
EXHIBIT ONE TO PRIME LEASE


THIS INSTRUMENT PREPARED BY:


Bass, Berry & Sims PLC (EBF)


1700 Riverview Tower


Knoxville, Tennessee 37902

master lease of DKX PRIVATE HANGARS

KNOW ALL MEN BY THESE PRESENTS, that R SQUARED CONSTRUCTION, a Tennessee general partnership ("Owner") (also sometimes referred to herein as “Developer”), of Sevierville, Tennessee, hereby submits the following described real property, located at Knoxville Downtown Island Airport, (the "Land") and the improvements constructed or to be constructed thereon (the "Improvements"), to the provisions of the Horizontal Property Act, Tennessee Code Annotated, §§ 66-27-101, et seq., as amended (the “Act”); and hereby establishes a horizontal property regime to be known as DKX Private Hangars.  The Land is described on Exhibit A hereto and Owner has leasehold title thereto as Lessee pursuant to a lease dated ____________, 2004. from the Metropolitan Knoxville Airport Authority (the “Authority”) as Lessor (the "Prime Lease"), a memorandum of which is recorded in Book ____, page ____, Register's Office of Knox County, Tennessee.  The Land and the Improvements are referred to collectively as the "Project".

1.
The Project Generally and Ownership of Units.  The Project is described in the Prime Lease, and is shown on plans prepared by __________________________, dated _________________.  The Improvements will consist generally of aircraft hangars for general aviation aircraft, to be privately owned and used by their owners, and certain paving projects related thereto. The individual hangars will be constructed in accordance with the requirements of the Prime Lease, and will contain areas of approximately 1,600 to 3,000 square feet per hangar. 

Each hangar and the lot on which it is constructed will constitute an “apartment” within the meaning of The Horizontal Property Act, but with the understanding that none of the apartments will be used as residences.    Said apartments shall be referred to hereinafter singularly as a “Unit” and collectively as “Units”.  The owners of a leasehold interest in the Units, their heirs, representatives, successors and assigns shall be referred to herein collectively as "Unit Owners" and singularly as a "Unit Owner".  If more than one person or entity own a Unit, they shall collectively be deemed one "Unit Owner".  Each Unit Owner shall be deemed to be the same as a “co-owner” under the Act.

The Units may be separately sold, conveyed, mortgaged, encumbered, leased, rented, used, or occupied, provided, however, that any such transaction shall require prior written approval from the Authority and the Association of Unit Owners hereinafter described. 

No Unit may be subdivided by use of a horizontal property use regime, time sharing plan, or other devise.

2.
Boundary Lines.  The boundary lines of the individual Units in the  Project are shown on the map attached and designated Exhibit B hereto, and said Exhibit will be updated as Units are constructed and sold. 

3. Common Elements.  The Common Elements within the Project include: 

(a) 
The Land.

(b)
Paved areas outside each Unit.


(c)
All entrances to and exits from the Project.

(d) Central and appurtenant installations for services such as power, light, gas, hot and cold water, and other utilities for the Units. 

(e) That portion of the Taxilane (airside paving) extending twenty (20) feet out from the faces of the Units.

(f) Trash dumpster area(s).

(g) All other parts of the Project existing for the common use of all Unit Owners which are necessary to the existence, maintenance and safety of the Project. 

4. Limited Common Elements.  There will be no limited common elements.

5. Percentage of the Undivided Interest in the Common Elements.  Each Unit Owner shall have an undivided leasehold interest in the Common Elements.  The percentage of the undivided interest in the Common Elements applicable to each Unit shall be calculated based on the percentage of the total Project represented by each individual Unit.  Exhibit C, to be attached hereto, shall reflect at all times the percentages of ownership among the Unit Owners and the Developer, and said exhibit shall be revised and updated at the time of any transfer of an interest in the Project.

6. Purposes for Which the Building and Each of the Units May Be Used.  Each Unit shall be used for the storage of aircraft by its owner, and associated aeronautical activities.

Moreover, the use of all Units shall be subject to such limitations as may be imposed by federal, state and local law and as may be contained herein, in the By-laws of the Owners’ Association attached as Exhibit D (the "By-Laws"), and in such reasonable rules and regulations ("House Rules") as may be adopted by the Association from time to time governing the use of the Units.  In addition, the use of all Units shall be subject to the provisions of the Prime Lease and of the Authority’s Minimum Standards and Rules and Regulations.

7. Easements.  Each Unit shall have appurtenant thereto a non-exclusive easement in the Common Elements for such purposes as ingress to, egress from, utility services for and the support, maintenance and repair of such Unit.

