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Part 1. Introduction

The Obihiro City Government (hereinafter collechiveeferred to as the “City”) is
planning to select a Preferred Negotiation Rightddoto implement the Project, etc., for the
Operation of the Airport (hereinafter referred #othe “Project”) at Obihiro Airport (hereinafter
referred to as the “Airport”), for the purpose otdgrally managing the operation, etc. of a
specific local airport (including the businessepudated in Article 2, paragraph (6), items (ii)
through (iv) of the Act on Operation of Nationalrports Utilizing Skills of the Private Sector
(Act No. 67 of 2013; hereinafter referred to as‘tRAgvate Utilization Airport Operation Act”)
for the specific local airport to the extent thae tlanding fees, etc. are collected as its own
revenues) pursuant to Article 14 of the SupplemgnRrovisions of the Private Utilization
Airport Operation Act (hereinafter referred to & t'Airport Operating Business”) and the
building facilities business pertaining to its témal buildings pursuant to Article 25 of Obihiro
City Airport Administration Ordinance (Ordinance N29 of 1980), as well as appoint a special
purpose company (hereinafter referred to as theC"BRncorporated by the Preferred
Negotiation Right Holder, as the operator of thepAit (meaning the operator of a Local
Airport stipulated in Article 14 of the SupplememntaProvisions of the Private Utilization
Airport Operation Act; hereinafter referred to ae toperator”) (hereinafter referred to as the
“Operation Appointment”) and enter into the Agreemeegarding the Project, etc., for the
Operation of Obihiro Airport (hereinafter referréal as the “Project Agreement”) in order to
implement the Project.

In addition, the Civil Aviation Bureau and the Edsipan Civil Aviation Bureau of the
Ministry of Land, Infrastructure, Transport and Tism (hereinafter referred to as the “State”),
the Asahikawa City Government and the Hokkaido Gawent are planning to implement a
similar project in which aviation activities perdaig to the runway, etc., and the Building
Facilities Business are integrally managed at NénitaSe Airport, Wakkanai Airport, Kushiro
Airport and Hakodate Airport (hereinafter referrénl as the “Four National Airports in
Hokkaido”) and Asahikawa Airport and Memanbetsuphitt, which they administer.

A single Preferred Negotiation Right Holder is plad to be selected for these seven
airports in Hokkaido (the Airport, Four Nationalrports in Hokkaido, Asahikawa Airport and
Obihiro Airport; hereinafter referred to as the V&e Airports in Hokkaido") in light of the
background and purposes specified in Part 2.1(3) fsave an SPC incorporated by the
Preferred Negotiation Right Holder to integrallymage the Seven Airports in Hokkaido.

This document stipulates the policies on the imgletation of the Project (hereinafter
referred to as the “Implementation Policy”), in aatance with the Basic Policies on Operation
of National Airports Utilizing Skills of the PrivatSector (MLIT Public Notice No. 1080 of



2013; hereinafter referred to as the “Basic Policitie Guidelines Concerning the Process to
Conduct PFI Projects (effective in December, 2Q%) the Guidelines Concerning the Right to
Operate Public Facilities, etc., and Public Faesit etc., Operation Project (revised in March,
2018), Article 28 of the Obihiro City Airport Admistration Ordinance and other applicable
rules, for selecting the Preferred Negotiation Rigblder to implement the Project, granting

the Operation Appointment to the SPC incorporatethe Preferred Negotiation Right Holder,

and entering into the Project Agreement with therafor in accordance with the Act on

Promotion of Private Finance Initiative (Act No.71&f 1999; hereinafter referred to as the “PFlI
Act”) and the Private Utilization Airport Operatiofict, among others, as applicable to the
Airport Operating Business related to the Airport.

Please note that the City may set out in the Prdjgceement or other documents the
matters regarding the Project that are agreed thpongh competitive dialogue, etc., between
the City and the Preferred Negotiation Right Holdéer publication of the Implementation
Policy.



Part 2. Matters concerning details of the Project
1. Matters concerning details of the Project

1) Administrator of the Airport
Norihisa Yonezawa, Obihiro City Mayor

2 Unit in Charge
Airport Office, Department of Commerce, Industry dafmourism, Obihiro City
Government (hereinafter referred to as the “UniCivarge”)
Address: 41, Nishi 9-sen Naka 8-banchi, lzumichioih@o-shi, Hokkaido
Tel: 0155-64-5320
Email: airport@city.obihiro.hokkaido.jp
Administrative affairs relating to the Implementati Policy are conducted by the
following advisors (hereinafter referred to as tBa&lding Advisors”) on behalf of the Unit
in Chargé®
(i) Ernst & Young ShinNihon LLC
(i) Kansai Law & Patent Office
(iii) Ernst & Young Transaction Advisory Services.CLtd.
(iv) Docon Co., Ltd.

3) Background and purposes of the Project

The Airport was opened in 1981 and has been sefeingiore than 30 years as a sky
gateway to the Tokachi region of eastern Hokka@ogpfissengers from within and outside
Hokkaido, and playing an important role in air spart of the agricultural and farm
products and other cargo from the Tokachi regiohjctwv is one of Japan’s leading
agricultural and dairy farming areas.

The Airport is coined as “Tokachi-Obihiro Airporéind its annual passenger volume in
fiscal 2016 amounted to around 620,000 peopleidolcia Tokachi, which is the country’s
food supply base with the self-sufficiency ratiocezding 1,200% and has a stable
industry based on its primary industry.

In addition, the Airport boasts a high in-serviegerdue to its location in the center of
the Tokachi Plain, a flat plain with long sunlidgidurs fit for take-off and landing, and has

1 Since the Project is the operation, etc. ofex#ie local airport under Article 14 of the Supplentary
Provisions of the Private Utilization Airport Opé&oa Act and not subject to the PFI Act, the intida of a
private business operator stipulated in Part 3 fleainade pursuant to the provisions of Articleo2¢he
Obihiro City Airport Administration Ordinance, witlut the selection as a Qualified Project undeiPtREAct.
Bidding Advisors are selected in each fiscary&he selection for fiscal 2018 will be perfornssparately.
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a potential to contribute to the promotion of walea tourism of Hokkaido and vitalization
the regional economy, including the function asifastitute for New Chitose Airport, which
is located as close as 180 kilometers to the Airpbe function as one of the traffic and
transport bases in Hokkaido with its connectingnssaand highway network and the
function as a sky gateway of the wide-area sigimgetur routes of eastern Hokkaido,
which plays a major role in Japan’s inbound tourigrategy.

Since fiscal 2013, the Airport has been workingsteeamline its operation through
“Integrated Entrustment of Maintenance and Managen®ervices”, which integrally
manages various services such as security, firendef aeronautical lighting and snow
removal. In March 2017, Obihiro Airport Terminal iRling Co., Ltd. added an extension
to the Airport's terminal building and introducelet second passenger route and CIQ
facilities. These measures enabled the Airportctept domestic and international flights,
including chartered international flights, in axilde manner. In March 2018, a spot for
accepting a jumbo jet airplane was added by exdansi the apron and installment of a
drawbridge. The Airport has been undertaking treféarts among others to improve its
value.

However, under the current service entrustmeniesysthe basic airport facilities, etc.
administered by the City and the building faciktieetc. owned by the private business
operators are separately managed, and a unifiedgifel management of the Airport as a
whole is yet to be achieved, with issues to be egi#d to realize its potential.

Against this background, in order to have the Aitgolly play its role, the City aims to
realize a unified and agile management of the Alrpg a private business operator under
the Private Utilization Airport Operation Act, aseoof the airports subject to the Qualified
Project, etc., for Airport Operation of the Sevdrparts in Hokkaido.

4) Application Guidelines etc.

Documents to be disclosed for bidding will be cosgab of the documents listed in
(i) through to (x) below (together with supplemeytanaterials, as well as answers to
guestions to be published on the City’s websitdymother appropriate means and other
documents to be issued by the City in relatiorhtisé documents, hereinafter collectively
referred to as the “Application Guidelines etcridaf any amendments have been made,
the documents reflecting the amendments shall gyevehe documents listed in (i)
through to (ix) are conditions precedent for premadocuments to be submitted for the
first screening (hereinafter referred to as thestFScreening Documents”) and those for
the second screening (hereinafter referred to as'$econd Screening Documents”), as
well as other documents to be submitted for anyeestings in relation to the



implementation of the Project (hereinafter refertedas the “Proposal Documents”). The
documents listed in (i) through to (vii) shall bending on the parties to the Project
Agreement when it is executed.

In addition, supplementary materials to be publisfer the selection of the Preferred
Negotiation Right Holder shall constitute a parttué Application Guidelines, etc., and all
supplementary materials (excluding the referemtialerials) shall be binding on the parties
to the Project Agreement when it is executed, wnidlserwise specified.

(i) Application Guidelines on the Qualified Projeetc., for Airport Operation of the
Seven Airports in Hokkaido (hereinafter referred & the “Application
Guidelines”)

(i) Agreement regarding the Project, etc., for @pien of Obihiro Airport (draft)
(hereinafter referred to as the “Project Agreenfédraft)”)

(iii) Basic Agreement regarding the Project, etor, the Operation of Obihiro Airport
(draft) (hereinafter referred to as the “Basic Agnent (draft)”)

(iv) Free Lease Agreement with respect to Natidtalperty, etc., for the Project, etc.,
for the Operation of Obihiro Airport (draft) (henaifter referred to as the “Local
Government’s Property, etc., Free Lease Agreenuzatft)’)?

