the Airport
Construction Fund and includes:

$36.7 million for the multi-year project to construct the long-term solution enhancing the
PDX deicing system.

$36.2 million for the completion of the two-year north runway extension project.
$28.8 million to design and begin construction of the south runway rehabilitation project.

$23.3 million for the completion of the three-year project to construct an in-line bag
screening system. This system will bring the explosive detection equipment currently in
the ticket lobby in-line with the baggage system behind the ticket counters.

$3.4 million for Taxiway A rehabilitation.

Capital expenditures in the amount of $31.5 million are budgeted in the Bond Construction Fund
(which includes all divisions other than PDX) and includes:

$11.1 million for South Rivergate rail expansion — Phase 1.
$7.0 million for the multi-year project constructing the third runway at Hillsboro Airport.

$5.4 million for Terminal 6 wharf modernization.
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« $2.6 million for Terminal 5 berth deepening.

* $1.3 million for Terminal 4 pipeline infrastructure.
Other Budget requirements include:

» Debt Service payments of $80.8 million — $62.1 million for PDX Revenue Bonds, $11.2
million for Passenger Facility Charge Bonds and $7.5 million for General Fund obligations.

* The $5.1 million budgeted for “Other Environmental” consists of environmental costs that
are not directly related to the Port’s current business operations, such as the Lower
Willamette River Cleanup Project.

« Contingency balances of $271.0 million represent amounts that are expected to be
unspent in FY 2010-2011 and which, therefore, would become the beginning balance in
the following fiscal year. Of the total, $125.7 million is for Aviation uses. By leaving
these amounts in the Contingency category, however, they are available for
appropriation by the Commission during the coming fiscal year as needed.

« The Unappropriated Balance of $43.6 million is a category under Oregon Budget Law
that is the only available category to budget the Debt Service Reserve in the Passenger
Facility Charge Bond Fund. These amounts cannot be appropriated by the Commission
in the coming fiscal year. Oregon Budget Law does not permit the use of the
Contingency category in association with Debt Service Funds.

» Transfers of $155.7 million make up the balance of the requirements.

Fiscal Year 2010-2011

Changes from April to May Budget Documents

The attached exhibits detail changes to each Fund from the April Budget Proposal to the Budget
document submitted for approval today. The changes in the following areas account for the
$2.7 million increase in the Port’s FY 2010-2011 Budget from the $889.3 million in the April
proposal to the $892.0 million in the budget document submitted for approval:

» Estimated Operating Revenues increased by $2.6 million. The General Fund increased
by $1.6 million as a result of an increase in Marine volume forecasts for containers,
mineral bulk, and breakbulk. The Airport Revenue Fund increased approximately $1.0
million as a result of an increase in terminal rent and concession forecasts.

» Estimated Operating Expenditures increased by $523,089. The General Fund increased
by $3.5 million due to changing the headquarters rent requirement from an inter-
company transfer to an operating expenditure, as well as an increase in longshore labor
associated with higher container volume forecast. The Airport Revenue Fund decreased
by $3.0 million due to changing the headquarters rent reimbursement from an inter-
company transfer to a credit to operating expenditures.
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Transfers between funds increased by $132,324 as a result of changing the
headquarters rent requirement/reimbursement from an inter-company transfer to an
operating expenditure and revised estimates for the Series 20 capitalized interest and
debt service reserves.

Finally, the net impact of the changes outlined above result in a $182,844 decrease in
ending (contingency) fund balances.

Other minor changes are shown on the exhibits.

EXECUTIVE DIRECTOR'S RECOMMENDATION

The Executive Director recommends that the following resolutions be adopted:

BE IT RESOLVED, That the Port of Portland’s Budget document for Fiscal Year 2010-
2011 as presented to the Port of Portland Commission is approved; and

BE IT FURTHER RESOLVED, That the maximum tax levy for the General Fund of the
Port of Portland be set at a rate of $0.0701 per thousand of assessed value, such rate
subject to the local government limitation; and

BE IT FURTHER RESOLVED, That the Budget Officer is directed to submit the Budget
document to the Tax Supervising and Conservation Commission for a public hearing and
for orders, recommendations or objections as provided by law.
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2010-2011 ADMINISTRATIVE COMPENSATION PROGRAM

May 12, 2010 Presented by:  Niki L. Jordan
Compensation and Benefits
Manager

EXECUTIVE SUMMARY

This agenda item requests Commission approval to fund the merit pool, merit lump sum pool,
and additional compensation for promotions, equity and special adjustments for the Port of
Portland’s (Port) Fiscal Year 2010-2011 Administrative Compensation Program.

BACKGROUND

The Port’s Administrative Compensation Program covers approximately 460 employees. In
overall terms, the achievement of market rates (100 percent), plus or minus five percent,
measures the competitiveness of this plan. On an individual basis, the Administrative
Compensation Plan provides pay-for-performance, in which salary levels reflect demonstrated
performance over time.

The following expenditures for the Fiscal Year 2010-2011 compensation cycle reflects the total
recommended annual expenditure for the Administrative Compensation Plan for administrative
employees.

* Merit increase pool of $1,015,874 (3.0 percent of payroll).

*  Merit lump sum pool of $641,173 (1.9 percent of payroll).

» Miscellaneous pool of $205,389 (.06 percent of payroll) to be used for promotions, equity
and special adjustments throughout the year.

EXECUTIVE DIRECTOR'S RECOMMENDATION

The Executive Director recommends that the following resolutions be adopted:

BE IT RESOLVED, That approval is given to implement the Port of Portland's Fiscal
Year 2010-2011 Administrative Compensation Program consistent with the terms
presented to the Commission; and

BE IT FURTHER RESOLVED, That the Executive Director or his designee is authorized
to execute the necessary documents on behalf of the Port of Portland Commission in a
form approved by counsel.
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CONSTRUCTION CONTRACT — RUNWAY 12L/30R AND TAXIWAY D - HILLSBORO
AIRPORT

May 12, 2010 Presented by: Jim McGinnis
Engineering Project Manager

Steve Nagy
General Aviation Manager

EXECUTIVE SUMMARY

This agenda item requests approval to award a construction contract to K&E Excavating, Inc., for
the construction of Runway 12L/30R, Taxiway D, and associated infrastructure at Hillsboro Airport
(HIO).

BACKGROUND

This project will provide Taxiway D, a 35-foot wide, 4,200-foot long parallel taxiway adjacent to
existing runway 12/30 (Phase 1), and Runway 12L/30R, a new 60-foot wide, 3,600-foot long general
aviation runway parallel to existing runway 12/30 (Phase 2). The new runway is expected to
provide the needed capacity enhancement to enable HIO to meet projected aviation demand for the
next 30 years. In 2007, HIO was at 98 percent of capacity. This project is part of the primary
capacity enhancements endorsed by the 2005 HIO Master Plan.

The scope of project Phases 1 and 2 include:

* Asphalt pavement

» Grading and drainage

» Navigational aid installation

» Airfield guidance signage and pavement markings

* Runway and taxiway lighting, power and communication duct banks

» Relocation of utilities serving existing Federal Aviation Administration (FAA) navigational
instruments

Additive Alternative A represents additional, available work scope to improve the primary haul road
to support two years of project construction activities.

The contract for preparation of the Environmental Assessment for this project was awarded to
CH2M Hill in April 2008 and a Finding of No Significant Impact (FONSI) was issued by the FAA in
January 2010.

The design Professional Services contract was awarded to Mead and Hunt in July 2009 and the
construction documents completed in March 2010.
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Phase 1 construction is scheduled to receive a 2010 FAA Airport Improvement Program (AIP)
grant. Phase 2 construction is scheduled to be funded by a 2011 FAA AIP grant. The balance of
funding for each phase would be supplied by Port of Portland (Port) Cost Center funds.

This project was put out for bid on March 17, 2010, and bids were received and publicly opened
on April 21, 2010. A total of 10 bids were received. The bid results are shown in the table
below.

Taxiway D and Additive
Contractor Runway 12I/30R  Alternative A Total
K&E Excavating, Inc. $6,602,891.40 $87,481.00 $6,690,372.40
Coffman Excavation $6,960,525.00
Kodiak Pacific Construction *$7,199,113.15
Kerr Contractors, Inc. *$7,255,433.25
Nutter Corporation $7,839,377.22
Tri-State Construction, Inc. $8,080,000.00
Moore Excavation, Inc. $8,256,044.50
C&M Construction, Inc. $8,760,861.00
Tapani Underground, Inc. $8,965,762.50
Westech Construction, Inc. *$9,704,558.50
Engineer's Estimate $10,526,814.75

*Corrected bid totals

The basis of award included both Phase 1 and Phase 2. In addition, the Port has elected to
pursue Additive Alternative A.

The FAA’s FONSI, after its analysis of the environmental assessment of this project, has been
challenged in court by three local residents. Neither the FAA nor the court has made any
determination on these filings at this time. Plaintiffs allege that the environmental assessment
was insufficient and have asked both the FAA and the 9™ Circuit Court of Appeals to stay and/or
reverse the process leading to funding the project.

The Executive Director’'s recommendation includes the contingency that the project receives
FAA funding. The Port would not plan final execution of the contract until funding is secured.
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EXECUTIVE DIRECTOR'S RECOMMENDATION

The Executive Director recommends that the following resolutions be adopted:

BE IT RESOLVED, That approval is given to award a construction contract to K&E
Excavating, Inc., for the construction of Runway 12L/30R and Taxiway D at Hillsboro
Airport, including Additive Alternative A, consistent with the terms presented to the
Commission, and contingent upon execution of appropriate grants with the Federal
Aviation Administration; and

BE IT FURTHER RESOLVED, That the Executive Director or his designee is authorized
to execute the necessary documents on behalf of the Port of Portland Commission in a
form approved by counsel.
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FACILITIES AND SERVICES AT THE PORTLAND INTERNATIONAL AIRPORT

May 12, 2010 Presented by: Vince Granato
Director of Financial and
Administrative Services
and CFO

EXECUTIVE SUMMARY

This agenda item requests a first reading and public hearing on proposed Port of Portland (Port)
Ordinance No. 433-R regarding certain rates, charges, and fees and regulating the use of
Portland International Airport (PDX) by commercial airlines that are not party to a lease and
operating agreement with the Port (signatory agreement).

The existing signatory agreement will terminate on June 30, 2010, and a new agreement or an
Ordinance must be in place by July 1, 2010, for airlines to continue to operate at PDX.

BACKGROUND

There are currently 13 signatory passenger airlines and 8 signatory cargo airlines serving PDX
which operate under a signatory agreement that expires on June 30, 2010. The Commission
will consider a new signatory agreement on June 9, 2010, which if approved, would have an
effective date of July 1, 2010. A second reading of Ordinance 433-R is also scheduled for June
9, 2010, at which time Commission action will be requested to enact the Ordinance.

Passenger and cargo airlines operating at PDX have traditionally been governed by a signatory
agreement. The duration of PDX signatory agreements has decreased from a term of 20 years
in 1971 to the five-year term of the current signatory agreement. This trend reflects the airport
and airline desire to provide for shorter terms to be able to respond to changing business
conditions in this dynamic industry.

Proposed Ordinance 433-R would establish rates, charges and airport use requirements both to
accommodate carriers that do not want to assume financial and leasing commitments for the full
term of a signatory agreement and to establish a legal framework for these purposes in the
absence of a signatory agreement. Unlike a signatory agreement, the proposed Ordinance
would not expire by its terms. It would remain in place to create a legal structure for airlines
wishing to operate without a long-term agreement or as a back-stop to an expired agreement.

The Federal Aviation Administration requires airports to establish non-discriminatory rates and
charges for the use of airport facilities, but specifically authorizes airports to establish a rate
structure that reflects the value of the long-term financial commitment to the airport that airlines
make through a signatory agreement. Proposed Ordinance 433-R would permit airlines to
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operate at PDX on a month-to-month basis. The incentive to sign the signatory agreement is
that the financial terms of the proposed Ordinance are less favorable than those of the signatory
agreement.

Summary of Significant Terms

Use of Terminal Space All space occupied by an airline in the Terminal Building
would be licensed on a month-to-month basis contingent
upon advance payment of a security deposit, proof of
insurance, indemnification of the Port and subject to
compliance with terminal use restrictions, applicable
laws, safety and security protocols and the PDX Rules.

Use of Airfield Airfield use would require advance Port authorization as
well as compliance with Port use restrictions regarding
aircraft service and maintenance, use of the ground run-
up enclosure, and aircraft and ground support equipment
parking and storage.

Rents and Fees Paid by Airlines All rental rates and fees would be 25% higher than the
rates and fees calculated under the methodology set
forth in the proposed Ordinance and current signatory
airline agreement, after removal of revenue sharing
provided by the PDX Port Cost Center.

No Revenue Sharing No revenue sharing from the PDX Port Cost Center
would be applied to either the Airfield or Terminal Cost
Centers for rate setting purposes.

No Voting on Capital Project Airlines operating under the Ordinance would have no
Expenditures voting rights with respect to capital projects impacting
the Airfield or Terminal Cost Centers.

Security Deposit Airlines would be required to post a minimum security
deposit equal to three (3) months average Terminal
Rents and Landing Fees.

Environmental Requirements All airlines operating at PDX would be obligated to comply
with applicable laws and Port environmental requirements
with respect to hazardous materials, stormwater
management, de-icing protocols, noise mitigation, air
quality, recycling and sustainability initiatives.
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The existing signatory agreement will terminate on June 30, 2010, and a new agreement or an
Ordinance must be in place by July 1, 2010, for airlines to continue to operate at PDX. The Port
has granted the airlines currently operating at PDX a 60-day grace period to accommodate their
respective corporate signatory agreement review and approval processes. Provided the
Commission approves both the new signatory agreement on June 9, and enacts Ordinance
433-R on June 9 effective July 1, 2010, all airlines that are currently signatory airlines would be
deemed to be governed by and would be invoiced under the terms of the new signatory
agreement effective July 1, 2010. However, if an airline fails to return its signed signatory
agreement by August 30, 2010, it would instead be deemed to have operated under the
Ordinance and would be retroactively billed at the Ordinance 433-R rates from July 1, 2010.
Airlines would have the opportunity to execute the signatory agreement any time during its
proposed five-year term.

EXECUTIVE DIRECTOR'S RECOMMENDATION

The Executive Director recommends that the following resolutions be adopted:

BE IT RESOLVED, That Port of Portland Ordinance No. 433-R be given a first reading
by title only; and

BE IT FURTHER RESOLVED, That a public hearing be held on Ordinance No. 433-R.