If any part of the Common Elements encroaches on any Unit, a valid easement for such encroachment and the maintenance thereof, so long as it continues, shall exist.  In the event any portion of the Improvements shall become partially or totally destroyed and then rebuilt, minor encroachments of any parts of the Common Elements due to the construction shall be permitted, and a valid easement for such encroachment and maintenance thereof shall exist.

The representative of the Authority and the Manager of the Project shall have the right to enter each Unit from time to time during reasonable hours as may be necessary for the operation of the Project, or the making of emergency repairs therein necessary to prevent damage to any Unit or the Common Elements, and for the purpose of verification of compliance with provisions governing usage of the Unit and storage of equipment and materials.  

8. Provisions as to Rebuilding, Repairing or Restoration of the Units.  The provisions of the Prime Lease shall govern the obligations of the Owner and its assignees (the Unit Owners), to repair, rebuild or restore a Unit which is damaged or destroyed, as well as damage to the Common Elements.

9. Assessments, Charges and Taxes.  Each Unit Owner and the occupant of any Unit shall pay all assessments, charges and expenses of every kind and nature provided for in this Master Lease, the By-laws or the House Rules, and shall bear the charges for taxes, utilities, and other expenses as may be separately charged or assessed against each such Unit Owner.

10. Amendment.  This Master Lease may be amended by affirmative vote of  the Unit Owners pursuant to the By-laws.  In the event the Owner adds property to its leasehold under the Prime Lease and develops additional hangars in the future,  any such addition to the Project shall become a part of this horizontal property regime upon the recording of an amendment to the Prime Lease and to this Master Lease.  Such additions to the Project may be made by the Owner without a vote of the Unit Owners, with the advance approval of the Authority.  

11.
Association of Unit Owners.  (a)
There has been or will be formed an association having the name “DKX Private Hangars Owners Association,” a Tennessee Non-Profit Corporation (the “Association”) which shall be the governing body for all of the Unit Owners and shall be operated to provide for the maintenance, repair, replacement, administration, operation and care of the Project as provided in the Act, the Prime Lease, this Master Lease and the By-laws.  The initial By-laws for the Association shall be the By-laws attached to this Master Lease as Exhibit D and made a part hereof.

(b)
The Board of Directors of the Association shall be elected and shall serve in accordance with the provisions of the By-laws.

(c)
Each Unit Owner shall be a member of the Association so long as such owner is a Unit Owner, and the Association through its Board shall represent the Unit Owners in any proceedings, negotiations, settlements and agreements affecting all or part of the Common Elements.  A Unit Owner’s membership shall automatically terminate when such owner ceases to be a Unit Owner by the conveyance or transfer of a Unit Owner’s ownership interest to a new Unit Owner, who shall at that time succeed to membership in the Association.  The rights and obligations of ownership, and the transfer thereof, shall be governed by the provisions of the Prime Lease, this Master Lease and the Bylaws.

(d)
Each Unit shall be entitled to one vote, which shall be indivisible even if the ownership of a Unit should be held by tenants in common, tenants by the entireties or other joint ownership.  Should additional leasehold property be incorporated into the horizontal property regime in the future, the aggregate number of votes of the Association shall automatically increase to the total of all Units then incorporated into the regime with one vote granted to each Unit.  All Unit Owners of such added property shall automatically become members of the Association.

(e)
The Board of the Association shall have the authority to engage the services of an agent (sometimes referred to herein and in the By-laws as the “Manager”) to maintain, repair, replace, administer and operate the Property or any part thereof to the extent deemed advisable by the Board. The Board shall require any such Manager to have fidelity bond coverage on any of its employees handling Association funds, and the cost of all such services shall be treated as a Common Expense as herein defined. 

(f)
So long as the Developer owns any Unit or Units and until title to any Unit sold by it passes to the purchasers, the Developer shall be treated as a member of the Association with all of the rights and obligations which accompany such membership.

12.
Common Expenses.
(a)
Each Unit Owner and the Developer shall pay their proportionate share of the expenses of administration and operation of the Common Elements and all assessments, charges and expenses of every kind and nature provided for in this Master Lease, the Prime Lease or the By-laws and House Rules (the “Common Expenses”). 

(b)
The proportionate share of the Common Expenses for each Unit Owner shall be in accordance with such owner’s percentage of ownership in the Common Elements.

(c)
The Board of Directors of the Owners Association shall establish a Common Expenses maintenance fund with a balance equal to one year’s estimated expenses, and the Association shall assess each Unit  Owner such owner’s proportionate share of the deposit necessary to achieve and maintain the required fund balance.  

