Chattanooga Metropolitan Airport Authority
Chattanooga, Tennessee
October 12, 2007

The Board of Commissioners of the Chattanooga Metropolitan Airport Authority met in
open meeting on Friday, October 12, 2007. Commissioners Jacobson, Hall, Kilbride,
Freeman, Griffin, Corey, Wells and VVeazey were present.

Chairman Jacobson verified a quorum was present and April Cameron verified the
requirements of the Sunshine Law had been met.

Minutes
On motion of Commissioner Kilbride seconded by Commissioner Veazey, the
September 20, 2007 Board minutes were approved.

President’s Report

President Mike Landguth began his report by welcoming the Board and the public. He
reported that S e p t e rhdmardimgs were up nearly 21% over last month. Boardings are
up 22% for the year, and thi s i s ©3fcdmecutive month of growth. National
average for growth is 2.7%.

Master Plan Update

President Landguth reported that the RS&H consultant team has been at work on the
master plan update. All sub-consultants agreements have been executed.

Earthworx, LLC

G-Squared, LLC

Newton & Associates, Inc.

Qore Property Sciences, Inc

Walker Parking Consultants

Webber Air Cargo
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The RS&H Team Project Manager, Mary Soderstrum, and John Naylor of our staff,
visited with the Federal Aviation Administration (FAA) Airports District Office (ADO)
in Memphis to discuss the methodology for performing the aviation forecasts as part of
the Master Plan. This is extremely important as the FAA has the responsibility of
reviewing and approving the aviation forecasts. It is likely that the Master Plan aviation
forecasts wil/ be considerably higher than
they produce yearly for each of the airports under their guidance. It was important to
discuss that the forecasts done for the Master Plan are realistic, supported by the
information in the Master Plan, and provide adequate justification for the planning and
development that will be part of the Master Plan. Mary and John were well received by
the FAA and were able to explain why the passenger enplanements will likely be
increasing significantly and how this will be addressed in the Master Plan. The forecasts
will be part of the first submittal for the Master Plan, which will contain the first two
chapters of the Master Plan and is scheduled to be submitted to CMAA in mid-



November. The CMAA will then submit these chapters to the FAA for review and
approval.

President Landguth reportedthatwor Kk conti nues on the *“Ilssues
chapter of the Master Plan utilizing data and information collected last month. Work also
continues on the “Forecasts” chapter of the

A meeting was held with members of the RS&H Team and CMAA to discuss the areas of
the Airport where drainage issues are a concern to ensure that these areas receive
particular attention in the completion of the drainage assessment.

Work to be accomplished next month:

1. Continue collecting Airport data and information

2. Completion of the first two chapters of the Master Plan
1. Chapter One: Issues and Existing Conditions
2. Chapter Two: Forecasts

3. “Ground points” wi || be placed at spec
phot ographs wil |l be taken of the Airpo
scale the photographs.

President Landguthas k e d i f he could answer any quest:
Hearing none, he introduced April Cameron to present the Auditors Report.

Report on CMAA Audit Results

April Cameron reported that Joseph Decosimo and company had completed and CMAA
had received the 2007 audited financial statement for the Airport Authority. The audit
was performed from August 14-24 and included a review of all financial and associated
documents.

Ms. Cameron then introduced Fred Decosimo and Derek Daniels as representatives of
Decosimo and Company. Mr. Daniels was lead Auditor and presented the audit report.

Mr. Daniels then reported the audit was completed Decosimo and Co had a clean opinion.
The staff at the airport was cooperative, responsive, knowledgeable and professional.
There were several suggestions on internal control. (Refer to management report.) Mr.
Daniels reported that there were no difficulties encountered during the audit and they also
noted no errors or fraud. Mr. Daniels noted that the airport had a healthy balance sheet
that had become stronger this year.
1 Total assets have increased by $5.6 million while equity increased by $6.2
million. Long term debt has decreased $669,000
9 Cash flow from operations increased approximately one million dollars from
$207,000 in fiscal year 2006 to $1.3 million in fiscal year 2007
1 There were approximately 6.7 million in capitol expenditures made throughout
the year

Mr. Daniels offered to address any questions about the audit report.



Commissioner Freeman said he understood it was a clean audit, but asked if they
rendered an opinion on internal controls.

Mr. Daniels replies that Decosimo and Co was not rendering an opinion on internal
controls however they assessed the internal controls to ensure CMAA had proper controls
in place, but they did not render an opinion on the controls. If there were inadequate
controls in place, they would have to put proper controls in place before they could
render an opinion.

Commissioner Veazey commented that Decosimo does a fabulous job for CMAA.
Board action

Directors and Officers Insurance

CMAA’s current Directors and Officers Liabil
In 2006, the policy limits were increased to $10 million for the Directors and Officers

Policy as well as Employment Practices Liability with deductibles set at $30,000. $1

million in Fiduciary Liability coverage was also maintained with a deductible of $2,500.

The 2006 premium for the coverage was $22,917.