ORDINANCE NO. 433
OF
THE PORT OF PORTLAND

AN ORDINANCE REGARDING CERTAIN RENTS, FEES, AND OTHER CHARGES
AND REGULATING THE USE OF FACILITIES AND SERVICES AT THE
PORTLAND INTERNATIONAL AIRPORT.

BE IT ENACTED BY THE PORT OF PORTLAND, AS FOLLOWS:
1. FINDINGS
1.1 The Port of Portland finds that:

1.1.1 The Port of Portland ("Port") owns and operates the Portland International
Airport located in Portland, Oregon ("Airport"); and

1.1.2  ORS 778.025(5) authorizes the Port to operate and maintain airports and
collect charges for the use of such facilities, and ORS 836.210 further authorizes the Port to
provide by regulation for charges, fees and tolls for the use of the Airport and civil penalties for
the violation of such regulations; and

1.1.3 As a recipient of financial assistance from the United States Government
for development of Port airports, the Port is required by 49 USC § 47107(a)(13) to maintain a
schedule of charges for the use of facilities and services at the Airport that will make the Airport
as self-sustaining as possible under the circumstances existing at the Airport, including volume
of traffic and economy of collection; and

1.1.4 The Port is also required by 49 USC § 47107(a)(1) to make the Airport
available for public use on reasonable conditions and without unjust discrimination; and

1.1.5 The Federal Aviation Administration ("FAA") has directed airports to
ensure that rates, fees, rentals, landing fees, and other service charges imposed on aeronautical
users of the Airport for aeronautical uses are fair, reasonable, and not unjustly discriminatorys;
and

1.1.6 The Port may, consistent with 49 USC § 47107(a)(2)(B)(ii), levy higher
rents, fees and other charges upon Air Carriers that use the Airport, but have not entered into
agreements with the Port, than the Port collects from Signatory Carriers, to reflect differences in
the kinds of commitments that Signatory Carriers make; differences in the kinds of risks that
Ordinance Carriers create; cost differences; and other factors; and

1.1.7 In order to generate revenue to make the Airport as self-sustaining as
possible under the circumstances existing at the Airport and in order to maintain, operate, and
develop the Airport for the convenience of aviation users and the traveling public; preserve
order; provide for the public health, safety and welfare; enhance the welfare of the Port and the
State of Oregon; and govern use of Airport property, it is necessary to adopt and implement a
methodology that authorizes the Executive Director to establish and periodically adjust the rents,
fees and other charges to be paid by Air Carriers engaged in air transportation to or from the
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Airport, and which are without agreements with the Port that grant defined operating privileges
in exchange for the payment of specified rents, fees and other charges.

2. PURPOSE

The purpose of this Ordinance is to establish reasonable and not unjustly discriminatory rents,
fees and other charges, and to set forth various conditions for operating at the Airport, applicable
to Air Carriers that have not entered into an agreement with the Port that defines operating
privileges at the Airport in exchange for the payment of specified rents, fees and other charges,
consistent with the above findings, and to delegate to the Executive Director the authority to
effectuate the policies and requirements established by this Ordinance. This Ordinance shall be
liberally construed to effectuate these purposes.

3. DEFINITIONS
For the purposes of this Ordinance, the following definitions shall apply.

"Affiliate" means (a) any Air Carrier flying in or out of the Airport solely for the benefit
of a Signatory Carrier(s), under the livery of that Signatory Carrier; or, if flying under its own
livery, is not selling any seats in its own name and all seats are being sold in the name of the Air
Carrier the Affiliate is under contract to; or (b) a wholly owned subsidiary of a Signatory Carrier
or a subsidiary of the same corporate parent of the Signatory Carrier. Any Air Carrier(s) that
flies under its own livery and sells seats in its own name shall not be classified as an Affiliate.

"Air Carrier" means a duly certificated business engaged in the business of scheduled or
non-scheduled commercial air transportation of persons, property and/or mail.

"Aircraft Apron" means that part of the ramp area used for the loading and unloading of
passengers and cargo from aircraft, servicing aircraft, and maneuvering aircraft to and from
active taxiways.

"Airfield" means areas and facilities provided for the landing, takeoff, and taxiing of
aircraft, including all runways, taxiways, ramps and aprons; aircraft parking areas; areas required
for approach and clear zones; airfield access and related roadways; aviation easements and other
related support facilities (i.e., lighting, navigational aids, etc.).

"Airfield Cost Center" means the Cost Center to which Revenues and expenses
associated with the Landing Area, excluding the Aircraft Apron, are allocated. The "Airfield
Cost Center" shall include a portion of Indirect Cost Centers.

"Airfield Net Requirement" means the Airfield Requirement less the following items:
(a) Non-Airline Revenues, both direct and indirect, allocated to the Airfield Cost Center; and
(b) interest income allocated to the Airfield from the Airport Fund.

"Airfield Requirement" means the sum of the following elements: (a) the total annual
Direct O&M Expenses and Indirect O&M Expenses allocated to the Airfield Cost Center; (b) the
total annual Direct and Indirect Debt Service allocated to the Airfield Cost Center; and (c) annual
Debt Service Coverage on Direct and Indirect Debt Service allocated to the Airfield Cost Center.

"Airline Cost Centers" means the Airfield Cost Center and the Terminal Cost Center.

"Airport" means the Portland International Airport, owned and operated by the Port, and
all additions, expansions and improvements thereto.
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"Airport Certification Manual" or "ACM" means the document prepared and
maintained by the Airport operator outlining measures intended to comply with requirements of
CFR 14 Part 139, "Certification and Operations: Land Airports Serving Air Carriers." The ACM
contains operating procedures, facilities and equipment, responsibility assignments, and any
other information needed by personnel concerned with operating the Airport in order to comply
with applicable provisions of FAR Part 139.

"Airport Fund" means that fund so defined in Port Ordinance No. 155, as amended, and
as may be amended, from time to time.

"Airport General Account" means that account designated as the "General Account" in
Section 13 of Ordinance No. 155, as amended, and as it may be amended from time to time.

"Airport Layout Plan" means the FAA required scaled drawing of existing and
proposed land and facilities necessary for the operation and development of the Airport.

"Airport Security Program" or "ASP" means the confidential Airport security program
required by 49 CFR 1542 and approved by the TSA that describes the security requirements that
must be implemented at the Airport.

"Assigned Space" means the space in the Terminal assigned by the Port for use by an Air
Carrier in accordance with this Ordinance and the Air Carrier's Letter of Authorization.

"Baggage Claim Areas" means those areas of the Terminal designated for delivery of
in-bound baggage to arriving passengers and also those areas of the enclosed baggage road
designated for delivery of baggage from the aircraft into the Terminal.

"Baggage Consortium" means a consortium of Air Carriers responsible for the ongoing
operation of the baggage handling system for the use of any Air Carrier serving the Airport.

"Baggage Make-up Areas" means those areas of the Terminal and those devices used to
sort out-bound baggage for delivery to departing aircraft.

"Best Management Practices" means those environmental or operational standards:
(a) implemented by a business or industry group pertinent to Air Carrier operations as a matter of
common and accepted practice; or (b) developed by Air Carrier for use in Air Carrier's
operations.

"Bond Ordinances" means, collectively, Port Ordinance No. 155 that was enacted by the
Port of Portland on November 10, 1971, as amended and restated pursuant to Port Ordinance
No. 368B, enacted October 13, 1993; Port Ordinance No. 375B, enacted August 10, 1994; Port
Ordinance No. 393B, enacted February 10, 1999; Port Ordinance No. 323, enacted
October 9, 1985, as amended, modified, and supplemented by Port Ordinance No. 337A, enacted
October 14, 1987; Port Ordinance No. 323A, enacted August 10, 1988; Port Ordinance
No. 368B, enacted October 13, 1993; and Port Ordinance No. 375B, enacted August 10, 1994;
all as they may be further amended, modified, or supplemented from time to time.

"Business Day" means Monday through Friday and shall exclude Saturday, Sunday and
Legal Holidays.

"Cargo Carrier" means an Air Carrier in the business of transporting property by air, but
not passengers.
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"Common Use Equipment" means equipment, seating, electronics, hardware and
software that the Port reserves for the flexible and temporary use of any Air Carrier serving the
Airport.

"Common Use Gates" means any Port controlled gates, excepting gates associated with
Non-Preferential Ground Load Holdrooms, not assigned by the Port as Preferential Space to any
Air Carrier, and which the Port reserves for the flexible and temporary use of any Air Carrier
serving the Airport. Common Use Gates include all equipment and utilities necessary to operate
from the gates, including loading bridges, ground power units, and potable water supply.

"Common Use Space" means Port controlled ticket counter, ticket office, equipment,
Kiosks and gates which the Port has not leased and which it reserves for the flexible and
temporary use of any Air Carrier serving the Airport.

""Common Use Kiosks" or "Kiosks" means machines that assist passengers with services
which include, without limitation, check-in, rebooking, and baggage location information.

"Common Use Ticket Counters" means any ticket counter which the Port may reserve
for the flexible and temporary use of any Air Carrier serving the Airport.

"Common Use Ticket Offices" means offices located directly adjacent to the Common
Use Ticket Counters which the Port will make available for rent to support that Common Use
Ticket Counter.

"Concessionaire" means any business entity other than Air Carriers permitted by the Port
to sell goods and/or provide services at the Airport, primarily to support the air transportation of
passengers, guests and employees based at the Airport in accordance with Port Ordinances, and
the PDX Rules as they may be supplemented or amended from time to time. Concessions
businesses include without limitation, retail sales, food and beverage sales, passenger services,
and rental car services.

"Cost Center" means an accounting center used to collect Revenues and expenses
(including O&M Expenses and debt service).

"Debt Service Coverage" means the coverage component of the rate covenant
requirement of Ordinance No. 155, as amended, and as may be amended from time to time,
currently equal to thirty percent (30%) of the sum of Direct and Indirect Debt Service
attributable to Airport revenue bonds issued to acquire Capital Improvements at the Airport for a
particular Cost Center, or such other similar amounts that may be required for any debt
financing.

"Deplaned Passengers" means disembarking revenue passengers at the Terminal, who
are: (a) terminating their air travel; (b) transferring between airplanes of the same Air Carrier; or
(c) transferring between airplanes of different Air Carriers.

"Design Review Process" means the Airport's process for ensuring that tenant
developments, alterations or modifications comply with the Airport's Terminal Design
Standards, which preserve the design quality that has been established in the Airport, and are
kept on file in the Airport administrative offices.

"Direct O&M Expenses" means O&M Expenses which are attributable to each Direct
Cost Center.
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"Director of Aviation" means the person in charge of overall Airport management for
the Port.

"Effective Date" means July 1, 2010.

"Enplaned Passengers" means embarking revenue passengers at the Terminal who are:
(a) originating their air travel; (b) transferring between airplanes of the same Air Carrier; or
(c) transferring between airplanes of different Air Carriers.

"Environmental Laws" means any and all federal, state of Oregon and local laws,
regulations, rules, permit terms, administrative orders issued pursuant to federal and state laws,
Best Management Practices, codes and ordinances now or hereafter in effect, as the same may be
amended from time to time, which govern Hazardous Substances, regulated wastes, emissions,
pollutants, animals or plants, noise, or products; and relate to the protection of health, natural
resources, safety or the environment.

"Environmental Management System" means part of an organization's management
system used to develop and implement its environmental policy and manage its activities or
products or services that can interact with the environment.

"Executive Director" means the chief executive officer of the Port or his or her delegates
including without limitation, the Director of Aviation.

"Federal Aviation Administration" or "FAA" means the federal agency within the
U.S. Department of Transportation that is responsible for the safety and efficiency of aviation
operations.

"Fiscal Year" means the annual accounting period of the Port for its general accounting
purposes, which is currently the period of twelve (12) consecutive calendar months commencing
July 1 and ending June 30.

"Gate Position" means passenger gate(s), including Aircraft Apron, holdroom, aircraft
loading bridge (if any), and appurtenant furnishings in and about the Terminal that are
reasonably necessary for the use thereof.

"Government Aircraft" means any aircraft owned or operated by the United States
government or any of its agencies.

"Ground Run-up Enclosure" or "GRE" means that facility identified on the Airfield as
the place where all aircraft engine run-ups must be conducted, unless specifically exempted by
the Port.

"Hazardous Substances" means any and all substances defined or designated as
hazardous, toxic, radioactive, dangerous or regulated wastes or materials, or any other similar
term in or under any applicable Environmental Law. Hazardous Substance shall also include,
but not be limited to, fuels, petroleum and petroleum derived products, and deicing and anti-icing
materials.

"Hazardous Substance Release" means the spilling, discharge, deposit, injection,
dumping, emitting, releasing, leaking, migrating, leaching, placing, or seeping of any Hazardous
Substances into the environment, including air, land, sediment, water, groundwater, and storm
water, in violation of any applicable Environmental Law, except as specifically authorized by a
valid permit issued under applicable Environmental Laws.
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"International Arrival Facility" or "IAF" means the U.S. Customs and Border
Protection clearing facility through which international passengers must pass.

"Indirect Cost Centers" means those Cost Centers shared by Air Carriers and the Port,
and include Maintenance, Aviation Security and Public Safety, Airport Rescue and Fire Fighting,
Operations, Systems and Services, Administration, and Environmental.

"Indirect Debt Service" means the principal and interest payments on debt attributable
to the particular Indirect Cost Center.

"Indirect O&M Expenses" means O&M Expenses which are attributable to Indirect
Cost Centers.

"Landed Weight" means the sum of the products of the Maximum Gross Landed Weight
of each type of Ordinance Carrier's aircraft, by the number of Landings of each said aircraft at
the Airport.

"Landing Area" means those portions of the Airport provided for the landing, take off
and taxiing of aircraft, including without limitation, approach and turning zones, avigation or
other easements, runways, taxiways, runway and taxiway lights, and other appurtenances in
connection therewith.

"Landing Fees" means those fees charged for landing an aircraft, as more particularly
described in Section 14.2.

"Landings" means an aircraft landing at the Airport in conjunction with a flight which is
published in the "Official Airline Guide," or from which an Ordinance Carrier derives revenue
for the transportation by air of persons, property or mail.

"Legal Holiday" means any holiday observed by the Federal Government.

"Letter of Authorization" means a letter or permit issued by the Port to an Air Carrier
granting that Air Carrier a temporary license to use the Airfield or to use space at the Terminal.

"Maximum Gross Landed Weight" means the maximum gross certificated landing
weight in one thousand (1,000) pound units for which each aircraft operated by Air Carrier is
certified by the FAA or any successor agency thereto.

"Month-to-Month Space" means those areas of the Terminal that the Port makes
available for rent on a short term basis in accordance with the terms and conditions of this
Ordinance.