(v) Goods Transfer Agreement with respect to thejeet, etc., for the Operation of
Obihiro Airport (draft) (hereinafter referred to #s “Goods Transfer Agreement
(draft)”)

(vi) Required Standards Document for the Projett,, dor the Operation of Obihiro
Airport (draft) (hereinafter referred to as the tRe@ed Standards Document
(draft)”)

(vii) Compilation of related materials

(ix) Selection Criteria for the Preferred Negobati Right Holder for the Qualified
Project, etc., for Airport Operation of the SevempArts in Hokkaido (hereinafter
referred to as the “Selection Criteria for the Brefd Negotiation Right Holder”)

(x) Forms for the Qualified Project, etc., for Aamp Operation of the Seven Airports in
Hokkaido and directions to complete the forms (metféer referred to as the
“Forms and Directions”)

(xi) Referential materials

(5) Anticipated governing laws, etc., for the implentation of the Project
The implementation of the Project shall be goverbgdhe PFI Act, the Private

The agreements will be concluded respectivétly respect to city-owned land and national govesntiand.
The term “Free Lease Agreement with respect toddatiProperty, etc., for the Qualified Project, eix used
as a use permit without charging fees may be usstddd of a free lease agreement.
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Utilization Airport Operation Act and the Basic Ryl as well as the following related
laws, regulations, etc.:
A) Laws and regulations

i) Airport Act (Act No. 80 of 1956)
ii) Civil Aeronautics Act (Act No. 231 of 1952)
iii) Act on Prevention of Damage caused by Airtriibise in Areas around

Public Airports (Act No. 110 of 1967; hereinafteferred to as the “Noise
Prevention Act”)

iv) Public Finance Act (Act No. 34 of 1947)

V) Public Accounting Act (Act No. 35 of 1947)

Vi) National Property Act (Act No. 73 of 1948)

Vi) City Planning Act (Act No. 100 of 1968)

viii) Building Standards Act (Act No. 201 of 1950)

iX) Parking Lot Act (Act No. 106 of 1957)

X) Act on Promotion of Smooth Transportation, etof Elderly Persons,
Disabled Persons, etc. (Act No. 91 of 2006)

Xi) Fire Service Act (Act No. 186 of 1948)

Xii) Act on Maintenance of Sanitation in Buildingsct No. 20 of 1970)

Xiif) Industrial Safety and Health Act (Act No. BT 1972)

Xiv) Air Pollution Control Act (Act No. 97 of 1968

XV) Act on the Rational Use, etc., of Energy (Act. 49 of 1979)

XVi) Act on the Promotion of Effective Utilizatioof Resources (Act No. 48 of
1991)

xvii)  Construction Material Recycling Act (Act NG04 of 2000)

xviii)  Waste Management and Public Cleansing Aait(No. 137 of 1970)

Xix) Construction Business Act (Act No. 100 of 994

XX) Labor Standards Act (Act No. 49 of 1947)

XXi) Working Environment Measurement Act (Act N8 of 1975)

xxii)  Pneumoconiosis Act (Act No. 30 of 1960)

xxiii)  Act on the Improvement of Employment of Giruction Workers (Act No.
33 of 1976)

xxiv)  Road Act (Act No. 180 of 1952)

xxv)  Road Traffic Act (Act No. 105 of 1960)

xxvi)  Road Transportation Act (Act No. 183 of 1951

xxvii) Road Transport Vehicle Act (Act No. 185 D351)

xxviii) Erosion Control Act (Act No. 29 of 1897)

10



XXiX)
XXX)
XXXi)
XXXii)
XXXiii)
XXXiV)
XXXV)
XXXVi)

XXXVii)

Landslide Prevention Act (Act No. 30 of 1958

Water Supply Act (Act No. 177 of 1957)

Sewerage Act (Act No. 79 of 1958)

Forest Act (Act No. 249 of 1951)

Basic Environment Act (Act No. 91 of 1993)

Nature Conservation Act (Act No. 85 of 1972

Noise Regulation Act (Act No. 98 of 1968)

Vibration Regulation Act (Act No. 64 of 18y

Soil Contamination Countermeasures Act (Aa. 53 of 2002)

xxxviii) Act on Protection of Cultural Propertie8d¢t No. 214 of 1950)

XXXiX)
xl)

xli)
xlii)
xliii)
xliv)
xIv)
xIvi)
XIvii)
xIv)

Electricity Business Act (Act No. 170 of 69)

Radio Act (Act No. 131 of 1950)

High Pressure Gas Safety Act (Act No. 2041861)

Survey Act (Act No. 188 of 1949)

Security Services Act (Act No. 117 of 1972)

Basic Act on Disaster Control Measures (Act No. 223961)
River Act (Act No. 167 of 1964)

Local Autonomy Act (Act No. 67 of 1947)

Purification Tank Act (Act No. 43 of 1983)

Other related laws and regulations

B) Conventions and treaties

)
i)

ii)

Convention on International Civil Aviation (Taty No. 21 of 1953)
Agreement under Article VI of the Treaty of Mual Cooperation and Security
between Japan and the United States of Americardeg Facilities and
Areas and the Status of United States Armed Faoncéapan (Treaty No. 7 of
1960)

Other related conventions and treaties

C) Prefectural ordinances

i)
i)

Obihiro City Airport Administration Ordinance
Other relevant ordinances, etc. of the Obil@ity Government

D) Standards to be referred to

)
i)

Commentary on Standards for Construction of gitgCivil Works Facilities
Standard Specifications for Airport Civil WorkStandard Specifications for

11



ii)

Xii)
Xiii)
Xiv)
XV)
XVi)

XVii)

Aeronautical Lights and Power Facility Works, Startt Specifications for
Power Generating Devices, and the standards, @insctguidelines, etc.,
referred to within them

Guidelines on the Maintenance and Adminiswatiof Facilities in Airports,
Guidelines on the Implementation of Constructionrk§dn Restricted Areas,
Guidelines on the Implementation of Snow Removal

Air Transport Security Operation Rufes

Aircraft Noise Measurement and Assessment Manual

Standards on Establishment of Airport Secu@yntrol Regulations (Safety
Part)

Guidelines on Airport Security Control Regutats (Safety Part)

Guidelines on Airport Operations

Standards for Improving a Fire-Fighting and &es System in Airports
Guidelines on Handling Safety Information

Standards for Providing a Safety Managemente3ygsn Airports

Regional Disaster Plans (those establishedebgvant local governments)
Airport Development Reference Manual

Guidelines on Barrier-Free Facilities (ford3anger Facilities)

Guidelines on Eco Airports (for Airport Envirorent)

Guidelines for Providing Smooth Movement, etiy Public Transportation
Other related standards, circular noticés, e

(6) Project period
A) The period of the Project

The period of the Project is the period in whicle thperator carries out the

Airport Operating Business based on the Operatippointment (hereinafter referred

to as the “Airport Operating Business Period”) ahd period in which the operator

carries out the Building Facilities Business (heagter referred to as the “Building

Facility Business Period”) after its acquisition thle shares issued by the Building

Facility operator (hereinafter referred to as tiBifding Facility operator Shares”),

prior to the implementation of the Airport OperatiBusiness.

The Airport Operating Business Period means theogefrom the date of

commencement of the Airport Operating Business ujodfiiiment of the conditions

precedent to the commencement as set out in thedPregreement (meaning the date

4 The Air Transport Security Operation Rules aredfamdards for processing air transport securigirafof the
State and serve as a reference material with regpa@ports other than the national airports.
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of commencement of the Airport Operating Busindssrdinafter referred to as the
“Airport Operating Business Commencement Date”)lthe day preceding the 30th
anniversary of the date the Operation Appointmess granted (hereinafter referred to
as the “Operation Appointment Date”), or if the port Operating Business Period is
extended pursuant to Part 2.1(6)B, until the d&texpiration of such extended period
(hereinafter referred to as the “Airport OperatBigsiness Expiration Date”).

The Building Facility Business Period means theiqoerfrom the date of
commencement of the Building Facilities Busineserémafter referred to as the
“Building Facility Business Commencement Date”) opwolfillment of the conditions
precedent to commencement as set out in the Pragreiement, including acquisition
by the operator of the Building Facility operatdna®es, until the Airport Operating
Business Expiration Date.

Therefore, the period of the Project (hereinaftefemred to as the “Project
Period”) shall be the period from the Building HiigiBusiness Commencement Date
until the Airport Operating Business Expiration 8at

B) Extension of the Airport Operating Businessiéer

If any of the events set out in the Project Agreeimaccurs, the operator may
request that the Airport Operating Business Pesand the Building Facility Business
Period (hereinafter collectively referred to as tAérport Operating Business Period,
etc.”) be extended. In this case, if the City firilat it is necessary for the operator to
recover the damage, additional expenses, etc.rra@uby the operator due to the
occurrence of such event, the Airport Operatingiless Period, etc., may be extended,
upon consultation between the City and the oper&tora period agreed upon by both
parties within the limit specified in Part 2.1(6)Such extension of the period is
hereinafter referred to as the “Agreed Extensiol®. avoid misunderstanding, the
Agreed Extension may be made more than once.

In addition, aside from the Agreed Extension abdvany of the events set out in the
Project Agreement occurs and the City notifiesdperator of its desire to extend the
period by the corresponding date of four years eetbe Airport Operating Business
Expiration Date, the Airport Operating Businessi®kgretc., may be extended to the
Airport Operating Business Expiration Date of amotAirport Operating Business in
Hokkaido (meaning the project specified in Par{Z0)F) that occurs at the latest point
within the limit specified in Part 2.1(6)C (suchtexsion of a period shall hereinafter be

5

The Airport Operating Business Expiration Dpégtaining to the Four National Airports in Hokkajd
Asahikawa Airport and Memanbetsu Airport shall be $ame as that of the Operation of Obihiro Airport
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referred to as the “Public Extension Optidh”)t should be noted that the Public
Extension Option may be exercised only once.

Except for the Agreed Extension and the Public Esitsn Option, no extension of
the Airport Operating Business Period, etc., isipied.

C) The duration of the Operation Appointment

The duration of the Operation Appointment (herdigrafeferred to as the “Initial
Duration of the Operation Appointment”) shall bee tiperiod from the Operating
Establishment Date until the day preceding the a0thiversary thereof.

The duration of the Operation Appointment shall betbeyond the day preceding
the 35th anniversary of the Operation Appointmeate) including where the Airport
Operating Business Period, etc. specified in PAit62B is extended (this limit shall be
recorded on the registry of the Rights to Operd®edlic Facilities, etc’)

The duration of the Operation Appointment shallmigate on the Airport
Operating Business Expiration Date.