(d)
No Unit Owner shall be exempt from payment of such owner’s proportionate share of the Common Expenses by waiver or nonuse of enjoyment of the Common Elements or by abandonment of such owner’s Unit.  If any Unit Owner shall fail or refuse to make any such payment of the Common Expenses or other assessments by the Board of Directors of the Owners Association when due, the amount thereof, together with interest thereon at the rate of 1.5% per month after said assessment or other payment becomes due and payable, shall constitute a lien on the interest of such Unit Owner in the Property as provided in the Act. Although each assessment for Common Expenses against a Unit shall be the personal obligation of the owner of the Unit at the time the assessment is due, nevertheless, any lien encumbering a Unit as above described shall not be affected by transfer of the Unit to a new Unit Owner.  

(e)
The Unit Owners Association shall have the responsibility (i) for procuring the insurance for the Leased Premises as required by Section 15 of the Prime Lease; (ii) for damage repair and restoration as to the Leased Premises required by Section 12 of Prime Lease;  (iii) for maintenance of the Leased Premises as required by Section 17 of the Prime Lease; and (iv) for payment of the cost of utilities provided to the Units on a common meter.

(f)
In the event any Unit Owner fails to maintain such owner’s Unit or fails to pay such owner’s proportionate share of any assessment for Common Expense or the Common Expense Fund when due, then in any such event, the Board may, after ten (10) days notice to the defaulting Unit Owner, have the association perform such maintenance, advance and pay such sums or do any other reasonable act necessary to cure such default. The Association shall have a lien against the Unit of the defaulting Unit Owner securing payment of the sums expended or advanced and shall be entitled to enforce such lien by filing suit in a court of competent jurisdiction; and if successful in such action, the Association shall be entitled to recover reasonable attorney’s fees and court costs incurred in connection therewith.

(g)
The Association shall have the authority to levy a special assessment, in addition to annual assessments for Common Expenses authorized above, for the purpose of defraying in whole or in part the cost of any construction, reconstruction, repair or replacement of capital improvements upon or as part of the Common Elements, provided that any such special assessment has been approved by a vote of not less than two-thirds (2/3) of the Unit Owners.   


13.
Insurance and Damage Repair and Restoration.
(a)
Once the Unit Owners Association has been established, the Board of the Association shall have the authority and the responsibility to obtain insurance for the Property and the Common Elements (excluding the additions within, improvements to and decorations for the Units by the Unit Owners), and to maintain said insurance continuously in force throughout the term of the Prime Lease.  Such insurance shall fulfill the requirements of the Prime Lease and shall include both commercial general liability insurance and insurance against loss or damage by fire, vandalism, malicious mischief and such other hazards as are covered under standard extended coverage provisions, for the full insurable replacement cost of the Common Elements and the Units.  

(b)
Such insurance coverage shall be written in the name of the Board of the Association and the proceeds shall be payable to said Board as trustee for each of the Unit Owners and for the holders of deeds of trust on the Units, if any;  and the premiums for all such insurance shall be a Common Expense.

(c)
Each Unit Owner shall be responsible for obtaining his/her own insurance on the contents of such owner’s Unit, as well as additions and improvements thereto, decorations and furnishings, and personal property stored elsewhere on the Property.  

(d)
In the event of  damage to or destruction of any buildings or Common Elements as a result of fire or other casualty covered by insurance proceeds, the Board of the Owners Association shall have the rights and responsibilities of the Lessee under Section 12 of the Prime Lease, which authority may be exercised by the Board in its discretion without the intervention of any Unit Owner, including arranging for the repair and/or restoration of the  damaged portions of all Units, buildings and Common Elements as required by the Prime Lease.  The Board shall not be responsible for the repair, replacement or restoration of any decorations, wall or floor covering, furniture, furnishings, fixtures, appliances or equipment installed in a Unit by the Unit Owner unless specifically covered by the insurance policy obtained by the Board. 

14.
Maintenance of Units.
Each Unit Owner, at such owner’s expense, shall furnish and be responsible for all maintenance of, repairs to and replacements within such owner’s Unit, provided however that the Board, after providing thirty (30) days written notice to the Unit Owner of the Owner’s failure to make timely repairs or replacements, or to timely maintain its Unit, may elect to provide such maintenance and repairs in the name of and for the account of the individual Unit Owner.