"Net Requirement" means the annual sum of all expenses and fees, including Debt
Service Coverage allocated to a particular Cost Center, minus all Offsetting Revenues.

"Net Revenues" means that amount so defined in Section 2(r) of Ordinance No. 155, as
amended, and as may be amended from time to time.

"Non-Preferential Ground Load Holdroom" means any ground load holdroom which
the Port reserves for the flexible use by any Air Carrier serving the Airport.

"Offsetting Revenues" means: (a) with respect to the Airfield Cost Center, including,
but not limited to, all Revenues other than the Landing Fees of Signatory Carriers; and (b) with
respect to the Terminal Cost Center, including, but not limited to, all Revenues other than the
Signatory Carrier Terminal Rents.
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"Operating and Maintenance Expenses" or "O&M Expenses" means those expenses
designated as "Costs of Operation and Maintenance" in Section 13 of Ordinance No. 155.

"Ordinance" means this Ordinance No. 433.

"Ordinance Carrier" means any Air Carrier operating at the Airport under this
Ordinance No. 433.

"Passenger Carrier" means an Air Carrier in the business of transporting persons and
property by air.

"Passenger Facility Charges" or "PFCs" means the fee charged to passengers by the Air
Carrier, on behalf of the Port, in accordance with Federal Law 49 U.S.C. § 40117, and applicable
implementing regulations adopted by FAA 14 CFR Part 158, as they may be amended from time
to time.

"PDX Rules" means the Portland International Airport Rules that are promulgated by the
Executive Director, pertaining to the use of the Airport, as they may be amended from time to
time, by which all Air Carriers, Concessionaires, and others utilizing the Airport must abide.

The PDX Rules can be found at the following link:
http://www.portofportland.com/PDFPOP/PDX_Rules_Regulations.pdf.

"Personal Property" means trade fixtures, signs, cabling, conduit and other property not
permanently affixed to the Assigned Space.

"Port Cost Center" means the Cost Center to which Revenues and expenses associated
with the Ground Transportation Cost Center, the Air Cargo Cost Center, the Other Aviation Cost
Center, and the Non-Aviation Cost Center are allocated. The Port Cost Center shall include a
portion of the Indirect Cost Centers.

"Port of Portland" or "Port" means a port district of the State of Oregon that owns and
operates the Airport pursuant to ORS 778.005 through ORS 778.990.

"Private Passenger Lounge" means any restricted access passenger waiting room,
lounge or other area assigned to an Air Carrier to provide special services or handling for its
preferred passengers, guests or invitees.

"Public Area" means those areas used by the public within the Terminal and concourse
areas, including: (a)all concourse corridors and connectors; (b) concession areas; (c) ticket
lobby; and (d) non-rentable areas.

"Rent" shall include all Terminal Rents, Landing Fees, other rents, charges, fees, fines,
costs, reimbursements, penalties, taxes, late charges, liquidated damages, and interest of all types
and of all nature that an Ordinance Carrier is required to pay to the Port under this Ordinance.

"Revenues" has the meaning given to that term in Section 2(w) of Ordinance No. 155, as
amended, and as may be amended from time to time.

"Revenue Sharing" means that program by which the Port has agreed to share a certain
amount of Port Cost Center Revenues with the Signatory Carriers, subject to meeting certain
minimum Net Revenue requirements, in exchange for the Signatory Carriers' approval of the
terms of the Signatory Agreement.
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"Risk Mitigation Program" means a program utilized to attract certain targeted new air
service to the Airport.

"Security Deposit" means a cash deposit or letter of credit paid by an Ordinance Carrier
to the Port to secure compliance with this Ordinance.

"Security Screening Areas" means those areas of the Terminal used for the screening of
passengers and baggage before allowing passengers to enter onto the secured concourses, or
allowing baggage to be loaded onto an aircraft.

"Signatory Carrier" means an Air Carrier which has signed a Sgnatory Passenger
Airline Lease and Operating Agreement or a Sgnatory Cargo Carrier Operating Agreement
with the Port which creates certain rights and obligations in the parties pertaining to the use of
the Airport.

"Signatory Carrier Agreement" means the Sgnatory Passenger Airline Lease and
Operating Agreement and the Sgnatory Cargo Carrier Operating Agreement.

"Signatory Cargo Airline" means a Signatory Carrier which is in the business of air
transportation of property, but not passengers.

"Signatory Cargo Carrier Operating Agreement" means the operating agreement
between the Port and Signatory Cargo Airlines.

"Signatory Passenger Airline" means a Signatory Carrier which is in the business of air
transportation of passengers and property.

"Signatory Passenger Airline Lease and Operating Agreement" means the lease and
operating agreement between the Port and Signatory Carriers that carry passengers and lease
space at the Airport.

"Terminal" means: (a) the passenger Terminal building and concourse areas (including
the areas below the concourses); (b) the enplaning, deplaning, and commercial access roadways
immediately adjacent to the Terminal (and sidewalks associated therewith); (c) the Public Area;
(d) the Aircraft Apron; and (e) the Security Screening Areas.

"Terminal Cost Center" means the Cost Center to which Revenues and expenses
associated with the Terminal, including the Aircraft Apron, are allocated. The "Terminal Cost
Center" shall include a portion of Indirect Cost Centers. With respect to access roadways which
are a part of the Terminal Cost Center: (a) the Terminal Cost Center shall pay one hundred
percent (100%) of the capital costs of said roadways; (b) the Port Cost Center shall pay one
hundred percent (100%) of the O&M Expenses; and, (c) the Port Cost Center shall receive one
hundred percent (100%) of the concession revenues.

"Terminal Net Requirement" means the Terminal Requirement less the following
items: (a) loading bridge fees; (b) Baggage Make-up conveyor systems fees; (c) tenant
improvement fees; (d) reduced IAF Fees per Section 14.11.2; (¢) Common Use Space fees;
(f) Common Use Kiosk fees; (g) Aircraft Apron fees; (h) Baggage Make-up Area fees; (i) other
Terminal Rents; (j) Ordinance Carrier Revenues, both direct and indirect, allocated to the
Terminal Cost Center; and (k) interest income allocated to the Terminal from the Airport Fund.

"Terminal Rents" means Rents charged by the Port for an Air Carrier's use of the
Terminal.
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"Terminal Requirement" means the sum of the following elements: (a) the total annual
Direct O&M Expenses and Indirect O&M Expenses allocated to the Terminal Cost Center;
(b) the total annual Direct and Indirect Debt Service allocated to the Terminal Cost Center; and
(c) annual Debt Service Coverage on Direct and Indirect Debt Service allocated to the Terminal
Cost Center.

"Transportation Security Administration" or "TSA" means the United States
Transportation Security Administration with jurisdiction over Airport security.

"Wireless Communication Services" means the use of regulated or unregulated wireless
signals between multiple electric devices or objects. This includes, but is not limited to, the
wireless technologies used by Wireless Fidelity (WiFi), WiMax, Zigbee, cellular phone service
for data or voice communications, 800MHz radio systems, and Radio Frequency Identification
Devices or objects.

Additional words and phrases used in this Ordinance, but not defined above, or elsewhere in this
Ordinance, or in the Bond Ordinances, shall have their usual and customary meaning.

4. AUTHORIZATION FOR USE OF AIRPORT
4.1 Applicability

This Ordinance applies to all Air Carriers that desire to use the Airport for any purpose
and are not party with the Port to either a Sgnatory Passenger Lease and Operating Agreement
(if the Air Carrier is a Signatory Passenger Airline) or a Sgnatory Cargo Carrier Operating
Agreement (if the Air Carrier is a Signatory Cargo Airline); provided, however, that any Air
Carrier handled by a Fixed Based Operator and not using the Terminal for any purpose shall
continue to be subject to Port Ordinance 389-R and shall not be subject to this Ordinance.

4.2 Effective Date
This Ordinance shall be effective on and after July 1, 2010.
4.3 Requirements to Occupy the Terminal and Use the Airfield

4.3.1 Prior to occupying space in the Terminal and using the Airfield, a
passenger Ordinance Carrier must present satisfactory evidence to the Port that this Ordinance
Carrier meets the insurance requirements and Security Deposit requirements established by this
Ordinance and has complied with the requirements in this Ordinance.

4.3.2 Prior to using the Airfield, a cargo Ordinance Carrier must present
satisfactory evidence to the Port that this Ordinance Carrier meets the insurance requirements
and Security Deposit requirements established by this Ordinance and has complied with all other
requirements in this Ordinance.

4.3.3 Upon delivering satisfactory evidence of compliance, as required by this
Section, an Ordinance Carrier must obtain from the Executive Director a Letter of Authorization
to operate at the Airport on a month-to-month basis until such use is cancelled by the Ordinance
Carrier or the Port. The Ordinance Carrier's submission of satisfactory evidence of its insurance
and Security Deposit, together with the Ordinance Carrier's receipt of a Letter of Authorization,
shall be deemed to constitute acceptance by the Ordinance Carrier of all terms and conditions of
this Ordinance.
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4.3.4 Any non-scheduled Ordinance Carrier that operates at the Airport must
obtain a Letter of Authorization at least twenty-four (24) hours prior to any aircraft operation.
The Port will assign an aircraft parking position and will set time limitations for its use.

S. COMPLIANCE WITH LAW

At all times, the Ordinance Carrier shall, with respect to its operations at the Airport, comply
with all applicable federal, state and local laws, rules, regulations and ordinances, including PDX
Rules, Port Ground Run-Up Facility Guidelines, Port ordinances, and the Airport Certification
Manual, as they may be amended from time to time, administrative orders, and environmental
permits, including, but not limited to, deicing permits, and including without implied limitation,
those relating to: (a) health and safety; (b) fire codes; and (c) disabled access, including the
Americans with Disabilities Act, 42 USC § 12101 et seq.

6. USE OF AIRPORT
6.1 Ordinance Carrier Privileges

An Ordinance Carrier shall have the privilege, in common with others so authorized by
the Port, to use the Airport in accordance with its Letter of Authorization for the operation of the
Ordinance Carrier's aeronautical business in the manner prescribed by the Port, but strictly
subject to compliance with federal, state and local laws, and the PDX Rules and Port ordinances,
for the sole purpose of providing commercial air transportation. Such use may include the
following purposes:

6.1.1 the operation of an Ordinance Carrier's air transportation business,
including all activities reasonably necessary to such operation;

6.1.2 the landing, taking off, flying over, taxiing, towing, conditioning,
servicing, parking, storage or maintenance of the Ordinance Carrier's aircraft;

6.1.3 the sale, disposition or exchange of the Ordinance Carrier's aircraft,
engines, parts and other equipment, or supplies, and the sale of lubricants or deicing fluid, but
only to: (a) a wholly owned subsidiary company or parent company; (b) for use in aircraft of
others which are being used solely in the operations of the Ordinance Carrier; or (c) another
Ordinance Carrier at the Airport during emergencies or snow events;

6.1.4 the purchasing at the Airport of fuels, lubricants, and any other goods or
services, but only from a person or company operating on the Airport with a current and valid
permit or operating agreement with the Port to conduct such sales or delivery of said goods or
services at the Airport;

6.1.5 the use of the Public Area by the Ordinance Carrier, in common with the
Port, other lessees, licensees and the general public;

6.1.6 the loading and unloading by the Ordinance Carrier of persons and
property by motor vehicles or other means of conveyance, as the Ordinance Carrier may desire
or require in the operation of its air transportation system, at locations designated by the Port;

6.1.7 the installation, maintenance, and operation of such communication,
computer, meteorological and aerial navigation equipment, as may be reasonably necessary for
operation of the Ordinance Carrier's air transportation business; and
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6.1.8 the fee based use of the Port installed system of communication pathways,
network rooms, telecommunication facilities, communication cables and fiber optics, otherwise
known as the communication infrastructure, subject to Port approval of an Ordinance Carrier's
proposed use, and subject to applicable provisions of the Federal Communications Act and
implementing regulations of the Federal Communications Commission.

6.2 Restrictions

The privileges of an Ordinance Carrier are subject to any specific rights, obligations and
restrictions which are specified elsewhere in this Ordinance, including, but not limited to,
Section 5, and the following:

6.2.1 General

The Ordinance Carrier shall not conduct its operation in a manner that deprives
the public or other Ordinance Carrier's using the Airport of their respective permitted use of
Airport property or reasonable use by others of the Public Area.

6.2.2 Communications Equipment

Except as restricted elsewhere in this Ordinance and subject to applicable
provisions of the Federal Communications Act and implementing regulations of the Federal
Communications Commission, the Port shall have the sole right to determine the specifications
for acceptable Wireless Communication Services to be used or installed by an Ordinance Carrier
at the Airport. Ordinance Carriers shall not install any communication equipment without the
prior written authorization of the Port through a Design Review Process in which the Port will
evaluate elements such as the technical specifications, location, configuration, and installation of
the Ordinance Carrier's proposed communications equipment. Subject to applicable provisions
of the Federal Communications Act and implementing regulations of the Federal
Communications Commission, the Ordinance Carrier may be required to immediately remove or
reconfigure any communication equipment or services to eliminate interference with Airport
communications equipment. The Ordinance Carrier will not be required, but is encouraged to
utilize the Port's communication infrastructure.

6.2.3 Use Limited to Air Transportation Activities

In exercising the privileges granted in Section 6.1 and otherwise in this
Ordinance, the Ordinance Carrier shall only perform such functions required for the operation of
its air transportation system. The Ordinance Carrier shall not have the right to conduct any other
business on the Airport without first entering into a separate agreement with the Port to conduct
such business, which agreement may provide for the payment of an additional fee to the Port.

6.2.4 Landing Area Weight Limitations

The Port may prohibit the use of the Landing Area by any aircraft operated or
controlled by the Ordinance Carrier which exceeds the design strength or capability of the
Landing Area, as described in the current Airport Layout Plan, as approved by the FAA, or other
engineering evaluations performed subsequent to said Airport Layout Plan.
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6.2.5 Interference with Airport Systems

The Ordinance Carrier shall not do, nor permit to be done, anything that may
interfere with the effectiveness or accessibility of the drainage, sewerage, water,
communications, or fire protection systems, or any other part of the utility, electrical, wireless, or
other systems installed or located, from time to time, at the Airport. If any such interference
should occur which causes any loss to the Port, the Ordinance Carrier shall be liable to the Port
for any such loss.

