Hangar Lease Agreement
This contract is between the City of Ann Arbor, a Michigan municipal corporation (hereinafter “City”), whose principal offices are located at 100 North Fifth Avenue, Ann Arbor, Michigan  48104, and 



(hereinafter “Lessee”), whose address is






.

In consideration of the mutual promises below, the City and Lessee agree as follows:

(1)
PREMISES: The City agrees to lease to the Lessee property on the Ann Arbor Airport in Pittsfield Township, Washtenaw County, Michigan, commonly referred to as Hangar_
.  Premises shall mean a box hangar building located in the Northwest Hangar area and any fixtures placed upon the interior of the building.
(2)
LEASE DURATION:  The term of this lease shall commence on ____________________, 2009 and terminate _______________, 2014. The initial term shall be for five years.   The Lessee shall have three (3) additional options to renew the lease for 5-year periods in accordance with paragraph 5.  This agreement may only be changed in writing, and signed, by the City and the Lessee.  Lessee shall have the option to terminate the lease upon one-hundred eighty (180) days written notice. The City may terminate this lease for just cause other than default upon one-hundred eighty (180) days written notice.  The City may terminate this lease for default in accordance with paragraph 6.  At the end of the lease, the Premises and any improvements (exclusive of Lessee’s trade fixtures and equipment) shall be the sole property of the City of Ann Arbor; provided, however, in the event the City terminates the Lease prior to the expiration of the 5-year initial term for cause other than Lessee’s default, then the City shall reimburse Lessee on a pro rata basis for the documented costs of all Lessee improvements (by way of example, if the City terminates the Lease for just cause after three years, then the pro rata reimbursement owing to Lessee shall be equal to 2/5 of the actual documented costs of improvements incurred by Lessee.) For purposes of this paragraph 2, just cause for termination for reasons other than default shall be limited to a determination by the City to utilize the Premises for purposes other than leased hangar space.
(3)
RENT:  The Lessee shall pay the City rent for the period of ______________, 2009 and ending ________________, 2014, the first 5-year term, at the initial rate of $1,600.00 per month.  The monthly rent, due on or before the first day of each month, will be increased on each July 1st, beginning July 1, 2010, during the term by the percentage increase, if any, in the Consumer Price Index.  “Consumer Price Index” means the Consumer Price Index published by the Bureau of National Statistics of the United States Department of labor, U.S. City Average, All terms and Major Group Figures for Urban Wage Earners and Clerical Workers (1967=100).  The Consumer Price Index shall be calculated by using the twelve (12) month period (April to April) proceeding each July 1st when the rent adjustment is to take place.  Anything to the contrary notwithstanding, in no event shall the rent increase by more than five percent (5%) per annum as a result of an increase in the annual Consumer Price Index. If a substantial change is made in the manner of computing the Consumer Price Index, then the Consumer Price Index will be adjusted to the figure that would have been used had the manner of computing the Consumer Price Index in effect at the date of this lease not been altered.  If the Consumer Price Index (or a successor or substitute index) is not available, a reliable governmental or other non-partisan publication evaluating the information used in determining the Consumer price Index will be used.  Delays in computing the Consumer Price Index by either party will not impair the continuing obligation of the Lessee to pay rent adjustments.
(4)
LATE PAYMENT:  Payments not made by the fifteenth (15th) day of the month are considered late payments.  If a payment is late, in addition to the requirement of immediate payment of all amounts due, a late payment penalty of three percent (3%) per month for the unpaid balance of the rent will be required of the Lessee should payment not be made by the fifteenth (15th) day of the month.  Rent shall be deemed paid when received by the Ann Arbor City Treasurer, provided that, if a check for payment is dishonored for any reason not the fault of the City, rent shall be deemed paid when the check is honored.  Rent more than sixty (60) days past due shall be considered delinquent and in default, and subjects the Lessee to termination and eviction.  The Lessee promises not to assign, transfer, encumber or sublet the Premises or any part without the written consent of the City, which consent will not be unreasonably withheld.  Any assignment, transfer, encumbrance or subletting without consent of the City shall give the City the right to terminate this lease and to re-enter and repossess the Premises.
(5)
LEASE EXTENSION:  At least ninety (90) days but not more than one hundred eighty (180) days before the expiration of the initial term or subsequent terms of this lease, Lessee must notify City of its desire to lease the Premises for each of the three, five-year extension periods.  After receipt of the notice, City at least sixty (60) days prior to the expiration of the initial lease term or subsequent terms, shall notify Lessee upon what, if any modifications will be required to the lease for the Premises.  If City is willing to lease the Premises, the rental rate offered Lessee shall be in accordance with the change in the CPI determined in accordance with Paragraph 3 above and the term shall be five years.  Lessee may enter into a lease on the offered terms and conditions by making notice of acceptance to City at lease (15) days prior to the expiration of this lease.  If the Lessee does not accept the offer, or if no offer is made, City has the right to show the Premises to prospective Lessees.  The rights and obligations of this paragraph shall not apply if, for any reason, this lease is terminated prior to the termination date provided in paragraph 2 of this lease.
(6)
DEFAULT PAYMENT:  If the Lessee defaults on any payment(s) or expenditures(s) other than Rent required to be paid or expended by the Lessee under the terms and conditions of the lease and Lessee fails to cure such default within five days of notice of same, the City may at its option make the payment(s) or expenditure(s).  The amount paid shall be payable as Rent to the City by the Lessee on the next ensuing rent day together with interest at ten (10) percent per annum from the date of payment by the City, or at the highest rate permitted by law (whichever is lower).  On default payment(s), the City shall have the same remedy(ies) as on default in payment for Rent.