BB&T Huffaker and Trimble solicited quotes from Travelers, Chubb, Landmark, Arch,
and Cincinnati Insurance Company on our behalf for renewal of these policies with the
same limits and deductibles. They have recommended renewal of the policies with our
current carrier, Cincinnati Insurance Company, who has offered the same limits and
deductibles as expiring with no increase in premium.

April Cameron then introduces Arch Tremble and Bill Wilder with BB&T, Heffaker and
Tremble. She states that they are here to answer questions with regards to the Directors
and Officers liability insurance and asks for questions.

The BB&T Representative then states that April had reported the highlight of the
insurance policy. He also states that CMAA did pursue a rate decrease. He was informed
that with an increase in assets it is usual for the policy rates to increase the risk increases.
By keeping the policy rates from increasing, CMAA was in fact receiving a discounted
rate. The other markets were not competitive on pricing, could not give the $10 million
limit, or would not honor the $30,000 deductible. Cincinnati is a solid carrier, A++ rated,
this is a claims made policy, indicative of D & O the retro date goes back to 1998. The
BB&T Representative than asks if there are there any other questions.

Board action: Ms. Camer on r equested Board approval f o
Directors and Officers insurance with Cincinnati Insurance Company for a one year term
commencing October 30, 2007 in the amount of $22,917.

Commissioner Hall made a motion for approval. Commissioner Wells seconded.
Motion approved.



Air Host Contract Amendment

President Mike Landguth then reported Air Host Chattanooga, the company responsible
for food concessions at the Airport, has worked closely with the airport over the last
several years to improve the service offered to local travelers. Several years ago, they
added vending machines past the checkpoint to ensure travelers have refreshments, even
after the deli closes. When CMAA approached Air Host about opening their stand down
the concourse again (it had remained closed most of the time after 9-11) they were
receptive and began operating it a few days a week, with very little profit. As traffic has
grown, so has their schedule, and now passengers will find the deli open down the
concourse Sunday — Friday from 5 am-6:30 pm and on Saturdays from 5 am —around 1
pm. We are grateful for the continuing partnership with Air Host, and hope to see it
continue.

As part of their contract, this company is required to perform $50,000 of facility
improvements by the end of their 10-year contract term if they want to renew the
agreement. While the contract is now only in its sixth year, Air Host has agreed that their
facilities in the airport are in need of refurbishment, and they have proposed to go above
and beyond the requirements of the contract by spending approximately $110,000
improving their leasehold space.

President Landguth introduced David Shelton with Air Host to talk about their plans for
the Chattanooga facility. Mr. Shelton then explained with the use of a handout, the
physical descriptions of the updated facilities.

Vice Chair Hall asked President Landguth to give some background on the previous
concessionaire. President Landguth said the last vendor in the airport lost money. He said
Air Host has been very committed to the airport and worked hard to accommodate
passengers who have been diverted to Chattanooga.

President Landguth said that in return for their investment in the Chattanooga facility,
CMAA proposes to amend the Air Host contract as follows: Air Host currently pays 5%
of their gross receipts to CMAA. When the number of enplaned passengers over a
contract year (May-April) exceeds 300,000 (which should happen in April 2008) their
percentage fee increases to 8%. CMAA proposes to give Air Host a 3% credit on the
percentage fee payable to the Authority for a period of up to 24 months, beginning on the
anniversary date of the Contract Year following construction completion. For example, if
construction is completed on February 1, 2008, this credit would be effective May 1,
2008. The total value of this credit will equal the total construction cost minus the
$50, 000 required expenditure, with CMAA's to

Vice Chair Hall complemented Mr. Shelton on the courteous Air Host staff members
working in the airport. He also inquired if the improvements will be impacted if TSA
needs to expand the security lanes. President Landguth responded that the improvements
are within the restaurant area, and should not be impacted by potential future expansion
by TSA.



Board action: President Landguth requested board approval for the amendment to the
Air Host contract as outlined.

Commissioner Veazey made a motion for approval. Commissioner Freeman
seconded. Motion approved.
Chairman Jacobson asked if any Board members had further business. He then asked if

any member of the public had business to bring before the Board.

Chairman Jacobson closed by thanking the Board and staff for the informative meeting.

Hesaiditwasamazi ng t o hear month after month

longest serving members on the board, Chairman Jacobson said he spoke from
experience when he said it had not always been this way. The Chattanooga Airport
struggled for many years to grow air service and convince local travelers to use that
service. While there is much work left to be done, the Chairman said the recent air
service and passenger growth is the result of many years of effort. He thanked the
commissioners for their time and leadership and he thanked President Landguth and his
staff for their long hours and diligent efforts in growing the airport.

Commissioner Wells made a motion for adjournment. Commissioner Freeman
seconded. The Chattanooga Metropolitan Airport Authority board meeting
adjourned.

Minutes approved by: Minutes approved by:
Gene Veazey Daniel R. Jacobson
CMAA Secretary CMAA Chairman
Corporate Secretary: Minutes Recorded by:
April Cameron Christina Siebold