It is contemplated that the City will bear repla@ninvestments and other expenses to the exteassary (in
terms of subject, scope, etc.) in the event tras#if-sufficient operation of the Airport is deaine
impracticable during the Public Extension Optionique:

For example, if the Operation Appointment Dat®dober 1, 2019, the date of expiration of th&dhi
Duration of the Operation Appointment shall be 8apier 30, 2049, and even though the Airport Opegati
Business Period is extended, the date of expiratiginshall be no later than September 30, 2054.
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@) Project methods
A) Methods of granting, etc., the Operation Appointtreamd acquisition of the Assets
for Transfer to the operator

The Preferred Negotiation Right Holder who has beetected through the
procedure stipulated in Part 3.2 and has enteredtive Basic Agreement (meaning the
Basic Agreement defined in Part 3.2 (8); the sahadl spply hereinafter) with the City
shall incorporate an SPC whose sole purpose iarty out the Project.

The City shall grant the Operation Appointment e SPC with respect to the
Facilities Subject to the Operation Appointment émiag the Facilities Subject to the
Operation Appointment in Part 5.1; the same shailyahereinafter) and the SPC shall
become the operator. The operator shall entertivedProject Agreement with the City,
and, by the Airport Operating Business Scheduleshi@encement Date, shall complete
the succession of the businesses and acquire theabhes required for the
implementation of the Project (hereinafter referredis the “Assets for Transfer to the
operator” and agreements relating to such tranafer hereinafter referred to as the
“Goods Transfer Agreement”).

B) Method for acquiring the Building Facility operatéhares

The operator that has entered into the Projectéygeat shall acquire the Building
Facility operator Shares from the shareholders efhafter be referred to as the
“Shareholders of the Building Facility operator”)y bthe scheduled date of
commencement of the Building Facility Businessqsulated in the Project Agreement
(draft).

With respect to the methods for transferring tharett mentioned above, a share
acquisition option agreement in which the pricetfansferring all of the shares held by
the Shareholders of the Building Facility operatampproximately 81.72 percent of the
issued and outstanding shares), is set at 1,1500B§en (hereinafter referred to as the
“Building Facility operator Share Acquisition OpticAgreement”) was entered into
between the City and the Shareholders of the Bgldhacility operators (the breakdown
of the transfer price of each share is indicatetthéntable below) It has been agreed that
the contractual status of the City under this agesd, including the right to complete
the transfer of the Building Facility operator Stgrshall be transferred to the operator.

The operator shall acquire from the City the righttomplete the share transfer

8 The terms and conditions for the transfer ofBhéding Facility operator Shares held by the City
(approximately 18.28 percent of the issued andt@uting shares) shall be equivalent to those oBtikling
Facility operator Share Acquisition Option Agreemevith the transfer price being 258,833,500 yen.
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under the Building Facility operator Share AcquusitOption Agreement and exercise
such right and shall obtain the Building Facilifyepator Shares held by the City, thereby
acquiring the Building Facility operator Sharesed®de note that since this is made
through the transfer of the shares, the agreemeittds, entered into by the Building
Facility operator and its employees will be suceeedy the operator unless the
circumstances are exceptiofial.

The City shall assume no responsibility for thef@anance of the agreements by
any person related to the Building Facility oper&bare Acquisition Option Agreement.

C) Treatment of the Building Facilities

In order to secure a preferred right of the Cityptochase the Building Facilities
upon expiration of the Airport Operating Businessi®d, the operator shall, after the
Building Facility Business Commencement Date anthout delay, have the Building
Facility operator enter into a purchase option agrent concerning the Building
Facilities with the City in which the City shall¥y@an option to purchase. The purchase
price of the Building Facilities under the purchapdion agreement shall be their market
price (which shall be determined by the methodséin the Project Agreement).

The Building Facility operator shall make a prowisal registration of the right of
the City to claim the transfer of ownership of tBeilding Facilities based on the
purchase option agreement, at the expense of teeatop or the Building Facility
operator. This provisional registration shall presepriority over other rights (including,
but not limited to, security) created on the BuilgliFacilities.

D) Treatment upon expiration of the Project Period
The Operation Appointment and other matters wiltheated as follows when the
Project ends because the Project Period has e#éctapsed:
a) Operation Appointment
The duration of the Operation Appointment shallmieate on the Airport
Operating Business Expiration Date.

b) Assets, etc., of the operator

Even after the acquisition of the Building Fiégioperator Shares and the fueling facility opgerashares, the
operator shall continuously hire employees of théding Facility operator and the fueling facilibperator
under conditions that do not substantially falldvethe employment conditions concluded at the tife
acquisition of said shares, unless the circumstaceexceptional. In addition, when the operatodifies the
employment conditions of employees of the Buildiagility operator and/or the fueling facility optoaafter
the acquisition of the Building Facility operatdiéBes and the fueling facility operator shares|iegiple
labor-related laws and regulations must be compliitial.
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The operator shall transfer the Facilities Subjedhe Operation Appointment
to the City, or a third party designated by theyGiin the Airport Operating Business
Expiration Date or on a later day designated byGihe

In addition, the City or a third party designatedthe City may purchase, at
market valu®, any asset which is held by the operator or itssisliary or affiliate
(hereinafter collectively referred to as the “opera subsidiary, etc.”) if the City or
the third party deems it necessanjif the City selects a new implementer of the
Project through a bid, the City shall make it aditan for participating in such
bidding that the implementer shall purchase thelevlis a part of such assets at
market value, from the operator or the operatartssgliary, etc.

The operator and the operator’s subsidiary, ete.responsible to dispose of all
assets held by the operator and the operator’'sidiabys etc., for carrying out the
Project, excluding those to be purchased by the @it third party designated by the
City.

With respect to the Airport Site, etc. (as defiriedPart 2.1(10)A)(ii)i)), the
Local Government’s Property, etc., Free Lease Ages#, etc., shall be terminated on
the Airport Operating Business Expiration Date #reloperator shall, in general, clear
the Airport Site, etc., at its own expense andgfenthem to the City or a third party
designated by the City. However, if any asset t@bechased by the City or a third
party designated by the City existing on the Aitp8ite (meaning the Airport Site
located at the address as defined in Part 5.2{&)same shall apply hereinafter), the
portion of the Airport Site on which such assetsexishall be transferred on an as is
basis.

c) Succession of the businesses

In general, the operator shall hand over the basgmto the City or a third party
designated by the City within the Airport OperatiBgsiness Period and shall be
responsible for properly handing over such buse®sasid for ensuring that the Project
is smoothly succeeded by them at its own expensg.prsonnel expenses and other
related costs incurred for such handover by theatpe the City or a third party
designated by the City shall be borne individually.

10

The details of the calculation method for the keiwalue will be presented at the time of annoorar# of the
Application Guidelines, etc.

11 The operator may request the City to set up anmypity of hearing of opinions regarding the scop@urchase

of the expansion investments pertaining to the Bperating Right Facilities as of the Airport Opérgt
Business Expiration Date to be conducted by theadpeduring the Airport Operating Business Period.
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(8)

(9)

Setting and collecting usage fees with resfzetite Project

The operator may, or may have the Building Facitiperator, set usage fees and
collect them as income at their respective disanetis follows: (i) with respect to the
landing fees, etc. (Article 13, paragraph (1) of firport Act) stipulated in Article 14,
paragraph (1) of the Supplementary Provisions af Brivate Utilization Airport
Operation Act, the fees for using the airport awigation facilities and the passenger
(service) facility charge, necessary approval,,eshall be obtained and necessary
notification, etc. shall be submitted as requirgdtlie respective Acts and the Obihiro
City Airport Administration Ordinance; (ii) with spect to the fees to be collected from
air carriers, tenants of the Building Facilitiesdaathers for using the facilities, the
procedures under the related laws and regulatiatedsin Part 2.1(5) shall be followed;
(iiif) with respect to the fees for using the parkifacilities, an advance approval of the
Obihiro City Mayor shall be obtained for the feesbie established (or changes thereof)
pursuant to Article 26, paragraph (3) of the OlmhiCity Airport Administration
Ordinancé?; and (iv) with respect to other fees pertainingthe Project, it shall be
confirmed that it is not prohibited by laws, regidas, etc., to collect these fees as its
own income.

Bearing of costs for the Project
The operator shall be liable for any and all castsirred for the implementation of

the Project unless otherwise specifically set gutA) and B) below or the Project

Agreement.

A) Bearing of the costs for replacement investment

(i) Basic idea for the bearing of costs

The operator shall stipulate in the replacemengstment plan the content of and
costs for replacement investment pertaining to IFasi Subject to the Operation
Appointment (excluding extensions). The City shaiiter into a replacement
investment agreement with the operator annuallysyant to the replacement
investment plan and shall pay the costs for rephace investment within the scope
stipulated in A) (ii) below.

(i) Scope of the bearing of costs

The operator shall propose to the City in the psapdhe total amount of the

costs for replacement investment and the annuakdmvn borne by the City

12

It is planned that the parking fee system psepl by the Preferred Negotiation Right Holdehim $econd
Screening Documents will be approved by the Maytar ghe resolution of the City Parliament pertagto
the Operation Appointment.
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within the upper limit set by the City. The Cityathpay the costs for replacement
investment in accordance with the replacement invest agreements, subject to
the proposed total amount. The consumption taxeslacal consumption taxes
shall be separately paid by the City at the timsuwh payments.

The upper limit set by the City shall be 6,307 ioill yen in total (excluding
consumption taxes and local consumption taxes).

B) Bearing of the costs for operation

(10)

(i) Basic idea for the bearing of costs

The City shall pay the costs for operation of thejért (including replacement

investment for vehicles) within the scope stipulatethe Project Agreement.
(i) Scope of the bearing of costs

The operator shall propose to the City in the psapdhe total amount of the
costs for operation of the Project and the annuwebkdlown borne by the City
within the upper limit set by the City. The Cityathpay the proposed annual costs
in accordance with the procedure stipulated in Breject Agreement. The
consumption taxes and local consumption taxes bleatleparately paid by the City
at the time of such payments.

The upper limit set by the City shall be 7,276 ioill yen in total (excluding
consumption taxes and local consumption taxes). détails of the annual upper
limits set by the City will be presented at the @imf announcement of the
Application Guidelines, etc.