(7)
USE AND OCCUPANCY:  It is understood and agreed between the parties that the Premises shall be used solely for the purpose of storing aircraft and related non-commercial aviation uses incidental thereto.  The Lessee will provide, and update promptly, a list of all aircraft being stored in the Premises.  The list will include the ownership of the aircraft, made model and registration number.  Other commercial aviation related activities and/or services may be allowed with the written consent of the City in accordance with an approved Commercial Use Permit, which must be separately applied for by Lessee.  The Lessee by accepting this lease agrees for itself, its successors, and assigns that it will not make use of the Premises in any manner which might interfere with the landing and taking off of aircraft from Ann Arbor Municipal Airport, or otherwise constitute a hazard.  The Lessee will not use the Premises in violation of any law, municipal ordinance, regulation or required permit.  On any breach of this agreement that is not cured within five days of Lessee’s receipt of notice of same, the City may at its option terminate the lease forthwith and reenter and repossess the Premises.  The Lessee also agrees that the Airport Manager, and/or his/her duly authorized representative(s) or agent(s), may at any reasonable time and, except in the case of emergency, upon reasonable advance notice (as defined in Paragraph 12 below) enter upon the Premises for the purposes of making any inspection deemed necessary by the manager in order to determine whether Federal, State or Municipal rules and regulations governing the operation of the airport or the use and occupancy of leasehold interests are being complied with.  It is mutually acknowledged that this agreement does not grant to the Lessee the right to engage in any commercial operation as defined in the Rules and Regulations pertaining to operations in effect during the initial term of this Lease or any subsequent term unless that right is granted by the City in an Airport Commercial Use Permit.
(8)
BANKRUPTCY AND INSOLVENCY:  The Lessee agrees that (a) if the estate created by this lease is taken in execution or by other process of law, (b) if the Lessee is declared bankrupt or insolvent according to law or any receive be appointed for the business and property of the Lessee, or if any assignment is made of the Lessee’s property for the benefit of creditors, then this lease may be canceled at the option of the City.