6.2.6 Limitations on Distribution of Food and Beverages at Airport

Except for distribution as part of the boarding process inside of the jet bridge, the
Ordinance Carrier shall not provide for the sale or distribution of food and/or beverages at the
Airport, or on any Airport property, either to its employees, passengers, or to the public. Upon
entering into a separate agreement with the Port, the Ordinance Carrier may engage in the sale of
food and/or beverages to passengers and guests in any assigned Private Passenger Lounge at the
Airport. Such agreement shall include a fee to be paid to the Port which shall be not less than the
current concession fee paid by the food and/or beverage Concessionaire(s), and shall be paid in
addition to the Rent for the space occupied by such facility. No fee to the Port will be applicable
to the free distribution of beverages and/or food consumed within any Private Passenger Lounge.
If the Ordinance Carrier is delayed in excess of two (2) hours and there are no concessions or
vendors open for business, the Ordinance Carrier may provide complimentary food and beverage
services. However, if such concessions are offered for purchase, the Ordinance Carrier shall pay
to the Port the same fee that Airport Concessionaires pay, which is currently twelve
percent (12%) for food and nonalcoholic beverage. Notwithstanding the foregoing, the
Ordinance Carrier shall not be required to pay a concession fee to the Port on food or beverages,
including alcoholic beverages, purchased directly from any of the Airport's Terminal
Concessionaires who are already paying the Port a concession fee for those products. The Port
requires verification that the concession fee has been paid to the Port in order for the Ordinance
Carrier to avoid payment of the concession fee. The Ordinance Carrier must obtain a liquor
license and supply a copy of that license to the Port prior to serving alcohol at the Airport.

6.2.7 Limitations on Ground Transportation Services

An Ordinance Carrier shall not operate, provide, or contract with another person
or company to operate or provide any form of ground transportation service for the transportation
of persons to, from, or at the Airport, unless said service provider has first obtained a Port
Ground Transportation Permit and has entered into an operating agreement with the Port.

6.2.8 Limitations on Goods, Services and Subcontracting

An Ordinance Carrier shall not enter into any agreement with any Concessionaire,
vendor, or other provider(s) of goods and services ("Subcontractor") that does not have a current
permit or operating agreement with the Port to deliver such goods and services at the Airport.

7. TERMINAL AND OPERATIONS SPACE

A passenger Ordinance Carrier must have authorization to use and must accept assignment of
Terminal space and other facilities sufficient for ticketing and handling of the Ordinance
Carrier's passengers and baggage, and all other space and facilities necessary to amply
accommodate the Ordinance Carrier's and Subcontractor's operations without impeding other
Airport or Air Carrier operations.
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8. SERVICING OF AIRCRAFT

Subject to the limitation and requirements of Section 10, an Ordinance Carrier may perform
reasonable and customary fueling, servicing, and routine maintenance of its aircraft (excluding
engine run-ups which must be performed in the Ground Run-up Enclosure (GRE)), while the
aircraft is parked on the Aircraft Apron, provided said activities do not interfere with Airport
operations or the movement of passengers, cargo, or other aircraft. If, during such fueling,
servicing, or routine maintenance, the Port requires access to the Gate Position due to an
emergency or for temporary access by another Air Carrier, the Ordinance Carrier must remove
its aircraft from the Gate Position within forty-five (45) minutes of notification by the Port. If,
upon notification, the Ordinance Carrier fails or elects not to remove an aircraft, the Port may
remove the aircraft pursuant to the provisions of Section 11. In the event the Ordinance Carrier
needs to perform Major Alterations or Repairs as defined in 14 CFR Part 43, Appendix A, the
Ordinance Carrier shall move the impacted aircraft to a Port designated maintenance area to
perform this work.

9. GROUND RUN-UP ENCLOSURE

To mitigate the risks and dangers inherent during use of the GRE, the Ordinance Carrier shall
ensure that its employees, agents, and contractors are trained in and comply with the GRE
Operating Guidelines, which are available upon request from the Port. The Ordinance Carrier
shall assume all risk of liability associated with engine damage caused by use of the GRE, and
shall hold the Port harmless from any and all liability, actions, damages, judgments, executions,
costs, loss of services, expenses, compensation, and any and all claims of damages which it may
have against the Port, relating to such engine damage. The Ordinance Carrier waives any claims
by the Ordinance Carrier against the Port and assumes all risk on behalf of the Ordinance
Carrier, its successors and assigns, for any and all known and unknown risks of engine damage
associated with the use of the GRE.

10. PARKING/STORAGE OF AIRCRAFT; GROUND SUPPORT EQUIPMENT;
LIMITATIONS

Parking or storage of aircraft or ground support equipment at a Gate Position or at an Aircraft
Apron that in any way interferes with Airport operations, including the movement of passengers,
cargo, or other aircraft, is prohibited. The Ordinance Carrier must remove aircraft or ground
support equipment within forty-five (45) minutes of notification by the Port if: (a) an emergency
exists requiring removal of said aircraft or ground support equipment; (b) said aircraft or ground
support equipment is interfering with Airport operations or the movement of passengers, cargo,
or other aircraft; or (c) the Gate Position or Aircraft Apron is required for temporary access by
another Air Carrier.

11. REMOVAL OF AIRCRAFT

As soon as allowed by the appropriate authorities, the Ordinance Carrier shall remove any
disabled aircraft from any parts of the Airport, including, without limitation, runways, taxiways,
aprons and the Aircraft Apron, and shall place any such disabled aircraft only in such storage
areas as may be designated by the Port, in accordance with the Port's terms and conditions for
storage. In the event the Ordinance Carrier fails to move any aircraft, as required in Sections 8,
10, or this Section 11, the Port may, but shall not be obligated to cause the removal of such
disabled aircraft after first informing the Ordinance Carrier of the Port's intent to remove such
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aircraft. The Ordinance Carrier shall reimburse the Port for all of the Port's costs of such
removal and releases the Port and any Port contractor from any and all claims for damage to the
aircraft or otherwise arising from, or in any way connected with, such removal, except for the
Port's or the Port's contractor's willful misconduct.

12. NO LIENS

The Ordinance Carrier shall keep the Airport free and clear of all liens and encumbrances arising
out of the Ordinance Carrier's use of the Airport and shall pay, when due, all sums for labor,
services, materials, supplies, utilities, furnishings, machinery, or equipment which have been
provided to or on behalf of the Ordinance Carrier in connection with its operations at the Airport.
The Ordinance Carrier shall fully indemnify and defend the Port in connection with any such
liens filed by reason of any work, labor, services, or materials done for, or supplied to, or
claimed to have been done for or supplied to, the Ordinance Carrier or its express or implied
agents with respect to an Assigned Space or its use of the Airport. If any lien is filed against any
portion of the Airport, the Ordinance Carrier shall immediately cause the lien to be discharged
and shall immediately pay any judgment rendered with all resulting costs and charges, including
any lien released and any judgment satisfied.

13. MAINTENANCE AND OPERATION OF AIRPORT
13.1 General Maintenance Requirements

The Ordinance Carrier will conduct its business activities at the Airport in a neat, orderly,
sanitary manner and shall provide custodial services in accordance with Port requirements.
Should the Port determine that the Ordinance Carrier has failed to meet maintenance
requirements; the Port shall give the Ordinance Carrier seven (7) calendar days written notice of
its intent to perform the maintenance work. If the Ordinance Carrier has not completed the
required maintenance within that timeframe, the Port may perform the maintenance and charge
the Ordinance Carrier for the cost incurred for this work.

13.2 Waste Disposal, Recycling, including Food Waste

An Ordinance Carrier shall, at its own expense, remove all waste, garbage and rubbish
from its Assigned Space, to a location designated by the Port, and will not deposit waste, garbage
and rubbish on any part of the Airport, except in that designated trash disposal and recycling
area. An Ordinance Carrier shall participate in the Port's recycling program to minimize waste,
and shall participate in the recycling efforts of the Port, city, state and federal entities to the
extent applicable to the Ordinance Carrier operations.

13.3 Aircraft Apron

The Ordinance Carrier shall keep the portion of the Aircraft Apron used by the Ordinance
Carrier free of fuel, oil, other fluids, debris, and non-operational equipment at all times, at its
sole cost and expense. If an Ordinance Carrier, or its agents, employees, or contractors should,
in any manner, discharge fuel, oil, any petroleum products, or any Hazardous Substance upon the
Aircraft Apron and Airfield, the Ordinance Carrier shall cause the prompt removal of such
products, in accordance with the provisions of Section 19.6 and shall hold the Port harmless from
any loss or liability resulting therefrom. An Ordinance Carrier's environmental obligations are
set forth in more detail in Section 19.
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14. RENTS
14.1 Ordinance Carrier's Financial Responsibility

An Ordinance Carrier shall be responsible for the payment of all Landing Fees, Terminal
Rent and all other fees and charges owed to the Port in accordance with this Ordinance on
account of the Ordinance Carrier's operations at and use of the Airport.

14.2 Landing Fees
14.2.1 Amount of Landing Fees

An Ordinance Carrier shall pay Landing Fees. Landing Fees shall equal the
product of the Landing Fee rate and the Ordinance Carrier's Landed Weight. The Landing Fee
rate shall be calculated as follows: The Airfield Net Requirement, without any reduction for
Revenue Sharing or increase on account of any Risk Mitigation Program, shall be allocated
between Signatory and Ordinance Carriers based on Landed Weight, with total Ordinance
Carrier Landed Weight increased by twenty-five percent (25%). The Landing Fee rate to be paid
by Ordinance Carriers shall be the allocated Ordinance Carrier Net Requirement divided by total
Ordinance Carrier Landed Weight, and shall be adjusted as provided in Section 15.2.

14.2.2 Reporting of Landing Fees

The Ordinance Carrier shall remit payment for Landing Fees and report the basis
for its calculation of the Landing Fees (including its monthly Landed Weight) on the form
described in Section 14.15. The Port may use other reasonable systems or procedures to
determine usage to generate invoices for Ordinance Carrier Landing Fees.

14.3 Exemptions
No Landing Fee shall be imposed pursuant to Section 14.2.1 on the following Landings:
14.3.1 Emergency or Precautionary Landings

Landing of an aircraft which departs from the Airport for another destination and
is forced to return and land at the Airport because of meteorological conditions, mechanical or
operating causes, or for any similar emergency or precautionary reason.

14.3.2 Government Aircraft

Landing by a Government Aircraft, unless the Landing Fee is permitted by
applicable United States law and is imposed pursuant to a written agreement between the Port
and the United States government or an agency thereof.

14.3.3 Test Flights

Landing by any aircraft engaged in a non-revenue producing test flight approved
by the Executive Director that is necessary to meet operational, safety or FAA requirements.

14.4 Fuel Flowage Fees

The Port may establish and charge Ordinance Carriers a fuel flowage fee based on a
reasonable and non-discriminatory rate setting methodology.
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14.5 Aircraft Parking Fees

An Ordinance Carrier shall pay aircraft parking fees for any aircraft parked on the ramp
in excess of two (2) hours. The aircraft parking rates shall be twenty-five percent (25%) of the
then current Landing Fee to be paid by Ordinance Carriers for such aircraft. In order to allow the
Port to calculate the applicable parking fees, the Ordinance Carrier shall provide the Port with
information as required by Section 14.15. The Port, however, may use other reasonable systems
or procedures to determine usage and to bill the Ordinance Carrier for its use of aircraft parking
areas.

14.6 Baggage Make up Fees
14.6.1 Baggage Make-up Areas:

An Ordinance Carrier shall pay a fee for use of the Baggage Make-up Areas. This
fee shall be a per bag fee and shall be paid in two parts:

(a) A per bag space fee shall be paid to the Port. This per bag space fee shall
be based upon the share of the Terminal Net Requirement allocated to Baggage Make-up Areas,
without any reduction for Revenue Sharing or increase on account of any Risk Mitigation
Program, and shall be adjusted as provided in Section 15.2. The per bag space fee shall be
calculated as the allocated Terminal Net Requirement divided by the total number of bags to be
made-up in the Baggage Make-up Areas, plus twenty-five percent (25%).

(b) A per bag equipment fee shall be paid either to the Port or, at the Port's
direction, to a Baggage Consortium. Any Baggage Consortium per bag equipment fee charged
to an Ordinance Carrier shall be not more than twenty-five percent (25%) higher than the
Baggage Consortium fee charged to Air Carriers that are members of such Baggage Consortium.

14.7 Baggage Claim Area
14.7.1 Baggage Claim Rent Allocation

The Port shall invoice an Ordinance Carrier monthly for the Ordinance Carrier's
share of Rent for the Baggage Claim Area. Rent for the Baggage Claim Area shall be based
upon each Ordinance Carrier's allocated share of the Terminal Net Requirement, without any
reduction for Revenue Sharing or increase on account of any Risk Mitigation Program, and shall
be adjusted as provided in Section 15.2. Each Ordinance Carrier's share of the Rent for the
Baggage Claim Area shall be calculated as follows: (a) ten percent (10%) of the total amount
calculated for the Baggage Claim Area shall be divided equally among all Air Carriers, except
those qualifying as exempt under Section 14.7.3; and (b) ninety percent (90%) of the total
amount calculated for the Baggage Claim Area shall be prorated among all Air Carriers using the
Baggage Claim Area, based upon the actual number of outbound bags that enter the baggage
handling system. Both components (a) and (b) shall be increased by twenty-five percent (25%)
to arrive at the Ordinance Carrier's share of the Rent for the Baggage Claim Area.

14.7.2 Reporting Baggage Claim Use

In order for the Port to calculate the Ordinance Carrier's invoice for use of the
Baggage Claim Area, the Ordinance Carrier shall provide the Port with information as required
in Section 14.15. The Port may use other systems or procedures to determine usage and to bill
the Ordinance Carrier for its use of the Baggage Claim Area.
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14.7.3 Air Carriers Exempt from Baggage Claim Ten Percent (10%)
Component

An Air Carrier shall be exempt from Section 14.7.1(a) if: (a) the only aircraft
used by the Ordinance Carrier at the Airport has less than a twenty (20) seat capacity; (b) the
Ordinance Carrier provides service to Airport only on an occasional, unscheduled basis; or (c)
the Air Carrier is an Affiliate.

14.8 Non-Preferential Ground Load Holdrooms
14.8.1 Holdrooms

The Port shall invoice an Ordinance Carrier monthly for the Ordinance Carrier's
share of Rent for Non-Preferential Ground Load Holdrooms. Rent for Non-Preferential Ground
Load Holdrooms shall be based upon the Ordinance Carrier’s allocated share of the Terminal Net
Requirement, without any reduction for Revenue Sharing or increase on account of any Risk
Mitigation Program, and shall be adjusted as provided in Section 15.2. Each Ordinance Carrier's
share of the Rent for Non-Preferential Ground Load Holdrooms shall be calculated as follows:
the Ordinance Carrier's percentage of the total Enplaned Passengers among all the Air Carriers
using Non-Preferential Ground Load Holdrooms, multiplied by the product of the amount of
holdroom space and the applicable holdroom rate, plus twenty-five percent (25%). In order to
allow the Port to calculate the Ordinance Carrier's share, the Ordinance Carrier shall provide the
Port with information as required by Section 14.15. The Port, however, may use other
reasonable systems or procedures to determine usage and to bill the Ordinance Carrier for its use
of Non-Preferential Ground Load Holdrooms.