Scope of the Projéét
The scope of the Airport Operating Business shalbb listed in A) through to D)

below and the Building Facilities Business anddbepe of the Airport Operating Business
of the other six airports in Hokkaido and the otA@port Operating Business shall be as

listed in E), F) and G) below. During the ProjeetiBd the operator may or may have the

Building Facility operator or the fueling facilitgperator, entrust or give a contract to a

third party (including the operator’s subsidiaric.® with prior notice to the City, to carry

out any business included in the Project excepefdrusting prohibited businesses set out
in the Project Agreement.

The detailed terms and conditions for implementthg Project, including the

restrictions and procedures to be observed by peeator in entrusting such businesses,

13

See the Application Guidelines, etc., for the dkion of activities between the City and the opmrat the
Airport (draft) concerning the Airport Operating 8oess.
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shall be presented in the Project Agreement (deadt) the Required Standards Document
(draft).

A) Airport Operating, etc., Business (Article 1#tlbe Supplementary Provisions of the
Private Utilization Airport Operation Act)
(i) Basic airport facilities, etc., activities
i) Maintenance and administrati@nof basic airport facilities etc.

v' Maintenance and administration of the runways, ilemdtrip, taxiways,
aprons, etc. (including repair, replacement, imprognt, maintenance,
etc.)

v' Maintenance and administration of the roads in Almport, water and
sewage facilities, rainwater drainage facilitiesc. e(including repair,
replacement, improvement, maintenance, etc.)

v' Maintenance and administration of the buildings emitlental equipment
(including repair, replacement, improvement, maiatee, etc.)

i) Operation of the basic airport facilities, etc.

<

Operation of the runways, landing strip, taxiwagysrons, etc.

v' Operation of the roads in the Airport, water andvage facilities,
rainwater drainage facilities, etc.

v Research on snow and ice, snow removal on the nswaxiways,
aprons, etc.

v" Administration and checkup of the surfaces of theways, taxiways,

aprons, etc. (including operation of the spots emetkup of the runways)

<

Safety management of the restricted zones
v' Administration of obstacles (including administoati of the restricted
surfaces and monitoring of new developments iratieas surrounding the
Airport)
v' Security of the Airport (including walk-around clecand monitoring by
devices)
v" Ridding of birds and animals
v Firefighting in the Airport
v" Rescue in the Airport
iii) Setting of the landing fees, etc., and noafion of the fees to the Minister of
Land, Infrastructure, Transport and Tourism (Adid¥, paragraph (9) of the

14 see Exhibit 1 for the scope of the maintenancesaiministration of the Facilities Subject to thee@qtion
Appointment by the operator.
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Supplementary Provisions of the Private Utilizatisinport Operation Act),
as well as collection of the féés

(ii) Airport Site, etc., administration activities
i)  Administration of the Airport Site of the Airppand the incidental facilities
notified under Article 46 of the Civil Aeronauticéct (hereinafter
collectively referred to as the “Airport Site, €jc.

B) Airport Air Navigation Facility Operating, etc.Business (Article 14 of the
Supplementary Provisions of the Private Utilizatikirport Operation Act)’

i) Maintenance and administration of the airportraivigation facilities
Maintenance and administration (repair, replacemenprovement, maintenance,
etc.) of aeronautical lights and incidental povaailities and machine facilities

i) Operation of the airport air navigation fadis
v' Operation of the aeronautical lights and incidemiver facilities and machine

facilities
iiiy Setting of the fees for using the airport aiavigation facilities and
notification of the fees to the Minister of Landfrastructure, Transport and
Tourism (Article 14, paragraph (9) of the Suppletaen Provisions of the
Private Utilization Airport Operation Act, Articl®4 of the Civil Aeronautics
Act), as well as collection of the fees

C) Environmental measures business
i)  Businesses for preventing problems arising faperating aircraft, including
noise, or for improving the living environment inetareas surrounding the

Airport (Article 14 of the Supplementary Provisiorsf the Private
Utilization Airport Operation Act)

D) Other incidental businesses (Article 14 of tBepplementary Provisions of the
Private Utilization Airport Operation Act)

15 For the following cases, the landing fees, etw]Isiot be collected.

(i) The landing fees, etc., when an aircraft that indpased for diplomatic or official purposes udes Airport
for landing and parking due to an order for aiffitacontrol or other administrative reasons.

(i)) The landing fees, etc., when an aircraft landshemirport for a test flight, lands due to compagli
circumstances after it took off without landingaabther airport or place, makes an emergency |grdlie to
compelling circumstances, or lands pursuant tordardor air traffic control or administrative reens.

Includes the maintenance, management and opeutibe aeronautical lights, etc. installed outgtue
Airport Site by the Obihiro City Government withethelevant local governments. The Obihiro City
Government is responsible for the maintenance thfcgizations and permits relating to such business.
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a) Activities and services which the operator lsbalresponsible for carrying out
The operator shall be responsible for carryingtbatfollowing activities and
services.
(i) Establishment, etc., of regulations
i) Establishing airport service regulations, putilg the regulations and
notifying the Minister of Land, Infrastructure, Tigport and Tourism of the
regulations (Article 16 of the Supplementary Primris of the Private
Utilization Airport Operation Act and Article 12 dhe Airport Act) and
submitting a copy thereof to the Cify*®
i)  Establishing airport security control regulat®and notifying the Minister of
Land, Infrastructure, Transport and Tourism of thgulations (Article 15,
paragraph (1) of the Supplementary Provisions ef Rimivate Utilization
Airport Operation Act and Article 47-2 of the Civlleronautics Act) and
submitting a copy thereof to the City

(i) Airport Site, etc., lease businéds
i) Lease of the land and constructions, etc., enldnd to the City, or a person
designated by the City, without rent
i) Lease of the land and constructions, etc.,lenland to a person designated
by the City, with rent
i) Lease of the land and constructions, etc.ttanland to other third partigs

17

18

19

20

21

The Airport Management Regulations (Ministry of isaort Ordinance No. 44 of 1952) shall not applih®
Project on or after the date of commencement ofAthmort Operating Business (as per Article 4 af th
Implementation Rules of the Act on Operation ofibiaal Airports Utilizing Skills of the Private Sext(MILT
Ordinance No. 63 of 2013)). On the other handpgherator is required to stipulate in the airporviee
regulations the matters required in the Requireddgtals Document (the matters under mutatis mutandis
application of the Airport Management Regulations).

If the operator intends to change the operatingsof the airports, it shall do so upon consuitatiith the
City and the relevant government organizationgwvaaht local governments, etc. (The Obihiro Cityphirt
Administration Ordinance needs to be modified adicmly.)

The operator is required to establish airport sgcaontrol regulations including the matters rigqd by the
Required Standards Document.

Regarding the land and constructions, etc.herand that will be continuously used by the @ity any
person designated by the City, the operator shafld to them or shall have them use such land and
constructions, etc., on the land based on the tarmdsconditions specified in the Project Agreentdraft).
This business may be carried out by the operaiits awn discretion. If the operator intends téegrinto a new
lease agreement concerning the Airport Site withiral party, it shall submit to the City an apptioa for
approval for subleasing as well as a written pleatye a list of officers of the sublessee and oldpproval
from the City. The City will approve the subleasiegcept in special circumstances, as long aspbeator
intends to carry out the necessary businesseswcegin compliance with related laws and regalai
without interfering with airport functions or vidlag public policy, including where the purposeusfng the
land is to carry out amusement businesses or sitméiar businesses or to construct an office obryanized
crime group or other similar building.
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(i) Parking facility business
i) Maintenance and administration of the parkingjlites
i) Operation of the parking facilities

(iv) Bearing of costs for preventive measures agjaircraft hijacking, etc.

i)  The responsibility of the City to pay half ofettcost incurred for security
inspection devises and the security inspection ase the “Outline of
Preventive Measures Against Hijacking etc.” (dedidgy the Cabinet on
August 31, 1973) shall be assumed by the operatac¢ordance with the
required standards.

(v) Attendance at the Council

i) The operator shall endeavor to obtain the urideding and cooperation of
the residents of the neighboring area of the Airfar smooth operation of
the Airport and, when the City sets a meeting sruks the operation of the
Airport, environmental issues in the neighboringaar of the Airport, etc.,
attend such meeting.

ii) The operator shall, when the City proposes lioéding of a meeting to
discuss the operation of the Airport, set and dttginch meeting to provide
information about the operation of the Airport adicuss the matters
necessary for close coordination.

iii) The operator shall, when the City, the Statel dhe Hokkaido Government
proposes the holding of a meeting to discuss ttegiated operation of the
Seven Airports in Hokkaido from the perspectiveHufkkaido as a whole,
set and attend such meeting to provide informatbout the integrated
operation of the Seven Airports in Hokkaido andcdss the matters
necessary for close coordination.

b) Businesses and services prop&sdy the Preferred Negotiation Right Holder
For the selection of the Preferred Negotiation Rigblder by the City, the
applicants (meaning the applicants specified irt Ba&(1)(i); the same shall apply
hereinafter) shall propose the details of the imm@etation of the following
businesses and services. The City shall set oublitigations of the operator in the
Project Agreement and the required standards baisdélle details proposed by the

22 The businesses and services to be proposed sHatlitezl to those implemented by the operator (iditg

those that the operator causes a third party téeimgnt while the operator assuming the contradiaiailities).
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applicant selected as the Preferred NegotiatiohtRiglder.

0] Businesses and services related to enhancemestrandthening of the air
transport networks of the Airport
The policies for and the details of the efforts aogs enhancement and
strengthening of the air transport networks and ateimfor air transport,
including strategic attractions on the basis of dmaracteristics of the
Airports.

(ii) Businesses and services related to enhancemestrandthening of the air
transport network in Hokkaido
The policies for and the details of the efforts aogdvthe enhancement and
strengthening of the air transport network in Ho#kaundertaken in
collaboration with the region by the operator ighli of the importance of
the air transport network in Hokkaido as sociatasfructure.

(iii) Businesses and services related to the promotionidg-area tourism in
Hokkaido
The policies for and the details of the effortgptomote wide-area tourism
in Hokkaido undertaken by the operator, taking ativge of the appeal of
the tourism resources of the various regions in Kdalo and in
collaboration with the related organizations andooeations, the relevant
local governments, etc.

