ST. PETERSBURG CITY COUNCIL
Meeting of August 6, 2009
TO: The Honorable Jeff Danner, Chair and Members of City Council

SUBJECT:  Authorizing the Mayor, or his Designee, to execute a Lease Agreement with Kitty
Hawk Investments, Inc. d/b/a The Hangar Restaurant and Flight Lounge, a Florida for profit
corporation, for use of the Albert Whitted Airport Intermodal General Aviation Terminal Building
Restaurant space at 540 First Street Southeast, St. Petersburg, for an initial term of ten (10) years
with three (3) five (5) year options to renew; and to execute all documents necessary to effectuate
same; and providing an effective date. (Requires affirmative vote of at least six (6) members of City
Council.)

EXPLANATION: The City has recently spent close to $7,000,000 on enhancements to Albert
Whitted Airport (”Airport”) including the construction of the new Intermodal General Aviation
Terminal Building (“Terminal”), the exterior renovation of Hangars 1, 2, and 5 through 8, a new
terminal ramp, upgrades to the airfield guidance signage and a helicopter parking ramp. To date
City Council has approved a five (5) year Fixed Base Operator Lease and Operating Agreement at
Albert Whitted Airport with Bay Air Flying Services, Inc., a five (5) year lease with Avis Rent A Car
System, LLC and a five (5) year retail space lease with Bay Air Charters, Inc.

Real Estate and Property Management ("REPM”)working with other City staff and local property
owners has been developing a list of potential restaurateurs and related business professionals to be
contacted concerning their interest in operating a restaurant in the Terminal at the Airport. Asa
result of that effort and in response to the Solicitation of Interest for a Restaurant at Albert Whitted
Airport (“Solicitation”), the City received three responses from interested parties. A memorandum
was sent to City Council identifying the three interested parties together with a summary sheet
highlighting the three proposals. On Monday, July 6, 2009, staff notified Steve Westphal and Albert
Paul Nicklaus, Jr., that they had been selected from the three respondents for in depth lease
discussions and asked them to provide additional information. Later that week Mr. Nicklaus
- advised the City that he was withdrawing his proposal.

After Mr. Westphal provided the requested additional information, staff entered into lease
negotiations based on the City’s expectations and Mr. Westphal's proposal. As a result of those
discussions, subject to City Council approval, REPM has finalized a ten (10) year lease (“Lease”)
with Kitty Hawk Investments, Inc., a Florida for profit corporation, (“Tenant”), owned by Steve
Westphal for the operation of a restaurant on the 27 floor of the Terminal at the Airport. The
Tenant will operate the restaurant as The Hangar Restaurant and Flight Lounge and is working with
the Albert Whitted Airport Preservation Society to incorporate Airport memorabilia and historically
significant aeronautical items into the overall design theme of the restaurant.

The Tenant will be occupying the majority of the second floor and a small portion of the first floor of
the Terminal as shown in Illustration No. 1 and Illustration No. 2, respectively (“Premises”). The 1st
floor space consists of +354 square feet of interior space for an office/storage area to support its
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restaurant operations and exterior space consisting of an 11 ft. by 17 ft. area within the 1¢ floor
southwest patio for use as a secured storage area. In addition, the 2~ floor interior space consists of
15,095 square feet including the multi-purpose room ("MPR”) plus exclusive use of the northeast
patio and MPR balcony and an 11 ft. by 17 ft. area within the 27 floor southwest patio to construct a
cooler. The exact location of the 1+ floor storage area and 2™ floor cooler will be at the mutual
agreement of the City and the Tenant and will be visually screened for an appearance mutually
acceptable to the City and the Tenant.

The proposed Lease is for an initial term of ten (10) years, commencing November 1, 2009 and
ending on October 31, 2019, with the option to renew for three (3) additional terms of five (5) years
each. The rent structure is a declining percentage based upon gross sales with a minimum base rent
of $2,500 per month commencing November 1,2009. The minimum base rent will increase to $4,500
per month beginning with the sixth year of the initial term of the Lease. The percentage rent is
based on monthly gross sales in the following increments:

Gross Sales for the month:  $42,000 or less 6% of Gross Sales
$42,001 - $84,000 5% of Gross Sales
$84,001 - $125,000 4% of Gross Sales

$125,001 - $167,000 3% of Gross Sales
$167,001 and above 2% of Gross Sales

The base rent and the percentage rent sales ranges will be adjusted at each renewal term based on
the change in the Consumer Price Index ("CPI"), with a maximum upward adjustment of 3%2% in
any one adjustment and no downward adjustment.

During the initial term of the Lease, the Tenant will not pay percentage rent on sales in excess of
$1,000,000 until such time as the Tenant has received a return of its buildout costs based on a
calculated credit of six (6%) on sales in excess of $1,000,000. This will serve as a method for the
Tenant to recapture its investment in the Premises for its approved project buildout costs as the
Tenant is responsible for all costs associated with the buildout of the Premises it is leasing. The
Lease further provides that in the unlikely event that the Tenant ceases operations, all
improvements to the Premises including the furniture, fixtures and equipment will become the

property of the City.

The City is responsible for providing an additional forty (40) parking spaces and any related fencing
modifications necessary that were previously designed for an area northeast of the Terminal. On
June 11, 2009 at a Committee of the Whole meeting, City Council concurred that the City would
commit $50,000 for site and building improvements necessary to support a restaurant operation at
the Terminal. It is anticipated that after the Lease is effective, these site improvements will be
coordinated by staff to coincide with the Tenant’s construction schedule; accordingly, staff will be
requesting an appropriation for these improvements later this year.

The Tenant will have until November 1, 2009 to obtain all necessary permits and approvals. The
Tenant will use commercially reasonable efforts to complete construction and be open for business
on or before March 1, 2010. All utilities for the Premises are to be metered separately and will be
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paid by the Tenant. The Tenant will maintain a commercial general liability insurance policy in an
amount of at least $1,000,000 per occurrence and $2,000,000 aggregate, protecting the City against
all claims or demands that may arise or be claimed on account of the Tenant’s use of the Premises.
In addition to the previously referenced insurance coverage, the Tenant will also be required to
maintain Liquor Liability insurance coverage in an amount of at least $1,000,000 per occurrence.

This Lease is in compliance with Section 1.02(c)(4) of the City Charter, which permits the leasing of
property on Albert Whitted Airport not exceeding twenty-five (25) years with an affirmative vote of
at least six (6) members of City Council.

RECOMMENDATION: Administration recommends that City Council approve the attached
resolution authorizing the Mayor, or his Designee, to execute a Lease Agreement with Kitty Hawk
Investments, Inc. d/b/a The Hangar Restaurant and Flight Lounge, a Florida for profit corporation,
for use of the Albert Whitted Airport Intermodal General Aviation Terminal Building Restaurant
space at 540 First Street Southeast, St. Petersburg, for an initial term of ten (10) years with three (3)
five (5) year options to renew and to execute all documents necessary to effectuate same.

ATTACHMENTS: Illustrations and Resolution
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