14.8.2 Aprons

The Port shall also invoice an Ordinance Carrier monthly for its share of the Rent
for Aircraft Aprons associated with Non-Preferential Ground Load Holdrooms. An Ordinance
Carrier's share of the Rent for such Aprons shall be calculated as follows: the Ordinance Carrier's
percentage of the total Enplaned Passengers among all the Air Carriers using such Aprons
associated with Non-Preferential Ground Load Holdrooms, multiplied by the monthly apron rate
set by the Port, plus twenty-five percent (25%). In order to allow the Port to calculate the
Ordinance Carrier's share, the Ordinance Carrier shall provide the Port with information as
required by Section 14.15. The Port, however, may use other reasonable systems or procedures
to determine usage and to bill the Ordinance Carrier for its use of Aircraft Aprons associated
with Non-Preferential Ground Load Holdroom:s.

14.9 Common Use

Rent to be paid by Ordinance Carriers for use of Common Use Space shall be based on
the share of the Terminal Net Requirement, without any reduction for Revenue Sharing or
increase on account of any Risk Mitigation Program, that is allocated by the Port to each type of
Common Use Space. An Ordinance Carrier's share of such Rent shall be calculated as follows:

14.9.1 Common Use Ticket Counters

An Ordinance Carrier shall pay for the use of Common Use Ticket Counters at
rates based on the average daily cost of such Ticket Counters, plus twenty-five percent (25%).
The rate shall be calculated assuming six (6) hourly uses daily and shall be charged on an hourly
basis.
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14.9.2 Common Use Ticket Office

An Ordinance Carrier shall pay for the use of Common Use Ticket Office space
on a month-to-month basis at rates based on the average square foot cost of such Office space,
plus twenty-five percent (25%). This rate shall be adjusted as provided in Section 15.2.

14.9.3 Common Use Gates

An Ordinance Carrier shall pay for the use of Common Use Gates at rates based
on the average cost of gates needed for flights not handled at gates leased to Signatory Carriers.
These rates shall include a per turn fee for active use of the gate and a fee for remaining at the
gate overnight. The Port, in its sole discretion, shall determine the number of gates reasonably
required to handle these flights and at least annually will review the number of Common Use
Gates. The rates shall be based on the average holdroom cost to be recovered through Common
Use Gate fees. The following separately-determined charges will be added to the holdroom cost
to determine the total charges to be recovered from the users of Common Use Gates: (a) Apron
Fees associated with the Common Use Gates; (b)equipment Rent for loading bridges at
Common Use Gates; and (c) any Common Use Equipment fees, all as established by the Port.
The total of these charges shall be reduced by the fees for remaining at Common Use Gates
overnight. The remainder shall be divided by the number of flights scheduled at Common Use
Gates and shall then be increased by twenty-five percent (25%) to establish the rate for active use
of Common Use Gates.

14.9.4 Common Use Kiosks

An Ordinance Carrier shall pay for the use of Common Use Kiosks on a
month-to-month basis. The fee for each Kiosk shall be calculated as follows: the total number
of Common Use Kiosks times nine (9) square feet, times the average square foot cost of such
area, divided by the number of Air Carriers using Common Use Kiosks, divided by twelve (12),
plus twenty-five percent (25%).

14.10 Month-to-Month Space

An Ordinance Carrier shall pay for the use of any other space that it is authorized to use
on a month-to-month basis. Rent for the use of such space shall be based on the Ordinance
Carrier's share of the Terminal Net Requirement, without any reduction for Revenue Sharing or
increase on account of any Risk Mitigation Program, that is allocated by the Port to each type of
space assigned to the Ordinance Carrier on a month-to-month basis. The fee for the use of such
space shall be calculated as the product of the square footage of each such space and the
applicable rate for space of that type, plus twenty-five percent (25%), and shall be adjusted as
provided in Section 15.2.

14.11 IAF Rent Allocation

The Port shall invoice the Ordinance Carrier monthly for the Ordinance Carrier's share of
Rent for the IAF. Rent for the IAF shall be calculated as the product of the applicable Terminal
Rent rate for each type of space in the IAF, without any reduction for Revenue Sharing or
increase on account of any Risk Mitigation Program, and the amount of each type of space, and
shall be adjusted as provided in Section 15.2. An Ordinance Carrier's share shall be calculated as
follows: the Ordinance Carrier's percentage of the Deplaned Passengers using the IAF among all
Deplaned Passengers using the IAF for all Air Carriers, multiplied by the Rent rate for the IAF,
plus twenty-five percent (25%). The amount of space for the IAF and the related Baggage Claim
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Area is calculated as follows: (a)if more than 100,000 and less than 300,000 Deplaned
Passengers use the IAF in a Fiscal Year, the IAF space and the related Baggage Claim Area shall
be reduced two-thirds (2/3); (b) if more than 300,000 and less than 500,000 Deplaned Passengers
use the IAF in a Fiscal Year, the IAF space and the related Baggage Claim Area shall be reduced
one-third (1/3); (c) if more than 500,000 Deplaned Passengers use the IAF in a Fiscal Year, the
IAF space and the related Baggage Claim Area shall not be reduced; (d) if less than 100,000
Deplaned Passengers use the IAF in a Fiscal Year, the IAF space and the related Baggage Claim
Area shall be reduced one hundred percent (100%) and Ordinance Carriers shall pay for use of
the IAF as provided in Section 14.11.2. Ordinance Carriers shall pay for the related Baggage
Claim Area as provided in Section 14.7.

14.11.1 Reporting IAF Use

In order to allow the Port to calculate the Ordinance Carrier's invoice for IAF use,
the Ordinance Carrier shall provide the Port with information as required by Section 14.15. The
Port, however, may use other reasonable systems or procedures to determine usage and to bill the
Ordinance Carrier for its use of the IAF.

14.11.2 TAF Rate for Reduced IAF Usage

If the total number of Deplaned Passengers using the IAF in a Fiscal Year is less
than 100,000, Ordinance Carriers shall pay IAF Fees equal to the IAF Rate multiplied by the
number of its Deplaned Passengers using the IAF for that Fiscal Year, plus twenty-five percent
(25%). As of the Effective Date, the IAF Rate is FIVE DOLLARS AND NO CENTS ($5.00),
per passenger, and will increase by three percent (3%) as of July 1 of each Fiscal Year beginning
July 1, 2011.

14.12 Other Charges
14.12.1 Taxes

The Ordinance Carrier shall pay when due all taxes, assessments, user fees, and
other charges, however named, which after the Effective Date may become a lien, or which may
be levied by the state, county, city, district or any other body upon any interest of the Ordinance
Carrier acquired pursuant to this Ordinance, or any possessory right which the Ordinance Carrier
may have in, or to the Assigned Space or the improvements thereon by reason of its use thereof,
as well as all taxes, assessments, user fees or other charges on all property, real or personal,
owned by the Ordinance Carrier in or about the Airport (collectively, "Taxes"), together with any
other charge levied wholly or partly in lieu thereof. If available by law, rule or order of the
taxing authority, the Ordinance Carrier may, but only with the Port's prior written consent, make
payments in installments, as allowed by Multnomah County. To the extent that the Ordinance
Carrier qualifies for tax exempt status, the Ordinance Carrier may apply for such exemption;
however, unless an exemption is obtained, the Ordinance Carrier shall pay all Taxes due under
this Section. The Ordinance Carrier may contest the validity of an assessment against the
Assigned Space so long as the Ordinance Carrier deposits with an escrow agent approved by the
Port, with irrevocable instructions to pay such funds to the taxing authority upon written
instruction from the Port, sufficient funds to satisfy any amount determined to be owing at the
conclusion of the proceeding to contest the assessment. In the event that the Ordinance Carrier
fails to pay Taxes on or before their due date, then, the Port may, but shall not be obligated, to
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pay the Taxes and any interest and penalties due thereon, with notice to the Ordinance Carrier,
and the Ordinance Carrier shall promptly reimburse the Port for any sums so paid.

14.12.2 Other Taxes, Assessments, and Licenses

The Ordinance Carrier shall, at its own expense, obtain all permits, licenses,
approvals and certificates and pay all Taxes, assessments, fees and charges owed by the
Ordinance Carrier, as required by any regulation, or any law of the City of Portland, County of
Multnomah, State of Oregon, the United States, or other governmental body with regard to the
business to be conducted by the Ordinance Carrier at the Airport pursuant to the terms of this
Ordinance. The Ordinance Carrier may, however, at its own risk, cost, and expense, and at no
cost to the Port, contest by appropriate judicial or administrative proceedings, the applicability or
amounts of any such Taxes, assessments, fees and charges.

14.12.3 Payment Due Dates

The Ordinance Carrier shall pay for Month-to-Month Space in advance on or
before the first (1st) day of each calendar month. The Ordinance Carrier shall pay its charges for
Landing Fees and IAF Fees within thirty (30) calendar days following the last day of each
calendar month, without demand or invoice. The Ordinance Carrier's aircraft parking fees,
Baggage Make-up Area fees, Baggage Claim Area fees; Non-Preferential Ground Load
Holdroom and Aircraft Apron rentals, Common Use Space rentals, and all other charges
permitted hereunder shall be due within thirty (30) calendar days of the Port's invoice therefore.
Payment of Rent and other amounts due under this Ordinance shall be made without offset,
abatement or deduction, to the Port at the address set forth in Section 25, or such other place as
the Port may designate.

14.12.4 Place of Payment

All payments required of the Ordinance Carrier by any section of this Ordinance
shall be made to the following address:

Port of Portland
P.O. Box 5095
Portland, Oregon 97208-5095

or to such other address as the Port may substitute therefor, in accordance with the requirements
of Section 25. The Port may designate in writing account(s) of the Port where payments can be
made by direct deposit or wire transfer.

14.13 Delinquency Charge

All Rent and other amounts not paid when due shall bear a delinquency charge of
eighteen percent (18%) per annum ("Delinquency Charge"), or the maximum rate of interest
allowed by law, whichever is less, from the date such Rent or other amount is due until paid in
full. The Delinquency Charge is subject to periodic change by the Port. Imposition of a
Delinquency Charge shall not constitute a waiver of any other remedies available to the Port for
the Ordinance Carrier's failure to timely pay Rent or any other amounts.
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14.14 Returned Checks

If the Ordinance Carrier's check for payment of Rent, or any other amount due under this
Ordinance, is returned to the Port for any reason, the payment shall be considered not to have
been made and shall be delinquent. In addition to the Delinquency Charge, the Port may charge
the Ordinance Carrier a returned check fee of ONE HUNDRED FIFTY DOLLARS AND NO
CENTS ($150.00) per returned check, for the additional administrative time and expense
incurred by the Port. The Delinquency Charge shall continue to accrue until the returned check
fee is paid, the check can be cashed, and the Port receives all funds due.

14.15 Reports to be Supplied by Ordinance Carrier

Not later than five (5) Business Days after the end of each month, the Ordinance Carrier
shall file with the Port separate reports, on form(s) provided by the Port or forms approved and
accepted by the Port: (a) for activity (including number of Enplaned and Deplaned Passengers)
conducted by the Ordinance Carrier during said month at the Airport; (b) for any aircraft flights,
scheduled or non-scheduled, handled by the Ordinance Carrier for other aircraft operators not
having an agreement with the Port; and (c) for outbound baggage counts that enter the baggage
handling system (collectively, "Monthly Reports"). Ordinance Carriers may submit Monthly
Reports electronically or in hard copy. The Port may elect to calculate Rent from information
generated from sources other than the Monthly Report.

14.16 Invoices; Ordinance Carrier Failure to Report

In the event the Ordinance Carrier fails to submit the Monthly Report required by
Section 14.15 when due, the Port shall base its invoice for Rent upon the most recent data
transmitted by the Ordinance Carrier to the Port, with such charges to be adjusted as necessary
on the next succeeding payment date. If statistical data to be submitted by the Ordinance Carrier
continues to be unavailable in the next succeeding month, the Port may develop estimates as to
the Ordinance Carrier's monthly activity at one hundred twenty percent (120%) of the Ordinance
Carrier's highest monthly activity level during the preceding six (6) months for use in the
calculation of Rent until such time as actual data is available, at which time the Ordinance
Carrier shall pay any additional amount due within thirty (30) calendar days of the date of the
Port's issuance of its billing. In the event said actual data establishes that the Ordinance Carrier
has been overcharged as a result of the estimate, then the Ordinance Carrier shall be entitled to
an offsetting credit for any future amounts due for the Rent.

14.17 Acceptance of Payment Is No Waiver

The Port's acceptance of any Air Carrier payment shall not preclude the Port from
verifying the accuracy of the Monthly Reports on which Rent is based, and shall not be
construed as a waiver of any balance which may be due from the Ordinance Carrier. In the event
any such balance is found to be due from the Ordinance Carrier as the result of an audit pursuant
to Section 14.19, interest shall accrue thereon from the date the payment was originally due, at
the Delinquency Charge.

14.18 Late Monthly Reports

The Port incurs additional administrative expense if the Ordinance Carrier's Monthly
Reports, as described in Section 14.15, are not completed and received by the due date of each
Report. To compensate the Port for this administrative expense, the Ordinance Carrier shall pay
the Port TWO HUNDRED FIFTY DOLLARS AND NO CENTS ($250.00) per month, as a
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reasonable fee to compensate the Port for its additional administrative costs, for each Monthly
Report which is not complete and received by its due date. Said TWO HUNDRED FIFTY
DOLLARS AND NO CENTS ($250.00) payment shall be paid within thirty (30) calendar days
of the Port's invoice.