(iv) Businesses and services for a symbiotic relatipnswith local
communities

E) Building Facilities Business

In addition to the businesses included in the BufdFacilities Business,
which the operator is responsible for implementitigg operator may during the
Airport Operating Business Period, or may have Bugding Facility Business
operator during the Project Period, at its own rdison, conduct any business or
service which it deems necessary within the Air@ite to the extent that such
business or service complies with the related lamnd regulations, does not
interfere with the function of the Airport, doestnfll under the amusement
business or other similar business, or an officarobrganized crime group or other
similar office, and is not offensive to public pnli The operator or the operator’s
subsidiary, etc., may carry out any business dgtiwutside of the Airport Site,
from which they earn revenue, etc., from third jeartthowever, excluding those
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activities listed in 2.1.(10)F and G), upon apptafahe City?®
Any company funded by the Preferred NegotiationhRigolder, excluding
the operator and the operator’s subsidiary, etay oonduct, at its own discretion,
any business outside of the Airport Site.

(i) Passenger Building Facility business
i)  The operator has the obligation to implementhave the Building Facility
operator implement, the passenger building factisiness including the
following activities:
Handling passengers
Leasing the facilities to Air Carriers
Leasing the facilities to tenants
Leasing the CIQ Facilities
Security
Leasing the facilities for bus stops, taxy stamstition polls, etc.
Other operating activities of the Passenger Bujdiacilities
Maintenance and administration of the PassengddiBgiFacilities

AN N N N R N NN

In the case of setting the passenger (service)itfacharge, setting and

notifying the passenger (service) facility chargéhim the upper limit

permitted under the Obihiro City Airport Administi@n Ordinance, as well

as collecting the charge

i) The operator may, or may have the Building Kgcoperator, provide the
following services in the Passenger Building Féet#i at its own discretion.

v' Operating directly-managed stores and incidental ander sales (meaning

the Mail Order Sales stipulated in Article 2, paegh (2) of the Act on

Specified Commercial Transactions (Act No. 57 of @9

Administrative agency service for air transport pamies

Advertising

Operating special waiting rooms and pay waitingmedconference rooms)

Lounge service

Event service

Hotel business

N N N N N

Investment in the Passenger Building Facilities

Z tis planned that a framework is to be adoptedtifch prior coordination for approval is made amdne

administrators of the Seven Airports in HokkaidbeTdetails will be presented at the time of anneorent of
the Application Guidelines, etc.
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(i) Cargo Building Facility business
i)  The operator has the obligation to implementhave the Building Facility
operator implement, the cargo building facility imess including the
following activities:

v Handling cargo

v’ Leasing the facilities to Air Carriers

v Security

v’ Traffic guidance

v Other operating activities of the Cargo Buildinghtes

v' Maintenance and administration of the Cargo Bugdtacilities

i) The operator may, or may have the Building Kgcoperator, provide the
following services in the Cargo Building Facilitiasits own discretion:

v Distribution processing service

v' Administrative agency service for air transport pamies

v' Loading and unloading service

v" Investment in the Cargo Building Facilities

(iii) Aircraft fueling service business
The operator has the obligation to carry out tH®Wing business after the
date of commencement of the Airport Operating Bessn
v' Selling fuels for and fueling aircraft and autormebj as well as selling
petroleum products, etc.

(iv) Optional businesses in the Airport Site
i) Any business that the operator considers necgssal voluntarily carries
out in the Airport Site (excluding those specifiadPart 2.1.(10)E)(i)ii) and

(iD)ii)) **

F) Airport Operating Business of the six other airpont Hokkaido
As described in Part 2.1(3), the City plans to wsttithe private sector to
integrally operate the Seven Airports in Hokkaidonf the perspective of, among
other factors, raising the level of marketing calitids of each airport and
enhancing the aviation network and thereby leadimdhe revitalization of the

regional economy which includes the promotion ofdevarea tourism in

24 |f the operator intends to carry out any optldniness prior to the day preceding the dateofrmencement

of the Airport Operating Business, it shall sepalsabbtain permission, etc., to use the AirporeSit
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cooperation with the City. Accordingly, the Airpddiperating Business pertaining
to the Four National Airports in Hokkaido, Asahikawhirport and Memanbetsu
Airport shall be positioned as the Airport OpergtiBusiness of the six other
airports in Hokkaido.

G) Other Airport Operating Business
If the administrator of an airport in Hokkaido otitban the Four National
Airports in Hokkaido, Asahikawa Airport and MemaigeAirport intends to have
a third party operate the airport under his/hertrmdnthe operator may negotiate
with the administrator of that airport in Hokkaido.

(11)  Structure of the Required Standards Docurfaraft)

The operator must place the greatest priority aurseg the safety of air transport
among all the activities in the course of providihg Airport Operation. The City shall
establish required standards for ensuring, amohgrst that the operator properly carries
out the maintenance and administration businessasjucts the operating businesses
contributing to the safety of air transport, prapémplements the environmental measures
business, and carries out investments contributingmprove the convenience of airport
users. Please note that regarding the matters wongethe services in “V. Passenger
Building Facility Business and Cargo Building FagilBusiness” and “IV-1. Parking
Facility Business” in the table below, the City klsat out the minimum necessary matters
in advance, and their details shall be set out wéffecting the matters proposed by the
applicant who has been selected as the Preferrgdtiddon Right Holder in the required
standards. The same manner shall be applied tméteers concerning “IV-3. Businesses
and Services Related to Enhancement and Strengthehithe Air Transport Networks in
the Airport,” “IV-4. Businesses and Services Redate Enhancement and Strengthening of
the Air Transport Networks in Hokkaido” “IV-5. Bustsses and Services Related to
Promotion of the Wide-Area Tourism,” “IV-6. Requirestandards for Businesses and
Services for a Symbiotic Relationship with Localn@aunities.”

The structure of the Required Standards Documeattjds as follows.

Applicable scope of the Project Name of relevant Required
Details of required standards
(Part 2.1.(10)) Standards Document
I. Overall v' Definition of terms; basic I. General Rules
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matters; laws, regulations,
circular notices and others to be
observed; and allocation of

businesses

Required standards for
maintenance, administration an
operation of basic airport
facilities, etc., and airport air

navigation facilities

II-1. Required Standards for
Airport Operating, etc., Business
and Airport Air Navigation

Facility Operating Business

Airport service regulations

II-2. Required Standards for
Airport Service Regulations for

Obihiro Airport

I. Airport Operating, etc.

1I-3. Required Standards for

=

A), Business and Airport Air Airport Security Control
B) Navigation Facility Regulations for Obihiro Airport
Operating, etc., Business| Airport security control (Safety Part)
regulations II-4. Required Standards for
Airport Security Control
Regulations for Obihiro Airport
(Security Part)
Other required standards for II-5. Other Required Standards fq
Airport Operating, etc., Busines| Airport Operating, etc., Business
and Airport Air Navigation and Airport Air Navigation
Facility Operating Business Facility Operating Busine&s
o IIl. Environmental measures Required standards for Ill. Required Standards for

business

environmental measures busing

Environmental Measures Busine

5S

25 |t is planned that the following are set as theuiegl standards, all from the perspective of Hottkais a whole:
efforts toward the growth of the airports and teeelopment of the communities will be made in dudiation
with the local communities will be set as requistandard following a single agreement.
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v IV. Other incidental

v Required standards for

establishing airport service

regulations

(Included in 11-2.)

Required standards for
establishing airport security
control regulations (safety and

security parts)

(Included in 11-3 and 11-4.)

Required standards for parking

facility business

IV-1. Required Standards for

Parking Facility Business

Required standards for cost
bearing for preventive measure

against aircraft hijacking, etc.

IV-2. Required Standards for Cog
Bearing of Aviation Security

Measures

Required standards for
businesses and services relateq

enhancement and strengthenin

IV-3. Required Standards for
Businesses and Services Relate

to Enhancement and

d

—

d

—

2 businesses of the air transport networks of | Strengthening of the Air Transpo
the airport Networks of the Airport
Required standards for IV-4. Required Standards for
businesses and services relateq Businesses and Services Relate
enhancement and strengthenin{ to Enhancement and
of the air transport networks in | Strengthening of the Air Transpo
Hokkaido Networks in Hokkaido
Required standards for IV-5. Required Standards for
businesses and services relateq Businesses and Services Relate
promotion of the wide-area to Promotion of the Wide-Area
tourism Tourism
Required standards for IV-6. Required Standards for
businesses and services for a | Businesses and Services for a
symbiotic relationship with local| Symbiotic Relationship with
communities Local Communities
Required standards for the V. Required Standards for

5 V. Building Facilities passenger building facility Passenger Building Facility

Business

business and the cargo building

facility business

Business and Cargo Building

Facility Business
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(12) Rights and assets, etc., to be obtained acwkeded by the operator
A) Assets to be obtained by the operator prior He Building Facility Business
Commencement Date
(i) Building Facility operator Shares
» The shares issued by the Building Facility operéfare Part 2.1.(7)B))

B) Rights, assets, etc., to be obtained and sueddeylthe operator prior to the date of
commencement of the Airport Operating Business
(i) Administration authorities as the operator
» Administration authorities over the Airport Siteynways, taxiways, aprons,
aeronautical lights, roads and parking facilitiester and sewage facilities,
rainwater drainage facilities, bridges, water seardor fire defense, fences
surrounding the Airport, garages for fire engingsrages for snow removers,
lights on roads and parking areas, the power sufgaifity and the devices
inside it, electricity lines, and others
(i) Rights to use the Airport Site, etc.
» The rights to use the Airport Site, etc., underltbeal Government’s Property,
etc., Free Lease Agreement, etc.
(iii) Assets for Transfer to the operator
» The Assets for Transfer to the operator necessaryAfrport operating the
businesses (including fire engines, snow remotcs)

(13) Treatment of replacement investment, etc.
A) Treatment of replacement investment, etc., fbe tFacilities Subject to the
Operation Appointment
» The operator may, at its own discretion, carry otdintenance on and
administration (replacement investment) of the IRas Subject to Operation
Appointment as long as they meet the required siaisé® However, if the
operator intends to carry out certain maintenancel administration
(replacement investment) set out in the ProjecteAgrent, such as material
changes stipulated in Article 43 of the Civil Aeamttics Act, it shall obtain prior

The City shall bear the costs, at the time of tk@ration of the Project Period, for those investtseamong
the expansion investments pertaining to the FeesliBubject to the Operation Appointment made by th
operator for which certain requirements certairunenents ((i) the collection during the Projectiéa is
difficult and (ii) the City determines that the raiming value of the expansion investments can peard at
the time of the expiration of the business andbildget has been provided based on the calculatthan
agreed upon by the City and the operator in adyaspeified in the Project Agreement are fulfilled.
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approval of the City. The operator may not congtriew investment) or
rehabilitate the Facilities Subject to the Opera#Appointment’

» The City may carry out maintenance and adminismati(replacement
investment) on the Facilities Subject to the Openafppointment if the City
determines such maintenance and administratiordegsary on public interest
grounds.