15.
Repair of Common Elements.
Maintenance of, repairs to and replacements within the Common Elements shall be the responsibility of and shall be furnished by the Association,  the cost of which shall be part of the Common Expenses under the control of and as a responsibility of the Board.  If due to the act or neglect of a Unit Owner or the agent, servant, tenant, family member, invitee, licensee or household pet thereof, damage shall be caused to the Common Elements or to a Unit or Units owned by others, or maintenance, repair or replacement are required which would otherwise be a Common Expense, then such Unit Owner shall pay the cost of such damage or such maintenance, repair and replacement in an amount to be determined by the Board, to the extent not covered by the Association’s insurance or to the extent that insufficient insurance proceeds are available from the insurance carrier.

16.
Access.
The authorized representative of the Board (to include a Manager if one is employed) and the authorized representative of the Authority shall be entitled to reasonable access to the individual Units as may be required (a) in connection with the Board’s maintenance responsibilities under Section 17 of the Prime Lease and (b) in connection with the preservation of an individual Unit in the event of an emergency.  

17.
Alterations and Additions.
No alteration of any Common Elements for additional improvement thereto shall be made by any Unit Owner without the prior written approval of the Board.  Any Unit Owner may make alterations, additions or improvements within that owner’s Unit, subject to the restrictions of the Prime Lease, without the prior written approval of the Board but such Unit Owners shall be responsible for any damage to other Units, the Common Elements, the Property or any part thereof resulting from such alterations, additions or improvements.  

18.
Decoration of Interiors.
Each Unit Owner shall have the right at such owner’s sole expense to provide wall, floor and ceiling finishes and other furnishings and decorations for the interior of the owner’s Unit, subject at all times to the rules and regulations of the Owners Association.  The exteriors of the Units are to be maintained in accordance with the Design Guidelines of the Authority under the terms of the Prime Lease.

19.
Purchase at Foreclosure.
The Board shall have the power or authority to bid and purchase, with respect to any Unit or interest therein at a sale pursuant to a deed of trust foreclosure, a foreclosure of the lien for Common Expenses under the Act or an order or direction of a court, or at any other involuntary sale upon the consent or approval of Unit Owners owning not less than two-thirds (2/3) of the total number of Units.  Such consent shall set forth a maximum price which the Board or its duly authorized agent may bid and pay for such Unit.  

20.
Use and Occupancy.    Use of each Unit shall be governed by Section 5 of the Prime Lease and by the provisions of the By-laws and House Rules of the Association, and any sublease or assignment by any Unit Owner shall be governed by the provisions of Section 21 of the Prime Lease.  All assignments or subleases of Units shall be in writing on forms prescribed by the Authority.  

21.
Annexing Additional Property.
The Developer, if it leases from the Authority  additional property on the Airport for development of additional units , shall be obligated to incorporate said additional property into the horizontal property regime governed by this Master Lease.  The annexation of such additional leasehold property shall be accomplished by the execution by Developer and the recording of an amendment to this instrument setting forth the additional real property to be brought within the provisions of this Master Lease and reciting it shall be held and conveyed subject to the provisions hereof, as part of the DKX Private Hangars.  All improvements to annexed additional property must be substantially completed prior to annexation and shall in any event be consistent in quality with the requirements of the Prime Lease.  

22.
Rights and Obligations of Unit Owners.
(a)  Each assignee (an “Assignee”) of and from the Owner (Developer), by the acceptance of an Assignment and Assumption Agreement in the form attached as Exhibit E (the “Assignment”), accepts the said Assignment subject to all restrictions, conditions, covenants, reservations, liens and charges and to the jurisdiction, rights and powers created or reserved by the Prime Lease and this Master Lease. All rights, benefits and privileges of every character hereby imposed shall be deemed and taken to be covenants running with the land and shall bind any person having at any time an interest or estate in the said land and shall inure to the benefit of such assignee as though recited at length in the Assignment. 

(b)
Any such Assignee shall also be subject to and shall comply with the provisions of the By-laws (Exhibit D) as they may be amended from time to time, and the acceptance of an Assignment shall constitute an agreement that the provisions of the said By-laws and any rules and regulations promulgated thereunder as they may be amended from time to time are assumed, accepted and ratified by such Unit Owner and shall be deemed and taken to be covenants running with the land.

(c)
The terms and conditions of this Master Lease, the By-laws and House Rules, and the Prime Lease may be incorporated by reference in and become part of the agreement between a deed of trust beneficiary and any present or future Unit Owner who enters into such an agreement with a deed of trust beneficiary;  and when so incorporated, any such deed of trust beneficiary exercising its option to declare a default shall then have all of the rights and privileges arising as a result of the default under its agreement with the said Unit Owner.

(d)
Each Unit Owner shall be entitled to one vote and if there are multiple Owners of the same Unit, the single vote as to that Unit is not to be subdivided but counts as one undivided vote.