14.19 Audit of Ordinance Carrier Records

The Ordinance Carrier shall maintain for a period of at least six (6) years its books,
records, ledgers, accounts or other records ("Records") containing entries as are relevant to the
determination and verification of any Rents, fees or charges under this Ordinance. All Records
shall be kept in accordance with generally accepted accounting principles, consistently applied,
showing in detail all business done or transacted in, on, about, from or pertaining to the Airport
sufficient to permit the Port to calculate and verify the fees and charges due under this
Ordinance. The Port may conduct an audit, examination, or inspection of the Ordinance Carrier's
original Records and computerized systems relating to the Ordinance Carrier's operations in
order to determine the accuracy of the fees and charges paid by the Ordinance Carrier to the Port.
In connection with this audit the Ordinance Carrier shall accommodate the Port's representatives
by providing adequate workspace (including electrical outlets and phone access), and to the
extent available, photocopiers, fax machines and similar office equipment, and shall make
employees with knowledge of the Records available to support the audit. The Ordinance Carrier
shall, if requested, freely lend assistance in making such audit, examination or inspection; and, if
such Records are maintained in electronic and other machine readable format, shall provide the
Port and/or its representatives such assistance as may be required to allow complete access to
such Records within fifteen (15) Business Days from the original request. If the Ordinance
Carrier does not make the Records available within fifteen (15) Business Days, a charge of ONE
HUNDRED DOLLARS AND NO CENTS ($100.00) per day, to cover the Port's administrative
expenses of enforcing compliance with this Section, for each day the Records are late, will
accrue and be due and payable to the Port. If the Ordinance Carrier's Records have been
generated from computerized data, the Ordinance Carrier shall provide the Port's representative
with extracts of data files in a computer readable format on data disks, e-mail with attached files
or suitable alternative computer data exchange formats. If such Records are maintained outside
the City of Portland, Oregon, the Ordinance Carrier shall make provisions to transfer the
documents to Portland, but if the Ordinance Carrier fails to provide all required documentation to
a location within Portland, Oregon, the Ordinance Carrier shall, subject to the limitation below,
reimburse the Port for travel expenses incurred to send representatives to the location at which
the Records are maintained. Such expenses will include transportation, lodging, food and out of
pocket expenses for travel to and from Portland, Oregon. If the result of any audit reveals any
discrepancy of more than three percent (3%), an adjustment will be made in accordance with the
Annual Audit process set forth in Section 15.2. The Port's right to inspect and audit the
Ordinance Carrier Records shall survive the term of the Ordinance Carrier’s Letter of
Authorization to operate at the Airport.

15.  ADJUSTMENTS TO RENT
15.1 Annual and Periodic Rent Adjustments

Rent rates shall be reviewed annually, in conjunction with the Port's budgeting process,
and may be adjusted effective on July 1 of each Fiscal Year. Such adjustments may be made at
any time that unaudited monthly Airport financial data indicates that total Rent payable pursuant
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to the then current rate schedule is estimated and anticipated by the Port to produce higher or
lower Revenues than would be received if rates for Rent were based upon more current
information. The Port will provide an adjusted rate schedule to the Ordinance Carrier at each
adjustment.

15.2 Final Adjustment of Rates after Annual Audit of Port Records

Within one hundred twenty (120) calendar days following the close of each Fiscal Year,
or as soon as audited financial data for said Fiscal Year is available, rates for Rent for the
preceding Fiscal Year shall be recalculated using audited financial data and the methods set forth
in Section 14. Any difference(s) between the Rent that would have been paid by the Ordinance
Carrier using said recalculated rates shall be applied as year-end adjustments to the Airport
accounts. Said adjustments shall be applied to the particular Rent for which a difference(s) in
rates resulted in overpayment or underpayment of Rent. Any underpayment shall be invoiced by
the Port and paid by the Ordinance Carrier within thirty (30) calendar days following the
issuance of said invoice. Subject to the provisions of Section 15.5, any overpayment shall be
refunded to the Ordinance Carrier within thirty (30) calendar days of its determination.

15.3 Time Limit on Reconciliation

The Ordinance Carrier shall not seek a reconciliation reimbursement from the Port for
any error in Landing Fees or Terminal Rents discovered more than six (6) months after the final
adjustment of Landing Fees and Terminal Rents is issued as provided in Section 15.2.

15.4 Continuation of Unadjusted Rates

If adjustment of Rent is not completed by the Port on or prior to the end of any Fiscal
Year, Rent then in existence shall continue to be paid by the Ordinance Carrier until adjustment
is concluded. At the time such adjustment is concluded, appropriate payments by the Ordinance
Carrier, or credits to the Ordinance Carrier, shall be made to adjust Rent paid to date in said
Fiscal Year to the amounts that would have been paid had the new Rent rates been effective at
the beginning of said Fiscal Year.

15.5 Refunds and Payments to the Ordinance Carrier
15.5.1 Source of Funds

Any cash payment of any amounts due to the Ordinance Carrier pursuant to this
Ordinance shall be payable only from funds in or available for deposit in, the Airport General
Account.

15.5.2 Offset for Amount Owed to the Port

Any refund or payment to the Ordinance Carrier pursuant to this Ordinance shall
be retained by the Port for offset if the Ordinance Carrier is not current on payment of all Rent
due to the Port. The set off amounts shall be applied as determined by the Port in its sole
discretion and may be applied to pay any amounts, including amounts that became due prior to
the commencement of bankruptcy by the Ordinance Carrier.

15.6 Calculation Methodology

The Port shall calculate Ordinance Carrier rates in a manner that: (a) is consistent with
this Ordinance; (b) shall not render taxable any federally tax exempt revenue bonds issued to
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finance Airport construction; and (c) shall be consistent with federal law and applicable federal
policy statements with respect to rates and charges.

16. PASSENGER CHARGES
16.1 Passenger Facility Charges

The Port imposes PFCs in accordance with 49 USC § 40117 and applicable
implementing regulations adopted by the FAA, 14 CFR 158, as they may be amended from time
to time. The Ordinance Carrier acknowledges that the PFCs are Port revenue and that the
Ordinance Carrier has no property interest in these funds, with the exception of the amounts the
Ordinance Carrier may withhold constituting "Collection Compensation" as that term is defined
under 14 CFR 158.53.

16.2 Miscellaneous Charge to Passengers

The Port may charge passengers and other members of the general public any other fees
it deems reasonable for use of Airport facilities.

17. INDEMNIFICATION AND INSURANCE
17.1 Indemnification

To the full extent permitted by applicable law, and subject to the provision for waiver of
subrogation set forth in Section 17.5, the Ordinance Carrier shall indemnify, defend and hold
harmless the Port, its commissioners, directors, officers and employees (collectively, the
"Indemnified Parties"), individually or collectively, from and against any and all claims, actions,
damages, loss and liability, including environmental claims and costs, together with all
reasonable expenses incidental to the investigation and defense thereof claimed by the Port or by
any other party by reason of injury or damage to persons or property to the extent arising from an
act, omission or any negligence of the Ordinance Carrier, its officers or employees, subtenants,
contractors, subcontractors, or by anyone acting under the Ordinance Carrier's direct control,
arising out of the Ordinance Carrier's use of any part of the Airport. The Ordinance Carrier shall
also indemnify, defend and hold harmless, the Indemnified Parties, individually or collectively,
from and against any and all claims, actions, damages, loss and liability, together with all
reasonable expenses incidental to the investigation and defense thereof, in any way arising from
or based upon the violation of any federal, state, or municipal laws, statutes, ordinances, or
regulations, including applicable Environmental Laws, by the Ordinance Carrier, its officers or
employees, subtenants, contractors, subcontractors or by anyone under the Ordinance Carrier's
direct control arising out of the Ordinance Carrier's use of any part of the Airport.

17.2 Ordinance Carrier Insurance

The Ordinance Carrier shall maintain commercial insurance, self-insurance, or a
combination thereof as set forth below to cover its operations and indemnity obligations under
this Ordinance. Insurance types and amounts stated below are minimum requirements only and
shall not limit the Ordinance Carrier's liability or indemnity obligations under the Ordinance.
The Ordinance Carrier shall continuously maintain the following policies of insurance, without
interruption, for so long as the Ordinance Carrier uses or occupies the Airport in any way:
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17.2.1 Aviation and Premises Operations Liability Insurance

The Ordinance Carrier shall maintain aviation and premises operations liability
insurance for the protection of the Ordinance Carrier and the Port, its commissioners, directors,
officers, agents, and employees for claims arising out of the Ordinance Carrier's operation at the
Airport. Such insurance shall include coverage for bodily injury, death, property damage,
including loss of use thereof, personal injury, contractual liability, fire legal and products and
completed operations. Coverage shall be written on an occurrence form with a single limit in no
less than the following amounts:

17.2.1.1 Ordinance Carriers classified as a "Regional/Commuter
Ordinance Carrier" by the FAA shall carry insurance in the amount of ONE HUNDRED
MILLION DOLLARS AND NO CENTS ($100,000,000.00) each occurrence and in the annual
aggregate, to the extent an annual aggregate is typical in the market, with respect to personal
injury and products and completed operations. Ordinance Carriers not classified as regional
commuters shall carry insurance in the amount of TWO HUNDRED MILLION DOLLARS
AND NO CENTS ($200,000,000.00) each occurrence and in the annual aggregate, to the extent
an annual aggregate is typical in the market, with respect to personal injury and products and
completed operations.

17.2.1.2 Such insurance shall name the Port, its commissioners,
directors, officers, agents and employees as additional insureds to the extent of the Ordinance
Carrier's insurable indemnity obligations hereunder, with the stipulation that this insurance, as
to the interest of the Port only, shall not be invalidated by any act, or omission by the Ordinance
Carrier. The coverage shall be primary coverage and any other insurance carried by the Port is
excess.

17.2.2 Automobile Liability Insurance

The Ordinance Carrier shall maintain automobile liability insurance in the amount
of FIVE MILLION DOLLARS AND NO CENTS ($5,000,000.00) each occurrence for the
protection of the Ordinance Carrier and the Port, its commissioners, directors, officers, agents,
and employees. Such insurance shall include coverage for claims arising out of the Ordinance
Carrier's use of any owned or non-owned automobile at the Airport.

17.2.2.1 The Ordinance Carrier may self-insure the automobile liability
if the Ordinance Carrier has been approved as self—insured under Oregon law and complies with
all state requirements.

17.2.2.2 If the Ordinance Carrier violates any aspect of its
responsibilities as a self insurer, the Port reserves the right to, and may, in its sole discretion,
immediately rescind acceptance of such self-insurance.

17.2.3 Workers' Compensation Insurance

The Ordinance Carrier shall also maintain in force workers' compensation
insurance, to the extent required by Oregon law, and coverage for "Employer's Liability" in the
minimum amount of ONE MILLION DOLLARS AND NO CENTS ($1,000,000.00).

17.2.4 Property Insurance

The Ordinance Carrier shall provide property insurance, or be allowed to
self-insure, in an amount adequate to repair or replace its improvements and betterments in the
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Assigned Space and other Port facilities used by the Ordinance Carrier on a temporary basis, and
the Ordinance Carrier's Personal Property anywhere on the Airport. Any self-insurance shall
conform at least to the terms and conditions of standard commercial property "all risk" insurance.

17.2.5 Review of Insurance Coverage

The aforesaid types and amounts of insurance shall be reviewed from time to time
by the Port and may be adjusted by the Port.

17.2.6 Certificate of Insurance

Ordinance Carrier shall furnish the Port a certificate(s) of insurance as evidence
that the required amounts and types of such insurance are in force, including a copy of the
additional insured requirement as stated in Section 17.2.1.2. Said policies shall be in a form,
content, and for a term customary for Air Carriers with business operations substantially similar
to those of Ordinance Carrier. The certificate(s) shall provide for thirty (30) calendar days
written notice to the Port prior to the cancellation of, or any material change in, such policies.

17.2.7 Other Forms of Insurance

The Ordinance Carrier shall also obtain all other forms of insurance required for
its particular use of the Airport or as required by law.

17.2.8 Cancellation or Unauthorized Policy Changes

In the event of cancellation of any required insurance at any time during the
Ordinance Carrier's use or occupancy of the Airport, or in the event of any change not acceptable
to the Port, the Port may provide additional insurance and charge the cost of any premiums for
such coverage to the Ordinance Carrier.

17.2.9 No Representation of Adequacy

The Port makes no representation that the limits or forms of insurance coverage
specified or required under this Ordinance are adequate to cover the Ordinance Carrier's property
or the Ordinance Carrier's liabilities or obligations under this Ordinance.

17.2.10 Port's Right to Request Information from Insurance Company

If at any time the Port requests a written statement from the Ordinance Carrier's
insurance company as to any claim or loss, the Ordinance Carrier shall promptly authorize its
insurer to have such statement delivered to the Port. The Ordinance Carrier authorizes the Port
and its insurance consultant or company to confirm with the Ordinance Carrier's insurance
agents, brokers and insurance companies all information furnished the Port as to the Ordinance
Carrier's compliance with the Port's insurance requirements.

17.2.11 Primary Coverage

All insurance policies shall be endorsed to state that Ordinance Carrier's policy
shall be primary and not contributory with respect to any insurance carried by the Port.

17.2.12 Excess Coverage

To the extent that the Ordinance Carrier relies on any excess policy of insurance
to satisfy any requirement of this Ordinance, any such policy shall be no less broad than the
underlying policy, shall have a term at least equal to the time period covered by the underlying
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policy, and shall at all times meet the minimum coverage requirements and include a drop down
provision.

17.3 Actions that Impact Coverage

The Ordinance Carrier shall not do, or permit to be done, anything either by act, or failure
to act, that shall cause the cancellation or violate the provisions of any policy of insurance for the
Airport, or any part thereof, or that shall cause a hazardous condition so as to increase the risks
normally attendant upon operations permitted by this Ordinance. If such Ordinance Carrier act,
or failure to act, shall cause cancellation of any policy, then the Ordinance Carrier shall
immediately take such action as is necessary to cause reinstatement of said insurance.

17.4 Ordinance Carrier's Risk

Ordinance Carrier shall be responsible for obtaining any insurance it deems necessary to
cover its own risks, including, without limitation: (a) business interruption covering loss of
income, extra expenses, and consequential loss or damages of any type or kind; (b) personal
property; (c¢) aircraft hull and machinery coverage; and/or (d) automobile physical damage and/or
theft, if applicable. In no event shall the Port be liable for any: (i) business interruption or any
other related or consequential loss sustained by Ordinance Carrier; (ii) damage to, or loss of,
Ordinance Carrier's property; (iii) damage to, or loss of, an aircraft; or (iv) damage to, or loss of
an automobile, whether or not such loss is insured.

17.5 Waiver of Subrogation

The Ordinance Carrier waives any right of action that it and/or its insurance carrier(s)
may have against the Port for any loss from perils which can be insured against under the
standard form commercial property, aircraft hull and machinery, or fire insurance contract with
extended perils coverage endorsement generally available in Oregon at the time the loss occurs,
whether or not the party incurring the loss has actually obtained such insurance. If Ordinance
Carrier's applicable insurance policies do not allow the insured to waive the insurer's rights of
recovery prior to a loss, it shall be endorsed to allow the waivers of subrogation required by this
Section.