» The City shall conduct construction works of theway and the taxiway by the
following schedule. The runway construction worlalstbe completed on or before
October 31, 2020 and the taxiway construction vsiréll be completed on or before
October 31, 2028 The City shall compensate the operator or anyl thérty for the
damages which may be incurred due to road surfacégitions of the relevant area or
the construction work before the completion of thgiway construction wofk,
unless any such damage is attributable to the &dutie operator or the third party.
The facilities subject to these construction waskall automatically be treated as part
of the Facilities Subject to the Operation Appoiatrhand subject to the effect of the
appointment.

» Any of the Facilities Subject to the Operation Appment for which
maintenance and administration (replacement investirhas been carried out
by the City or the operator shall belong to theteStar the City, and the
operation, etc., of the facility shall be carried by the operator.

B) Treatment of replacement investment, etc., foon{Dperation Appointment
Facilities
» The operator may, at its own discretion, carry mwestment (not limited to
maintenance and administration (replacement investyhfor the Non-Operation
Appointment Facilities (as defined in Part 5.1)@wy as they meet the required
standards in gener&**
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See Exhibit 1 for the scope of the maintenanceaamainistration of the Facilities Subject to thee@gion
Appointment by the operator.
The City shall, upon the request of the operatistlose the information regarding these construatiorks.
The City shall release the operator from the oliligeto repair the area subject to the construatork prior to
the completion of the construction work.
However, when the operator, or the Building Faciperator, carries out work on the Building Fiieis
requiring rearrangement or the new constructiotheffacilities related to customs, immigration @ugrantine
(hereinafter referred to as the “CIQ Facilitiegdjior approval of the City shall be obtained foclsuvork.
The operator may request the City to set up anmppity of hearing of opinions regarding the scope
purchase of the expansion investments pertainitigetdon-Operating Right Facilities as of the Aipo
Operating Business Expiration Date to be condubyetthe operator during the Airport Operating Buseie
Period.
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(14) Planning and reporting
A) Planning
»  With respect to the Project, the operator shalpgre a project plan for the entire
Airport Operating Business Period (Master Plan) andid-term project plan for
every five fiscal years and a single year projetanpand a replacement
investment plan for every fiscal year and subrrétitto the City.
» It shall contain investment plans including the gmses of ensuring safety and
operating stability and improving convenience.
» The operator shall carry out the Project in acaocdawith the submitted plans.
B) Reporting
» During the Airport Operating Business Period, thgerator shall prepare the
reports, etc., set out in the Project Agreementsatunit them to the City.

(15) Dispatch, etc., of personnel from the Citythe operator in relation to the Airport

Operating Business

The operator may, if so desires, request thatGQhe dispatch its personnel in
relation to the Airport Operating Business. The ¢altegories, the number of people to be
dispatched, the dispatch period and other dethdd be determined through competitive
dialogué® The anticipated job categories are listed bePersonnel expenses required in
connection with the dispatch of personnel are basethe standards of the City and shall
be borne by the operator. Other details such akimgrterms shall be specified in an
arrangement to be entered into between the appahthe personnel of the City and the
operator prior to the scheduled date of commenceonfahe Airport Operating Business.

»  Civil engineering personnel
»  Electricity personnel
» Operation personnel (including security and diggstevention)
* The civil engineering personnel and electrigigrsonnel also serve as the operation
and security and disaster prevention personnel.

(16) Consideration for the Project to be paidh® dperator
The operator shall pay the following consideration
(i) Consideration for the acquisition of the Buildi Facility operator Shares described
in the Building Facility operator Share Acquisiti@ption Agreement; and

32 The conditions including the maximum number of gedp be dispatched will be presented at the tifne o
announcement of the Application Guidelines, etc.

3 The currency to be used for the payments shatiédapanese yen.
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(i) Consideration for the acquisition of the Assé&ir Transfer to the operator under the
Goods Transfer Agreement

With regard to consideration (i) above, the operagball directly pay to the
Shareholders of the Building Facility operator #rvaeount and by the method specified in
the Building Facility operator Share Acquisition @p Agreement on the future date
specified by itself at the time of exercising tight to complete the share transfer and the
business transfer.

With regard to consideration (ii) above, the oparatall pay to the City the amount
and by the method determined in accordance withptbeedures in Part 3.2(14) for the
acquisition of the Assets for Transfer to the ofmraThe consumption taxes and local
consumption taxes shall be separately paid airtteedf such payments.

Unless otherwise separately set out in the Préigotement, the City will not return
or reduce the consideration to the operator in (ii)
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Part 3. Invitation and selection of a private busiess operator

1. Basic idea of the invitation and the selectioof a private business operator
The City shall invite private business operatorsciidesire to participate in the
Project by publishing the Application Guidelines;.eand select a Preferred Negotiation
Right Holder, whilst ensuring the transparency fichess of the Project. The selection of
the Preferred Negotiation Right Holder for the Baobjshall be made by a publicly-tendered
proposal method which is a type of competitive nieged agreement.

2.  Procedures and methods for selecting a PrefedeéNegotiation Right Holder

The City shall select a Preferred Negotiation Rigbtder by the below procedure.
Please refer to Part 9.2 for the schedule in theduThe schedule after the publication of the
Application Guidelines, etc., will be updated i thpplication Guidelines, etc.

1) Establishment of the Screening Committee

For the purposes of selecting the applicants dedlifo participate in the second
screening (hereinafter referred to as the “Secamde®ing Participants”) (such selection is
hereinafter referred to as the “First Screeningitj aelecting a Preferred Negotiation Right
Holder, etc. (hereinafter referred to as the “SecBereening”), a screening committee
composed of experts and other appropriate peopleitrafter referred to as the “Screening
Committee”) for the objective evaluations shalldstablished to hear the opinions of the
Screening Committee about the Selection Criteriatf® Preferred Negotiation Right
Holder, the details of these evaluations and otetted matters. The screening of the
proposals from the applicants of the seven airgariscluding the Four National Airports
in Hokkaido, Asahikawa Airport and Memanbetsu Amp planned to be conducted
collectively by the Screening Committee.

The members of the Screening Committee shall belodisd at the time of
publication of the Application Guidelines, etc.,dathe meetings of the Screening
Committee shall not be available to the public.

2 Publication of the Application Guidelines, et&nd holding an explanatory meeting
The City will publish the Application Guidelinesice for the Project on the website
of the City and by other appropriate means.
Please note that a meeting will be planned to @xpiee Application Guidelines, etc.

34 The screening committee will be established byStste on behalf of the administrators of the Seigsort in

Hokkaido.
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3) Receipt of questions on the Application Guited, etc., and publication of the
answers
(i) Receipt of questions
The City will accept questions concerning the mattgated in the Application
Guidelines, etc.

(i) Publication of answers

The City will publish the questions concerning theatters stated in the
Application Guidelines, etc., and the answers &sé¢hquestions on the website of the
Civil Aviation Bureau of the MLIT and by other aggriate means.

4 First Screening

(i) Receipt of the First Screening Documents

Any applicant desiring to participate in the Figgreening (hereinafter referred to
as the “First Screening Participants”) shall prepand submit a statement of
participation and the First Screening Documentsageordance with the Forms and
Directions.

If the City has not received the First Screeninguoents from two or more First
Screening Participants, the City may not procedt thie implementation of the Project.

(il) First Screening methods

In the First Screening, the Screening Committed! siceeen the First Screening
Participants who have been confirmed as satisfiliegrequirements based on the First
Screening Documents they submitted. The Screeniogin@ttee shall screen the
submitted documents in accordance with the Selectwiteria for the Preferred
Negotiation Right Holder.

Based on the screening result, the City shall selpdo three Second Screening
Participants. The concrete Selection Criteria far Preferred Negotiation Right Holder
will be presented when the Application Guidelinets,, are published.

(iii) Notice of First Screening results

The City shall notify the First Screening Particifg of the First Screening
results.
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(5)

Holding of a competitive dialogue etc.
Once the First Screening has been completed, the V@il hold a competitive

dialogue, etc., with the Second Screening Partidgpgrior to the submission of the Second

Screening Documents and adjust the Project Agregrttenrequired standards, and other

necessary matters based on the outcomes of tlugydéal

(6)

The competitive dialogue, etc., will be held asdok:

(i) The City will hold an explanatory meeting fdret Second Screening Participants.

(i) Opinions will be exchanged among the Secone&aing Participants and the City,
the relevant local governments and the relevaninbas operators, etc. (several
meetings are scheduled to be held for each Seowea8ng Participant).

(i) The Project Agreement (draft), the Require@dr&lards Document (draft) and other
documents will be adjusted by the City.

Second Screening
(i) Receipt of the Second Screening Documents
The Second Screening Participants shall submiSt#wmnd Screening Documents
in accordance with the Forms and Directions. Thg @iay accept additional questions
prior to the submission of the Second Screeningub@nts.
If none of the Second Screening Participants habengted the Second Screening
Documents, the City shall not implement the Project

(i) Second Screening methods

After the submission of the Second Screening Docusneéhe Second Screening
Participants will be provided with opportunitiesrtaake a presentation to the Screening
Committee concerning their respective proposals.