(e)
There shall be no partition or division of the Common Elements, which shall remain at all times undivided.

23.
Notices.  Notices provided for in the Act, the Master Lease or the By-laws shall be in writing and shall be addressed to any Unit Owner at the address of such Owner’s Unit and, if addressed to the Association or the Board, at _____________________, Knoxville, Tennessee  37920.  

(a)
Notices so addressed shall be deemed delivered,  three (3) days after deposit into the United States Mail, certified, return receipt requested, or when delivered by hand or by courier service.

(b)
The Authority shall be given a copy of any notice permitted or required by this Master Lease to be given to a Unit Owner or Owners or to the Unit Owners Association.  In addition, upon written request to the Board, the holder or beneficiary of any deed of trust recorded and encumbering any Unit shall be given a copy of any such notice given to the owner or owners whose Unit is subject to such deed of trust.  

IN WITNESS WHEREOF, Owner has caused this instrument to be executed this the ______ day of _____________, 2004.


R SQUARED CONSTRUCTION


A Tennessee General Partnership


By: 



                         Partner






By: 















             Partner

STATE OF TENNESSEE
)

COUNTY OF ___________
)

Before me, ________________________, a Notary Public of the State and County aforesaid, personally appeared ____________________ with whom I am personally acquainted (or proved to me on the basis of satisfactory evidence), and who, upon oath, acknowledged ___self to be ____________________ of __________________, the within named bargainor, a general partnership, and that _he as such ______________ being authorized so to do, executed the foregoing instrument for the purpose therein contained, by signing the name of the partnership by ____self as the ___________________.

Witness my hand and seal, at ________________ this the __________ day of ________________, 2004.



Notary Public

My Commission Expires:
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                                                                THIS INSTRUMENT PREPARED BY:


Bass, Berry & Sims PLC (EBF)


1700 Riverview Tower


Knoxville, Tennessee 37902

ASSIGNMENT AND ASSUMPTION AGREEMENT

THIS AGREEMENT, made between R SQUARED CONSTRUCTION, a Tennessee general partnership (“Assignor), and ____________________________, a citizen and resident of _________ County, Tennessee (“Assignee”), as of the ______ day of ___________________, 20___.

W I T N E S S E T H:

WHEREAS, Assignor is the holder of a leasehold estate granted by the Metropolitan Knoxville Airport Authority (the “Authority”) in real property described on Exhibit A hereto; and

WHEREAS,
Assignor has established a horizontal property regime with respect to said real property by Master Lease of record in Book____, page ____, Register’s Office of Knox County, Tennessee; and

WHEREAS, the Authority has agreed that Assignor’s leasehold estate may be assigned in whole or in part; and 

WHEREAS, the Authority has covenanted to accept performance of the Assignor’s obligations by the proportionate discharge of those obligations by individual assignees;

NOW, THEREFORE, Assignor hereby assigns to Assignee all of Assignor’s right, title and interest in Unit No. ____ in the horizontal property regime known as DKX Private Hangars, established by Master Lease of record in Book ____, page ____, Register’s Office of Knox County, Tennessee, together with all rights and interest appurtenant to said Unit.

Assignee assumes a proportionate share of Assignor’s obligations to the Authority, said share to be equal to Assignee’s share of common expenses as set forth in said Master Lease.  Without limiting the generality of the foregoing, Assignee covenants to pay rent to the Authority in the amount of $_________ per annum, in monthly installments on or before the first of each month.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day and date first above written.


R SQUARED CONSTRUCTION


By:
_________________________________


General Partner:
_____________________________


                                        Assignor  


Assignee: 


STATE OF TENNESSEE
)

COUNTY OF ___________
)

Before me, ________________________, a Notary Public of the State and County aforesaid, personally appeared ____________________ with whom I am personally acquainted (or proved to me on the basis of satisfactory evidence), and who, upon oath, acknowledged ___self to be a general partner of R Squared Construction, the within named bargainor, a Tennessee general partnership, and that _he as such general partner being authorized so to do, executed the foregoing instrument for the purpose therein contained, by signing the name of the partnership by ____self as general partner.

Witness my hand and seal, at ________________ this the __________ day of ________________, 2004.



Notary Public

My Commission Expires:

STATE OF TENNESSEE
)

COUNTY OF ___________
)

Personally appeared before me, the undersigned, a Notary Public, ______________, with whom I am personally acquainted, who acknowledged that _he executed the within instrument for the purposes therein contained.

WITNESS my hand, at office, this __ day of ___________________, 2004.

_______________________________________

Notary Public
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