18. SECURITY DEPOSIT
18.1 Security Deposit Required

In order to guarantee the timely payment of rent, fees and other charges due from
Ordinance Carrier to the Port under the provisions of this Ordinance, Ordinance Carrier must
provide the Port with a Security Deposit before the Port will issue a Letter of Authorization. If
any payment required to be made by Ordinance Carrier under this Ordinance is not timely made,
the Port may, without waiving any other legal remedies to which the Port may be entitled, take
and use so much of Ordinance Carrier's Security Deposit as may be necessary to make such
payment in full.

18.2 Acceptable Forms of Security Deposit
18.2.1 Letter of Credit

The Ordinance Carrier may deliver to the Port an irrevocable stand by letter of
credit, in favor of the Port, in a form and with drawing instructions acceptable to the Port, drawn
on a bank acceptable to the Port.
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18.2.2 Cash

The Ordinance Carrier may post with the Port cash in the amount of the Security
Deposit. Cash shall not be considered to be held in trust and may be commingled with any other
Port accounts. The Port shall have no obligation to pay Ordinance Carrier any interest on
Ordinance Carrier's Security Deposit.

18.3 Amount of Security Deposit

The amount of Security Deposit required by this Ordinance shall be a minimum of three
(3) months average Terminal Rents and Landing Fees, as reasonably estimated by the Port and
may, in the Port's sole discretion, be increased to such amount as may be deemed reasonable by
the Port upon its evaluation of Ordinance Carrier's demonstrated creditworthiness. If Ordinance
Carrier's Security Deposit is drawn down by the Port to cover payments due from Ordinance
Carrier, Ordinance Carrier shall within five (5) Business Days replenish its Security Deposit so
that it continues to satisfy the requirements of this Section.

19. ENVIRONMENTAL REQUIREMENTS
19.1 Environmental Compliance

An Ordinance Carrier shall manage and conduct all of its activities on or relating to the
Airport or the Assigned Space: (a) in compliance with applicable Environmental Laws and the
environmental provisions of this Ordinance; (b) in cooperation with the Port in the Port's efforts
to comply with applicable Environmental Laws; and (c) in adherence with Best Management
Practices applicable to Ordinance Carrier's use of the Airport and the Assigned Space.

19.2  Duty to Notify

An Ordinance Carrier shall promptly notify the Port in writing upon becoming aware of:
(a) a notice of violation or alleged violation of any applicable Environmental Laws related to
Ordinance Carrier's operations or occupancy of the Airport or the Assigned Space; and (b) any
Hazardous Substance Release by Ordinance Carrier in, on or from the Airport, or the Assigned
Space, except for a de minimis Hazardous Substance Release that is promptly and fully cleaned

up.
19.3 Duty to Share Information

An Ordinance Carrier shall maintain, in the Assigned Space, copies of any permits,
authorizations, approvals and notifications issued under applicable Environmental Laws by any
governmental agencies related to the Ordinance Carrier's operations or occupancy of the Airport
or its Assigned Space. The Ordinance Carrier shall promptly provide the Port with copies of any
permits, authorizations, approvals and written notifications issued under applicable
Environmental Laws by any governmental agencies related to the Ordinance Carrier's operations
or occupancy of the Airport or its Assigned Space. The Ordinance Carrier will also provide the
Port with a description of any Environmental Management System (EMS), as applicable, at the
Airport.

19.4 Storm Water Management

An Ordinance Carrier is authorized to discharge storm water associated with its
operations or occupancy at the Airport or the Assigned Space into the Port owned Municipal
Separate Storm Sewer System ("System") subject to the following conditions: (a) Ordinance
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Carrier shall be deemed to have become a co-permittee with the Port on, and shall comply with
the Port's 1200 COLS National Pollution Discharge Elimination System General Storm Water
Discharge Permit for the Airport or its successor permit ("Stormwater Permit"); and
(b) Ordinance Carrier shall comply with all requirements of the Port's Storm Water Pollution
Control Plan ("SWPCP").

19.5 Deicing and Anti-icing Discharge Management

Any Ordinance Carrier that elects to discharge deicing or anti icing materials at the
Airport shall be deemed to have become a co-permittee on the Port's deicing and anti-icing
permit issued by the Oregon Department of Environmental Quality and shall comply with Port
anti-icing and deicing Best Management Practices.

19.6 Hazardous Substance Release

The Ordinance Carrier shall be responsible for any Hazardous Substance Release on the
Airport, on or into adjacent waterways or groundwater or on Ordinance Carrier's Assigned Space
caused by or resulting from the Ordinance Carrier's occupancy or operations thereon, and for the
prompt and diligent completion of any required remediation and restoration of such release in
accordance with applicable Environmental Laws. The Ordinance Carrier shall pay all costs
incurred by the Port resulting from the remediation and restoration of a Hazardous Substance
Release attributable to Ordinance Carrier with or not under the formal oversight of the Oregon
Department of Environmental Quality ("DEQ").

19.7  Air Quality

The Ordinance Carrier shall comply with federal and state air quality laws, the PDX
Rules and Port Best Management Practices related to operations impacting air quality at the
Airport. Ordinance Carrier will cooperate with the Port to minimize contributions to climate
change.

19.8 Noise Mitigation

The Ordinance Carrier acknowledges that aircraft noise is of significant concern to the
community, particularly residents located in close proximity to the Airport or under flight paths.
The Ordinance Carrier shall cooperate with the Port in finding reasonable solutions or
alternatives to mitigate noise, whenever reasonably possible, and to the extent allowed by law.

19.9 Asbestos and Lead Paint

The Port will provide its most recent survey data related to asbestos found in areas the
Ordinance Carrier is licensed to occupy within the Airport. The Ordinance Carrier shall not
knowingly disturb or otherwise impact any such material without the prior written permission of
the Port. If the Ordinance Carrier disturbs asbestos or paint containing lead or other heavy
metals at the Airport without the Port's prior consent, the Ordinance Carrier shall pay all costs
associated with Port remediation measures and any fines, penalties or costs of litigation resulting
from the disturbance or remediation.

19.10 Safety and Security Requirements

The Ordinance Carrier shall comply with all applicable state and federal safety rules and
regulations and the intent of the Federal Aviation Regulations Part 107 (airport security) in the
PDX Rules as approved in the ASP. The Ordinance Carrier shall pay the cost of any charges,
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fees, fines levied upon and paid by the Port through enforcement of FAA Part 107 or Part 139 or
any subsequent regulations resulting from acts of the Ordinance Carrier's employees, agents,
suppliers, guests or invitees.

20. DISCRIMINATION
20.1 Federal Nondiscrimination Regulations

The Ordinance Carrier must comply with the requirements of Title VI of the Civil Rights
Act of 1964 and 49 CFR Part 21 that with respect to its operations at the Airport: (a) no person
on the grounds of race, color, or national origin shall be excluded from participation in, denied
the benefits of, or be otherwise subjected to discrimination in the use of said facilities; (b) in the
construction of any improvements on, over, or under such land and the furnishings of services
thereon, no person on the grounds of race, color, or national origin shall be excluded from
participation in, denied the benefits of, or otherwise be subjected to discrimination; and (c) it
shall use the Airport and the Assigned Space in compliance with all other requirements imposed
by or pursuant to 49 CFR Part 21, Nondiscrimination in Federal Assisted Programs of the
Department of Transportation Effectuations of Title VI of the Civil Rights Act of 1964, and as
that regulation may be amended. The Ordinance Carrier shall promptly provide the Port, upon
written request by the Port, such information the Port is required to obtain from the Ordinance
Carrier to show compliance with applicable nondiscrimination laws.

20.2 Affirmative Action

The Ordinance Carrier assures that it will undertake an affirmative action program if
required by 14 CFR 152, Subpart E, to ensure that no person shall on the grounds of race, creed,
color, or national origin be excluded from participating in any employment activities covered in
14 CFR 152, Subpart E. The Ordinance Carrier assures that no person shall be excluded on these
grounds from participating in, or receiving the services or benefits of, any program or activity
covered by this subpart. The Ordinance Carrier further assures that it will require that its
covered sub organizations, if required by 14 CFR 152, Subpart E, make the same required
assurances.

21. CONTRACTOR COMPLIANCE

The Ordinance Carrier may contract with a third party to provide services in support of its
operation at the Airport; provided, however, that the Ordinance Carrier shall require any such
contractor to enter into an operating agreement or permit acceptable to the Port. A material
provision of any such agreement with respect to operations in the Terminal is that the third party
contractor license sufficient operational space to accommodate all employee activities, including
without limitation break rooms, locker rooms, cafeterias, storage and operations within the
contractor's licensed area. Furthermore, any such contractor will comply with all fire code and
insurance requirements applicable to the service provided and the space licensed.

22. PORT REMEDIES FOR CARRIER NON-COMPLIANCE

Subject to the requirements of 49 CFR Part 21, the Port shall have the right to immediately
terminate the privileges granted under any Letter of Authorization and this Ordinance and to
pursue all other legal remedies, in the event an Ordinance Carrier fails to meet its obligations
under any nondiscrimination covenant of this Ordinance.
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23.  AIR CARRIER SURRENDER OF ASSIGNED SPACE
23.1 Upon Termination of License

Upon termination of its license to use an Assigned Space of the Airport, the Ordinance
Carrier shall peaceably surrender possession of the Assigned Space in good condition,
reasonable wear and tear, Acts of God, and fire excepted. The Ordinance Carrier shall not
abandon any of its property on the Airport without the written consent of the Port and shall
reimburse the Port for any costs incurred in the removal of the Ordinance Carrier's property by
the Port. Title to any property not removed by the Ordinance Carrier upon termination shall, at
the option of the Port, vest in the Port.

24. LABOR DISPUTES

The Ordinance Carrier shall avoid disruption to the Port, its tenants or members of the public,
arising from labor disputes involving the Ordinance Carrier, and in the event of a strike,
picketing, demonstration or other labor difficulty involving the Ordinance Carrier, to use
reasonable efforts to minimize or eliminate any disruption to the Port, its tenants or members of
the public, arising from such strike, picketing, demonstration or other labor difficulty.

25. NOTICES
25.1 Legal Notices

Notices required to be given to the Port shall be given by personal delivery or by
depositing notice in the United States mail, certified mail, return receipt requested, and postage
prepaid, to the Port at its address as set forth below. Ordinance Carriers must, before obtaining a
Letter of Authorization from the Port, provide a notice address to the Port. Unless otherwise
provided in this Ordinance, any notice shall be effective upon its actual receipt but, in any event,
shall be deemed received by the addressee no later than four (4) calendar days after deposit of
same in the mail. The Port and the Ordinance Carrier may, by giving written notice to the other,
change the address at which notices are to be received. If notice is given in any other manner or
at any other place than those specified below, it will also be given at the place and in the manner
specified below.

Notice to the Port shall be mailed to the following address:

The Port of Portland

Attention: Director of Aviation
7200 N.E. Airport Way
Portland, OR 97218

25.2 Agent for Service of Process

If the Ordinance Carrier does not have or maintain an agent for service of process within
the State of Oregon who is designated in its Letter of Authorization, then for the purpose of
service of process in any action between it and the Port arising out of or based upon this
Ordinance, the Ordinance Carrier may be personally served with such process by the certified
mailing, or hand delivery, of a true copy of such complaint and process to the last known
headquarters of the Ordinance Carrier. It is further agreed that any such service by certified mail
or hand delivery shall constitute valid service upon the Ordinance Carrier.
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26. GENERAL PROVISIONS
26.1 Attorneys' Fees

If a suit, action, or other proceeding of any nature whatsoever (including any proceeding
under the U.S. Bankruptcy Code), is instituted in connection with any controversy arising out of
this Ordinance or to interpret or enforce any rights or obligations hereunder, the Port shall, if it
prevails, be entitled to recover reasonable attorney, paralegal, accountant, and other expert fees
and all other fees, costs, and expenses actually incurred and reasonably necessary in connection
therewith, as determined by the court at trial or on any appeal or review, in addition to all other
amounts provided by law. Payment of all such fees shall also apply to any administrative
proceeding, trial, and/or any appeal or petition for review. Whenever this Ordinance requires the
Ordinance Carrier to defend the Port, such defense shall be by legal counsel reasonably
acceptable to the Port.

26.2 Avigation Rights

The Port holds, for the use and benefit of the public, a right of flight for the passage of
aircraft in the airspace above the surface of the Airport, including the Assigned Space, for
navigation or flight for landing, taking off or operating on the Airport, together with the right to
cause in airspace such noise as may be inherent in the operation of aircraft now known or
hereafter used on or about the Airport.

26.3 Calculation of Time

Unless referred to as Business Days, all periods of time referred to in this Ordinance shall
include Saturdays, Sundays, and Legal Holidays. However, if the last day of any period falls on
a Saturday, Sunday, or Legal Holiday, then the period shall be extended to include the next day
which is not a Saturday, Sunday or Legal Holiday. "Legal Holiday" means any holiday observed
by the Federal Government. "Business Days" means Monday through Friday and shall exclude
Saturday, Sunday and Legal Holidays.

26.4 Compliance by Other Airport Users

The Port shall not be liable to the Ordinance Carrier for any violation or non observance
of the PDX Rules by any other tenant, Air Carrier, or other users of the Airport.

26.5 Governing Law

This Ordinance is to be read and construed in accordance with the laws of the State of
Oregon. The exclusive forum for any legal actions brought hereunder shall be a federal or state
court sitting in the State of Oregon.

26.6 Right of Port to Enter

The Port shall have the right at all times, with reasonable advance notice to enter any area
of the Airport occupied by the Ordinance Carrier for the following purposes:

26.7 Inspections

The Port may, upon twenty four (24) hours advance written notice to the Ordinance
Carrier, conduct an inspection of Ordinance Carrier's operations at the Airport to confirm that
such operations comply with the requirements set forth in this Ordinance. Ordinance Carrier
shall cooperate with such inspection. If the inspection shows that Ordinance Carrier is not in
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compliance, the Port may charge Ordinance Carrier for the reasonable costs of the inspection and
any re-inspection until Ordinance Carrier has demonstrated its compliance.

26.8 Maintenance and Repairs

The Port may, upon twenty four (24) hours advance written notice to the Ordinance
Carrier enter the Carrier's Assigned Space to make repairs and replacements either to meet the
obligations of the Ordinance Carrier or the Port to preserve any portion of the Airport or to
correct any condition likely to cause injury or property damage. As to any such repairs or
replacements that are occasioned by the misuse by Ordinance Carrier, Ordinance Carrier shall
pay the Port for its entire cost of performing such work. The Port is not required to provide
advance notice to make an emergency repair.