In the Second Screening, the Screening Committedl skreen the Second
Screening Documents submitted by the Second Sogdarticipants who have been
confirmed as satisfying the participation requiraeimseand the required standards. The
Screening Committee shall screen the submitted rdents in accordance with the
Selection Criteria for the Preferred NegotiatiogiRiHolder and give due consideration
to the proposed details confirmed during the priegiem etc.

The specific Selection Criteria for the Preferreglghitiation Right Holder will be
presented when the Application Guidelines, ete pablished.

(iii) Selection of a Preferred Negotiation RightIHier, etc.
Based on the screening result of the Screening Guieanthe City shall prioritize
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the Second Screening Participants and select theipant in the first place as the
Preferred Negotiation Right Holder and the par&aipin the second place as the second
negotiation right holder.

(iv) Notice of Second Screening results
The City shall notify the Second Screening Paréinip of the Second Screening
results.

@) Announcement of screening results
Once the Preferred Negotiation Right Holder hasnbselected, the City shall
promptly publish the screening results (includihgttof the First Screenifiy and the
evaluation process in the screening on the webéitee City.

(8) Execution of the Basic Agreement

The Preferred Negotiation Right Holder shall prosmpenter into the basic
agreement (hereinafter referred to as the “Basicedment”), based on the Basic
Agreement (draft) amended through competitive djaéy with the City.

If the Basic Agreement is not promptly entered intith the Preferred Negotiation
Right Holder, or it becomes apparent after the eties of the Basic Agreement that the
Project Agreement will not be entered into, theyQitay perform the procedure for
entering into the Basic Agreement with the secoeglotiation right holder (in accordance
with the order of priority determined in the Sec@uteening) as the Preferred Negotiation
Right Holder. Please note that the City in genwiflinot accept any further amendments
to the Basic Agreement (draft) which is amendedufh competitive dialogue.

(9) Incorporation of SPC
Upon the execution of the Basic Agreement, thedPrefl Negotiation Right Holder
shall promptly incorporate a stock company stipddh the Companies Act (Act No. 86 of
2005) as an SPC that integrally operates the saiveorts as described in Part 1.
Please note that if the Preferred Negotiation Rigbider desires to hold the shares
of the SPC indirectly, the Preferred NegotiatiogtRiHolder shall, as a general rule, make
a specific proposal in the First Screening Documemincerning the capital relationship
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However, the matters that may harm the rights, aitiye position or other legitimate interests lof fprivate
business operator if disclosed (for example, théigroof the presentations made by the privaterimss
operator, proper nouns, specific numerical figimefuding expenses and ideas unique to the privastness
operator) and information that may allow identifioa of the names of the Screening Committee mesnber
shall be excluded.
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between the Preferred Negotiation Right Holder #mel SPC. Upon passing the First
Screening, the Preferred Negotiation Right Holderynmncorporate the SPC in a form
approved by the City upon consultation with they@liirough competitive dialogéfe

(10)  Preparation for operation by the Preferreddtiation Right Holder
Together with the preparation for the incorporatidrthe SPC and the execution of
the Project Agreement, the Preferred NegotiatioghRHolder may, to the extent that
cooperation of the City and the Building Facilitpevator is available, conduct on-site

examinations in order to prepare for operation.

(11)  Grant of the Operation Appointment and exiecudf the Project Agreement
The City shall, upon the resolution of the HokkaRiefectural Assembly, grant the
Operation Appointment to the SPC promptly upon iitsorporation and grant the
Operating Right to the SPC. The City and the operahall enter into the Project
Agreement in accordance with the Project Agreemfriaft) amended through
competitive dialogue. In general, the City will rextcept any further amendments to the
Project Agreement (draft) which has been amendedigih competitive dialogue.
Furthermore, the City shall fulfil the conditionstsut in the Project Agreement,
including the following proceedings, after the exi®an of the Project Agreement and by
the date of commencement of the Airport OperatingiBess.
() Execution of the Goods Transfer Agreement witle operator concerning the
Assets for Transfer to the operator
(i) Execution of the Local Government's Properyc., Free Lease Agreement with
the operator concerning the Airport Site, etc.
The City shall publish the matters stipulated irntide 14, paragraph (6) of the
Supplementary Provisions of the Private Utilizatidbinport Operation Act on the website
of the City.

(12)  Treatment upon addition of Voting Sharehadder
Notwithstanding the provision of Part 4.4(2), ietbperator or a Voting Shareholder
(meaning the Voting Shareholders defined in Pait2}; hereinafter the same shall apply)
requests during the period from the execution ef Pinoject Agreement until the date of
commencement of the Airport Operating Business thatVoting Shares (meaning the
Voting Shares defined in Part 4.4(2); the same sipglly hereinafter) be newly issued to a

36 Indirect holding, etc. of the shares of the SPQl éhelude investment limited partnerships and &mi
frameworks thereto.
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third party other than the Voting Shareholdershwiite holding ratio of the Voting Shares
of up to 10%, the City shall approve such requesty if the subscriber to the Voting
Shares satisfies the participation requirementsispeé in Part 3.3(2) through to (4) and
such addition meets the conditions specified irt B&(1)(iv) while also the new issues of
such Voting Shares are considered as not beingdrdrice to the implementation of the
Project.

However, if the Voting Shares are newly issued rig ather Applying Company
(meaning the Applying Company defined in Part 3@(lhereinafter the same shall apply)
or to any entity that was a Consortium Member (nmeathe Consortium Members defined
in Part 3.3(1)(ii); hereinafter the same shall gpgincluding any other company, etc., in
cases where such Applying Company or entity opésent company, a subsidiary or an
affiliate is an affiliate of such other company.&t (hereinafter collectively referred to as
the “Relevant Company”), as well as any other camgpatc., in cases where the Relevant
Company or its parent company, a subsidiary or félate is an affiliate of such other
company, etc.) in cases where the Preferred NeigotiRight Holder is a Consortium, the
new issues of the Voting Shares shall be on theliton that the holding ratio of such
Voting Shares by such Applying Company or entitgglaot exceed the holding ratio of the
\Voting Shares by any of the Consortium Members thee Preferred Negotiation Right
Holder.

The subscriber to the Voting Shares shall submi 8hareholder's Covenant
Document (meaning the Shareholder’s Covenant Dontngefined in Part 4.4(1);
hereinafter the same shall apply) to the City.

Please note that this provision does not intentinder the Consortium Members
from entering into an arrangement that prohibitsssuption to the Voting Shares issued by
the operator incorporated by any other Consortietected as the Preferred Negotiation
Right Holder prior to the application.

(13)  Transfer of the shares and commencemenedBtiiding Facilities Business
The operator shall acquire the Building Facilityecgtor Shares in accordance with
the method of transfer specified in Part 2.1(7)BY @ommence the Building Facilities
Business.
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The parent company shall mean those defined inl&r2, item (4) of the Companies Act.

The subsidiary shall mean those defined in Artglégem (3) of the Companies Act.

The affiliate shall mean those defined in Artigleparagraph (3), item (20) of the Ordinance fofoEsement of
the Companies Act (Ministerial Order of the Minysof Justice No. 12 of 2006).

The company, etc., shall mean those defined iiclarg, paragraph (3), item (2) of the Ordinanae fo
Enforcement of the Companies Act.
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(14)  Acquisition of Assets for Transfer to the oyier

The operator will acquire the Assets for Transtethie operator from the City on the
date of commencement of the Airport Operating Bessn

The procedure for the transfer of the Assets f@n$fer to the operator shall be as
follows: The operator shall submit a written estienavith respect to the target price
prepared by the City in accordance with Article 23f the Obihiro City Contract
Regulations. If the operator has submitted an g¥fe@stimate equal to or more than the
target price, the City and the operator shall eimér the Goods Transfer Agreement
concerning the Assets for Transfer to the operdtbe operator shall make a lump-sum
payment of the consideration by the day designbtedhe City in accordance with the
Goods Transfer Agreement and acquire the Assetbrémsfer to the operator.

The list of the Assets for Transfer to the operatathe Referential Materials, etc., shall

be updated by the City prior to the commencemetheftransfer procedure and presented

to the operator.

(15) Commencement of the Airport Operating Business

The operator shall commence the Airport OperatingsilBess on the date of
commencement of the Airport Operating Businessosétin the Project Agreement. The
conditions precedent to commencement are fulfillnoérthe obligations under the Project
Agreement, including the completion of the condinrc work relating to the runway as
stipulated in Part 2.1.(13) by the City and the ptation of succession of the businesses
from, and the receipt of the transfer of the AsdetsTransfer to the operator by, the
operator. Please note that the City plans to cadpén the succession of the businesses by
the operator to the extent necessary and posdineeier, the City shall assume no
responsibility even if such succession would nottm@pleted).

(16)  Treatment of the Proposal Documents
The Proposal Documents shall be treated as follows:

(i) Copyrights

The copyrights of the Proposal Documents shall izelto the person who has
submitted such Proposal Documents. The City, treeStAsahikawa City and the
Hokkaido Government (hereinafter referred to ag ‘@ity, etc.”) may use the Proposal
Documents (including materials and videos distebuat the time of presentations), in
whole or in part, without charge, for publishing tRroject or any other occasion as may

be deemed necessary by the City, etc.
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The Proposal Documents will not be returned.

(i) Patents and other rights

The City, etc., shall assume no responsibilityimgigrom consequences of using
maintenance and administration methods, etc., owdan the proposed details, which
are subject to a third party’s right protected untte laws of Japan, such as a patent
right, a utility model right, a design right andrademark right.

(iii) Disclosure of the Proposal Documents

The City, etc., may disclose parts of the Prop@saiuments (including materials
and videos distributed at the time of presentajiassmay be necessary.

When the disclosed Proposal Documents contain amyent (such as special
techniques and know-how) which would infringe oe tights, competitive position, or
other reasonable interest of the submitter, thengitdr shall make a statement to that
effect.

(iv) Inconsistency in the proposed details
If there are any inconsistencies between the fggumages, etc., presented and the
details in written documents, the details in writtlbcuments shall supersede the figures

or images.