(9)
TENANCY TO INDEMNIFY:  The Lessee agrees to indemnify and hold harmless the City from any liability for damages to any person or property in or on the Premises from Lessee’s use and occupation of the Premises.
(10)
CASUALTY LOSS:  It is understood and agreed between the parties that if the Premises hereby leased be damaged or destroyed in whole or part by fire or other casualty during the Lease Duration, the City may repair and restore the Premises to reasonable tenantable condition with reasonable dispatch.  The Rent shall be abated entirely, if the entire Premises is untenantable, and pro rata if the Premises is partially tenantable.  Furthermore, there shall be not abatement of Rent if the fire which caused the destruction of or damage to the Premises resulted from the negligence or willful act of the Lessee, its employees or agents or sub-Lessee, said repairs shall be the sole responsibility of the Lessee.  If the building is destroyed to the extent of more than one-half of the value thereof, the City may at its option terminate the lease by providing ninety (90) days written notice to the Lessee.  
(11)
IMPROVEMENTS/REPAIRS/ALTERNATION:  The City is responsible for all expenses related to the maintenance and repair of the exterior roof, exterior walls, building structure, and the repair, maintenance or replacement of the heating, electrical and plumbing systems.  The City will also be responsible for the maintenance and repair of exterior pavement areas.  It is the responsibility of the Lessee to promptly notify the City in writing of the need for repairs.  With exception as stated above the Lessee is responsible for all other maintenance, replacement, repair or improvement, including all interior facilities and fixtures, hangar doors, floors, insulation, whether lessee-owned or leased.  The Lessee shall not make any alteration, additions, or structure improvements to the Premises without the City’s advance written approval, which shall not be unreasonably withheld.  All additions, alternations or structural improvements to the Premises made by the Lessee during the Lease Duration (excluding Lessee’s equipment and trade fixtures) shall be the property of the City and shall remain on the parcel and be surrendered with the Premises upon expiration or termination of the lease without molestation or injury.
(12)
ACCESS TO PREMISES:  The City will provide a lock to secure the Premises.  Any lock not provided or approved, in writing by the City will be removed and replaces with a City approved lock.  The City shall be provided with a key/combination to all non-City locks.  The City shall have the right to enter the Premises at all reasonable hours for the purpose of inspecting them; provided, however, the City shall provide reasonable advance notice prior to entering the Premises except in the case of emergency.  For purposes of this Lease, “reasonable advance notice” shall be defined as any of the following to be used at the election of the Airport Manager:  (i) posting on the Hangar door and e-mail notification or (ii) personal delivery no later than two (2) business days prior to scheduled entry.   If the City deems any repairs necessary, that are the responsibility of the Lessee, it may demand that the Lessee made them, and if the Lessee refuses or neglects forthwith to commence the repairs and complete them with reasonable dispatch, the City may make or cause to be made the repairs.  If the City makes or causes the repairs, the Lessee agrees that he/she/it will pay on demand to the City the cost of the repairs with interest at ten (10) percent per annum or the highest rank permitted by law (whichever is lower).  The City will not be responsible for any loss or damage which may accrue to their stock or business by reason of the repairs or the lack of repairs.  If Lessee is in default in the payments, the City shall have the remedies provided in paragraph 6.