26.9 Environmental Compliance Inspection

The Port may, upon seventy two (72) hours advance written notice to the Ordinance
Carrier enter the Assigned Space to review Ordinance Carrier's compliance with Environmental
Law at the Airport. The Port may conduct environmental sampling, and perform any Hazardous
Substance Release remediation or restoration, as required by applicable Environmental Laws, or
this Ordinance, in the event Ordinance Carrier is obligated to do so under this Ordinance and has
failed to do so within a reasonable period after being notified by the Port of Ordinance Carrier's
failure so to perform.

26.10 SEC Rule 15¢2-12

The Ordinance Carrier, upon request by the Port, shall provide the Port with such
information as the Port may reasonably request in writing to comply with the Port's continuing
disclosure requirements under any Securities and Exchange Commission rulings, including, but
not limited to, SEC Rule 15¢2-12, as it may be amended from time to time, provided, however,
that Ordinance Carrier may, in lieu of providing the requested information, direct the Port to the
Ordinance Carrier's or SEC website where the requested information is then currently available.

26.11 PENALTIES
26.11.1 Civil Sanctions

In the event Ordinance Carrier violates any term or condition of this Ordinance,
the Port may exercise any rights or remedies allowed by law or equity, including without
limitation, imposition of a civil penalty pursuant to ORS 836.210 of not more than FIVE
HUNDRED DOLLARS AND NO CENTS ($500.00) per violation; and, in the case of a
violation of any term or condition of any Letter of Authorization granted pursuant to this
Ordinance, after reasonable notice and hearing, suspension or termination of the rights granted
pursuant to the Letter of Authorization. In the event that any Letter of Authorization is so
suspended or terminated, any covenant or condition (including, but not limited to,
indemnification covenants), set forth in the Letter of Authorization, the full performance of
which is not specifically required prior to the suspension or termination of the Letter of
Authorization, and any covenant or condition which by its terms is to survive, shall survive the
suspension or termination of the Letter of Authorization, and shall remain fully enforceable
thereafter.
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26.11.2 Criminal Sanctions

The Ordinance Carrier violating this Ordinance shall be guilty of a misdemeanor and
upon conviction, shall be punished by a fine of not more than TWO HUNDRED FIFTY
DOLLARS AND NO CENTS ($250.00), per violation.

26.12 Severability

If one or more clauses, sections, or provisions of this Ordinance shall be held to be
unlawful, invalid or unenforceable by any court of competent jurisdiction, the remainder of this
Ordinance shall not be affected thereby, unless the rights enjoyed by either the Port or the
Ordinance Carrier hereunder are substantially adversely affected.

ADOPTED THIS day of , 2010, being the date of its second
reading before the Board of Commissioners of the Port of Portland.

THE PORT OF PORTLAND

By:
Judi Johansen, Commission President

By:
Pam Thompson, Assistant Secretary

APPROVED AS TO LEGAL SUFFICIENCY

By:
Counsel for Port of Portland

APPROVED BY COMMISSION

Date

34 — Ordinance 433 Legal-Itd/Airlines/Ordinance/PDX Ordinance 433-N.docx



EXPLANATION OF CHANGES - FISCAL YEAR 2010-11

EXHIBIT A

BUDGET BUDGET
PROPOSAL SUBMITTED FOR
SUBMITTED ON APPROVAL ON

Resources APRIL 14, 2010 REVISIONS MAY 12, 2010 EXPLANATION

Beginning Balance $ 215,423,855 $ - $ 215,423,855

Operating Revenue 241,704,037 2,586,511 244,290,548 The General Fund increased by $1.6 million as a result of an
increase in Marine volume forecasts for containers, breakbulk,
and mineral bulk. The Airport Revenue Fund increased
approximately $1.0 million as a result of an increase in terminal
rent and concession forecasts.

Grants/Interest Income/Other 77,821,651 - 77,821,651

Taxes 9,024,690 - 9,024,690

Bond Issues 189,785,000 - 189,785,000

Subtotal - Resources $ 733,759,233 $ 2,586,511 $ 736,345,744

Transfer From Other Funds 155,522,783 132,324 155,655,107 Transfers between funds increased as a result of changing the
head quarters rent requirement from an inter-company transfer
to an operating expenditure and revised estimates for the
Series 20 capitalized interest payment and the debt service
reserves.

Total Resources $ 889,282,016 $ 2,718,835 $ 892,000,851

Requirements

Operating Expenditures

Marine & Industrial Development $ 46,550,996 $ 1,381,281 $ 47,932,277 Operating Expenditures increased due to changing the
headquarters rent requirement from a inter-company transfer to
an operating expenditure as well as a increase in longshore
labor associated with the increased container volume forecast.

General Aviation 1,988,776 39,564 2,028,340 Operating Expenditures increased due to changing the
headquarters rent requirement from a inter-company transfer to
an operating expenditure.

Development Services & Info Tech 17,770,409 773,274 18,543,683 Operating Expenditures increased due to changing the
headquarters rent requirement from a inter-company transfer to
an operating expenditure.

Navigation 10,262,585 2,912 10,265,497 Revised estimates for personal services.

Corporate Administration 19,036,930 1,305,257 20,342,187 Operating Expenditures increased due to changing the
headquarters rent requirement from a inter-company transfer to
an operating expenditure.

Commercial Aviation 77,222,832 (2,979,199) 74,243,633 Operating Expenditures decreased due to changing the
headquarters rent reimbursement from an inter-company
transfer to a credit to the operating expenditures.

Subtotal - Operating Expenditures $ 172,832,528 $ 523,089 $ 173,355,617
Capital Expenditures

Marine & Industrial Development $ 28,675,983 $ - $ 28,675,983

General Aviation 7,000,000 - 7,000,000

Navigation 1,169,325 - 1,169,325

Corporate Administration 177,000 - 177,000

Commercial Aviation 138,824,529 - 138,824,529

Capitalized Labor (14,330,452) 31,266 (14,299,186)  Revised estimates for capitalized labor.

Subtotal - Capital Expenditures $ 161,516,385 $ 31,266 $ 161,547,651

Transfer To Other Funds $ 155,522,783 $ 132,324 $ 155,655,107 Transfers between funds increased as a result of changing the
head quarters rent requirement from an inter-company transfer
to an operating expenditure and revised estimates for the
Series 20 capitalized interest payment and the debt service
reserves.

Other Environmental 5,074,000 - 5,074,000

Other 910,000 - 910,000

Debt Service Payments 78,633,287 2,215,000 80,848,287 Revised estimates for the Series 20 capitalized interest
payment and the debt service reserves.

Contingency 271.154.568 (182,844) 270.971.724 Net impact of changes outlined above.

Unappropriated Balance 43,638,465 - 43,638,465

Total Requirements $ 889,282,016 $ 2,718,835 $ 892,000,851




EXHIBIT B

EXPLANATION OF FUND CHANGES - FISCAL YEAR 2010-11

FUNDS

EXPLANATION

General Fund

Airport Revenue
Fund

Bond
Construction
Fund

Airport
Construction
Fund

PFC Fund

PFC Bond Fund

Airport Revenue
Bond Fund

Total

BUDGET SUBMITTED
PROPOSAL FOR
SUBMITTED APPROVAL
ON APRIL 14, ON MAY 12,

2010 REVISIONS 2010
$ 247,931,864 $ 1,406,679 $ 249,338,543

198,840,913 (2,026,915) 196,813,998

47,022,308 - 47,022,308

246,493,957 1,124,071 247,618,028

34,232,232 - 34,232,232

21,957,831 - 21,957,831

92,802,911 2,215,000 95,017,911

$ 889,282,016 $ 2,718,835 $ 892,000,851

1) Operating revenue increased by $1.6 million as a
result of an increase in Marine volume forecasts for
containers, breakbulk, and mineral bulk.

2) Operating Expenditures increased $3.5 million
due to changing the headquarters rent requirement
from a inter-company transfer to an operating
expenditure as well as a increase in longshore labor
associated with the increased container volume
forecast.

3) Transfers to Airport Revenue Fund decreased
$3.0 million as a result of changing the head
quarters rent requirement from an inter-company
transfer to an operating expenditure.

1) Operating revenue increased approximately $1.0
million as a result of an increase in terminal rent and
concession forecasts.

2) Operating expenditures decreased $3.0 million
due to changing the headquarters rent
reimbursement from an inter-company transfer to a
credit to the operating expenditures.

3) Transfers from the General Fund decreased by
$3.0 million as a result of of changing the head
quarters rent requirement from an inter-company
transfer to an operating expenditure.

Change due to revised estimates for the Series 20
capitalized interest.

Change due to revised estimates for the Series 20
debt service reserves.



SCHEDULE OF APPROPRIATIONS - FISCAL YEAR 2010-11 EXHIBIT C

BUDGET BUDGET

PROPOSAL SUBMITTED FOR

SUBMITTED ON APPROVAL ON

APRIL 14, 2010 REVISIONS MAY 12, 2010

GENERAL FUND
Beginning Balance $ 131,914,744 - $ 131,914,744
Operating Revenue 69,573,323 1,609,732 71,183,055
Interest on Investments/Other 2,100,000 - 2,100,000
Federal/State Grants - - -

Service Reimbursements 32,589,030 (2083,053) 32,385,977
Transfers from Other Funds 2,730,077 - 2,730,077
Property Tax (within permanent rate limit) 9,024,690 - 9,024,690
Total Resources $ 247,931,864 $ 1,406,679 $ 249,338,543

Corporate Administration $ 19,036,930 $ 1,305,257 $ 20,342,187
Marine & Industrial Development 46,550,996 1,381,281 47,932,277
Development Services and Information Technology 8,691,533 7,979 8,699,512
Navigation 10,262,585 2,912 10,265,497
Engineering 9,078,876 765,295 9,844,171
General Aviation 1,988,776 39,564 2,028,340
Total Departments 95,609,696 3,502,288 99,111,984

Service Reimbursements 3,188,734 (3,015,837) 172,897
Long-Term Debt Payments 7,511,010 - 7,511,010
Other Environmental 5,074,000 - 5,074,000
System Development Charges/Other 5,000 - 5,000
Cash Transfers to Other Funds 2,222,037 12,143 2,234,180
Contingency 134,321,386 908,085 135,229,471

Total Requirements $ 247,931,864 $ 1,406,679 $ 249,338,543

AIRPORT REVENUE FUND

Beginning Balance $ 20,000,000 $ - $ 20,000,000
Operating revenue 172,130,714 976,779 173,107,493
Interest on Investments 972,996 - 972,996
Service Reimbursements 4,645,484 (3,015,837) 1,629,647
Transfers from Other Funds 1,091,719 12,143 1,103,862

Total Resources $ 198,840,913 $ (2,026,915) $ 196,813,998

Operating Expenditures $ 77,222,832 $ (2,979,199) $ 74,243,633
System Development Charges/Other 5,000 - 5,000
Service Reimbursements 19,715,328 (171,787) 19,543,541
Cash Transfers to Other Funds 81,897,753 1,124,071 83,021,824
Contingency 20,000,000 - 20,000,000

Total Requirements $ 198,840,913 $ (2,026,915) $ 196,813,998

BOND CONSTRUCTION FUND

Beginning Balance $ 19,318,938 $ - $ 19,318,938
Interest Income/ Other 159,996 - 159,996
Grants/Bond Sales/Other 26,413,056 - 26,413,056
Transfers from Other Funds 1,130,318 - 1,130,318

Total Resources $ 47,022,308 $ - $ 47,022,308
Capital Outlay $ 31,542,724 $ 15,633 $ 31,558,357
Service Reimbursements 5,479,585 (15,633) 5,463,952

Transfers to General Fund - - -
Transfers to Airport Revenue Fund - - -
Contingency 10,000,000 - 10,000,000

Total Requirements $ 47,022,308 $ - $ 47,022,308




SCHEDULE OF APPROPRIATIONS - FISCAL YEAR 2010-11

AIRPORT CONSTRUCTION FUND
Beginning Balance
Interest Income/ Other
Federal / State Grants
Bond Sale Proceeds
Transfers from Other Funds
Total Resources

Capital Outlay
Service Reimbursements
Cash Transfers to Other Funds
Contingency
Total Requirements

PASSENGER FACILITY CHARGE (PFC) FUND
Beginning Balance
Passenger Facility Charge
Interest Income/ Other

Total Resources

Letter of Credit/Other
Cash Transfers to Other Funds
Contingency
Total Requirements

PASSENGER FACILITY CHARGE (PFC) BOND FUND
Beginning Balance
Interest Income
Cash Transfers from Other Funds

Total Resources

Debt Service
Unappropriated Ending Balance
Total Requirements

AIRPORT REVENUE BOND FUND
Beginning Balance
Bond Sale/Other
Interest Income
Transfers from Other Funds
Total Resources

Debt Service

Unappropriated Ending Balance
Total Requirements

TOTAL ALL FUNDS

BUDGET BUDGET
PROPOSAL SUBMITTED FOR
SUBMITTED ON APPROVAL ON
APRIL 14, 2010 REVISIONS MAY 12, 2010
$ 7,994,197  $ - $ 7,994,197
2,990,004 - 2,990,004
19,035,883 - 19,035,883
173,785,000 (3,000,000) 170,785,000
42,688,874 4,124,071 46,812,945
$ 246493957 $ 1,124,071 $ 247,618,028
$ 129973662 $ 15633  $ 129,989,295
8,850,868 (15,633) 8,835,235
9,785,000 2,215,000 12,000,000
__ 97,884,428 (1,090,929) 96,793,499
$ 246,493,957  $ 1,124,071 $ 247,618,028
$ 8557512 § - $ 8557512
25,474,716 - 25,474,716
200,004 - 200,004

$ 34232232 $ - $ 34,232,232
$ 900,000  $ - $ 900,000
24,383,478 - 24,383,478
8,948,753 - 8,948,753

$ 34232232 $ - $ 34,232,232
$ 10,770,975  $ - $ 10,770,975
324,996 - 324,996
10,861,860 - 10,861,860

$ 21,957,831 $ - $ 21,957,831
$ 11,186,856  $ - $ 11,186,856
10,770,975 - 10,770,975

$ 21,957,831 $ - $ 21,957,831
$ 16,867,490 $ - $ 16,867,490
16,000,000 3,000,000 19,000,000
150,000 - 150,000
59,785,421 (785,000) 59,000,421

$ 92,802,911 $ 2215000 $ 95,017,911
$ 59,935,421 2215000 $ 62,150,421
32,867,490 - 32,867,490

$ 92,802,911 $ 2215000 $ 95,017,911
$ 889,282016 $ 2718835 $ 892,000,851

EXHIBIT C