(13)
COMPLIANCE WITH LAWS, ORDERS, REGULATIONS, OR ORDINANCES:  The Lessee shall at its own expense promptly comply with all laws, order, regulations, or ordinances of all Municipal, County, State, and Federal authorities affecting the Premises and the cleanliness, safety, occupation, and use of the Premises.
(14)
CONDITION OF PREMISES AT TIME OF LEASE:  The Premises is leased “as is.”  The Lessee acknowledges that he/she/it examined and knows the condition of the Premises prior to the making of this lease, and that no representations as to its condition or state or repairs have been made by the City, or its agent(s) except as agreed in writing at the time of the commencement of the lease term.  The Lessee accepts the Premises in its present condition at the date of the execution of this lease.  The City shall not be responsible or liable to the Lessee for any loss or damage from the acts or omissions of persons occupying any part of adjoining buildings or any part of the Premises or for any loss or damage resulting to the Lessee or its property from bursting, stoppage, or leaking of water, gas, or sewer pipes.
(15)
GAS, WATER, SEWER, ELECTRICITY AND TAXES:  The Lessee will pay all charges made against the Premises for gas, water, sewer, and electricity during the continuance of this lease, as the same shall become due.  Lessee shall be responsible for and pay any property taxes assessed against the Premises.  Failure to pay all charges and taxes shall subject the Lessee the same remedy as provided in paragraph 6 of this lease.
(16)
ADVERTISING DISPLAY:  No awning or signs shall be installed or used on the exterior of the premises without written approval by the City.  With written approval by the City, a single non-illuminated sign no larger than 12 square feet may be installed on the hangar door side of the premises.

(17)
RE-ENTRY:  If any rent is due and unpaid more than sixty (60) days, or if there is default in any promise in this lease, or if the Premises are deserted or vacated, then it shall be lawful for the City, its certain attorneys, representatives and assigns, to re-enter into, repossess the Premises and remove and put out each and every occupant including Lessee.  The City will endeavor to provide written notice to the Lessee.  No third party rights are implied.

(18)
EXPENSES-DAMAGES RE-ENTRY:  In the event the City shall, during the period covered by this lease, obtain possession of the Premises by re-entry, summary proceedings, or otherwise, the Lessee agrees to pay the City the expense incurred in obtaining possession of the Premises, and all expenses and commissions which may be paid in and about the letting of the same, and all other damages.
(19)
QUIET ENJOYMENT:  The City promises that the Lessee, on payment of all the required payments and performing all the Lessee’s promises and obligation under the lease, shall and may peacefully and quietly have, hold and enjoy the Premises for the Lease Duration.

(20)
REMEDIES NOT EXCLUSIVE:  It is agreed that each of the rights, remedies and benefits provided by this lease shall be cumulative, and shall not be exclusive of any other right, remedy and benefit, or of any other rights, remedies and benefits allowed by law.

(21)
DISCRIMINATION:  Lessee, its agents and employees, shall not discriminate against any person or class of persons by reason of race, color, creed, national origin, marital status, age, condition or pregnancy, religion, physical limitations, source of income, family responsibilities, educational association, or sexual orientation or sex shall be bound by the non-discriminatory provisions as required by the Code of Federal Aviation Regulations, and as Regulations may be amended.

(22)
OWNERSHIP OF FIXTURES AND IMPROVEMENT:  Notwithstanding any other provisions in this lease, any improvement, fixture (exclusive of Lessee’s equipment and trade fixtures) or leasehold interest becomes the sole property of the City upon expiration or termination of this lease.  Lessee shall not encumber the applicable property in any way beyond the lease term.

(23)
CONSENT:  In all cases requiring written consent from the City, consent shall not be unreasonably withheld, and in all cases in which the repairs are necessitated by the willful or negligent conduct of the Lessee, its employees, customers or agents, the repairs shall be the responsibility of the Lessee.

(24)
WAIVER:  One or more waivers of any promises or conditions by the City shall not be construed as a waiver of a further breach of the same promise or condition.

(25)
AMENDMENTS:  This is the full and complete understanding of the lease; all prior or future verbal or written agreement(s) are null and void.  This agreement may only be changed, in writing, signed by both parties.  The promises, conditions and agreements made and entered into by the parties are declared binding on their respective heirs, successors, representatives and assigns, or sub-Lessee.

(26)
HEADINGS:  The numbering and headings are not a part of this lease and are intended only to assist in locating the relevant lease terms.

WITNESSETH our hands and seals this


day of


, 2009.

CITY OF Ann Arbor,





LESSEE- 

a Michigan Municipal Corporation

By:








By:





Its:  Airport Manager





Its:
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