(v) Obligations to perform the proposed details

With regard to the proposals presented to the @ity, at each of the screening
stages by the Preferred Negotiation Right Holdbe bperator shall assume the
obligation to perform them. If any presentationyéndeen held, the questions on the
proposal details asked during the presentationsl@adnswers to them shall be treated

in the same manner.

(17)  Cancelation of the bidding
If the City determines that it is inappropriateitgplement the Project, the Hokkaido
shall cancel the bidding without selecting a Pref@Negotiation Right Holder even after
the commencement of the bidding.
In this case, the City shall publish the decisiontloe website of the City and by
other appropriate means.
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3. Participation requirements for applicants®

1) Composition of an applicant
(i) An applicant shall be a single company (heriéaraeferred to as the “Applying
Company”) or a group composed of multiple compatheseinafter referred to as
the “Consortium”), which plans to carry out the inesses listed in Part 2.1())

(i)  The applicant shall specify the name of thggijing Company or the names of the
companies forming the Consortium (hereinafter refitto as the “Consortium
Members”) and its role or their respective roled ather related matters in
carrying out the Project.

(iii) If the applicant is a Consortium, it shallespfy a company from the Consortium
Members which represents the Consortium (hereinedterred to as the
“Representative Companydnd specify a company from among the Key
Consortium Members which represents the Consorthereinafter referred to as
the “Representative Company”). The Consortium Meammiball submit the power

of attorney specified in the Forms and Directiond auch Representative Company
shall conduct the application procedure.

(iv) The Applying Company or the Consortium Membeihsll fund the operator and
receive all Voting Shares (however, excluding tases specified in Part 3.2.(9)). If
the Applying Company and the Consortium that pasisedrirst Screening intend to
add a Consortium Member by the time of the submisef the Second Screening
Documents, such addition may be performed onlpihlof the conditions in items
i. and ii. below are satisfied:

i. that the Applying Company at the time of subneissor the First Screening or
the Key Consortium Members designated by the Cdtinsorin the First
Screening Documents are, in total, within the saofpeceiving the majority of
the voting shares of the operator (in the casehef addition of the Voting
Shareholders specified in Part 3.2(12), the mgjmitthe Voting Shares after
such addition); and

ii. that the number of the Voting Shares of theeatd@onsortium Member does not

38 The State, the Asahikawa City Government, the @biGity Government and the Hokkaido Governmentlshal
verify if the participation requirements are satidfand the result shall be confirmed among theiaidtrators.

39 The companies shall include investment limited rghips and similar frameworks thereto.
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exceed the number of the Voting Shares of the ApglyCompany or the
member who receives the largest number of sucheshamong the Key
Consortium Members.
If the applicant desires to indirectly hold the isaof the SPC, the applicant shall
follow the procedure stated in Part 3.2(9).

(v) After the submission of the First Screening Dments no withdrawal shall be
allowed, as a general rule, to the Applying Compémy Representative Company,
or the Consortium MemberAny addition of a Consortium Member after the
submission of the First Screening Documents magllbeved only if it is before the
submission of the Second Screening Documents,hendrttity to be added as the
Consortium Member satisfies all of the requiremémt3art 3.3(2) and (4) and such
addition of the Consortium Member satisfies thedittons specified in Part
3.3(1)(iv). In other cases where circumstanceg avisere changes (including
withdrawals; hereinafter the same shall apply ia garagraph) to the Consortium
Members are unavoidable, the City can permit tiebsmge$® Furthermore, if the
Applying Company or the Consortium Members haveobezdisqualified due to
failing to meet the participation requirementsedain Part 3.3(2) through to (4), or
a person controlling the Applying Company or then€mtium Members has
changed (including cases where the Applying Compmarifie Consortium
Members is recently controlled by a third persdmdy shall promptly notify the
City of these matters.

(vi) After submitting the First Screening Documernitse Applying Company or any of
the Consortium Members shall not be allowed torixgteer Applying Company or
a member of another Consortium.

2 Common participation requirements for the AppdyCompany and the Consortium
Members
(i) Any person who does not fall under Articlesattd 71 of the Order of Budget,
Settlement and Accountiffgand any person who does not fall under Article-467
of the Order for Enforcement of the Local AutonoAut (Cabinet Order No. 16 of
1947)

It is planned that a framework is to be adoptedtiich prior coordination for the approval of theadlge in the
Consortium Members is made among the administrafaise Seven Airports in Hokkaid@he details will be
presented at the time of announcement of the Agidic Guidelines, etc.

As to a foreign corporation, the City must be ableonfirm that the foreign corporation satisfieguirements
equal to those specified in (i), (ii) and (iii) fis (2) under its applicable laws and regulations.
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(i) Any person who does not fall under the groufarsdisqualification of a private
business operator to implement a Qualified Praggpulated in Article 9 of the PFI
Act

(i) Any person against whom a petition for the commererg of reorganization
proceedings under the Corporate Reorganizatiorf#aitNo. 154 of 2002) or
rehabilitation proceedings under the Civil Rehadiion Act (Act No. 225 of 1999)
has not been filed

(iv)  Any person who has not suspended their designpticsuant to the Guidelines on
Actionsof Suspension of Designation, etc., on Contraagt€finstruction Work
under the Jurisdiction of the Civil Aviation Bure@i{u-Kei No. 386 of 1984) by
the Director-General of the Civil Aviation Bureafitbe MLIT, the Guidelines on
Actions of Suspension of Designation, etc., for Iiea Participants in
Competitive Bids of the Asahikawa City Governmehdahi-Kei No. 87 of 2004)
by the Asahikawa City Government, the Guidelindategl to Actions of
Suspension of Designation, etc., on Contracts ors@Guction Work, etc., of the
City (enacted on December 1, 1994) by the CitsherGuidelines on
Administrative Processes for Suspension of Designdibr Qualified Participants
in Competitive Bids Kyoku-so No. 461 of 1992) by the City, during the period
from the deadline for the submission of the Sec®agtening Documents until the
selection of the Preferred Negotiation Right Halder

(v) Any person who satisfies all of the followingquirements:

i. any person who is not delinquent in any of Had#ka prefectural taxes
(excluding Hokkaido inhabitant taxes and local conpgtion taxes), Asahikawa
municipal taxes (limited to cases where the heéidepfa branch office, etc., is
located in Asahikawa City), Obihiro municipal tax@mited to cases where the
head office, a branch office, etc., is located binlo City) and enterprise taxes
and municipal taxes (Tokyo prefectural taxes ind¢hse of a special ward) of
the prefecture where the applicant is based (ekuuchses where the applicant
has an obligation to pay Hokkaido prefectural teesl consumption taxes and
local consumption taxes as of the deadline for shbmission of the First
Screening Documents

ii. Any person who does not fall under any of thlowing:

A) any person who falls under an organized crinmpgrstipulated in Article 2,
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item (1) of the Asahikawa Municipal Ordinance fdinkinating Organized
Crime Groups (Ordinance No. 16 of 2014), a membearp organized
crime group stipulated in item (2) of the samecéetia business operator
related to an organized crime group stipulatedriicke 7, paragraph (1) of
the same ordinance or the provisions in Articleofithe same ordinance;

B) any person who falls under an organized crinoeigrstipulated in Article 2,

C)

item (1) of the Obihiro Municipal Ordinance for Einating Organized
Crime Groups (Ordinance No. 29 of 2013), a membearo organized
crime group stipulated in item (2) of the samecéetor a business operator
related to an organized crime group stipulatedtémi(3) of the same
article; and

an organized crime group stipulated in Articlet@m (1) of the Hokkaido
Prefectural Ordinance for Promoting Elimination ©fganized Crime
Groups (Hokkaido Prefectural Ordinance No. 57 df®0a member of an
organized crime group stipulated in item (2) of saene article, a member,
etc., of an organized crime group stipulated imi{@) of the same article
or a business operator related to an organizedecgroup stipulated in
Article 7, paragraph (1) of the same ordinance.

(vi) Any person who does not fall under any of itleens (i) trough to (vi) below or who

does not have a certain relationship with any e$éhpersons in terms of capital,

personnel or other affaffs
Ernst & Young ShinNihon LLC

iv.

V.

Vi.

Anderson Mori & Tomotsune

Kansai Law & Patent Office

Ernst & Young Transaction Advisory Services (dd.
Docon Co., Ltd.
Tomohito Ozawa Certified Tax Accountant Office

(vii) Neither a person who is any of the Biddingwsbrs of the City, etc., nor a person

who has a certain relationship with these peopterims of capital, personnel or

other affairs
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“A person who has a certain relation with anyhefim in terms of capital, personnel or other effashall be

cases where the person is in a parent company sumsédiary relationship as stipulated in Articlat@m (iii)
or (iv) of the Companies Act. The same shall apyaseinafter.
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(viii)Neither a person who is a company to whicly afithe members of the Screening
Committee belongs nor a person who has a certitiareship with such company
in terms of capital, personnel or other affairs

(iX) Neither a corporation (excluding a companyd anJapan, meaning any of the
Administrative Organs of the State stipulated itidde 3, paragraph (2) of the
National Government Organization Act (Act No. 120.648) and the Cabinet
Office) to which any of the members of the Scregr@ommittee belongs, a
company in which 1 % or more of the voting rightsalh shareholders are held by
such corporation, nor a person who has a certétiaeship with the company in
terms of capital, personnel or other afffireowever, this shall not apply to a stock
company listed in a Financial Instruments Exchastgrilated in Article 2,
paragraph (16) of the Financial Instruments anchBrge Act (Act No. 25 of
1948).

(x) Any person who does not appoint any of the gressspecified in (vi) through to (ix)
above as an advisor concerning the selection dPthgct

(xi) An officer (whether full-time or part-time) leging to the bidding does not serve
concurrently as an officer (whether full-time orggame) of the Building Facility
operator, fueling facility operator or parking fiitgi operator (Chitose Tourist
Association) of the Seven Airports in Hokkaido owdafter the moment that a
statement of interest is prepared and submittedd@ordance with the provisions of
Forms and Directions following the disclosure o #pplication Guidelines

(xii) In the case that a company, whose officeemployee serve concurrently as an
officer or an employee of the Building Facility eptor, fueling facility operator or
parking facility operator (Chitose Tourist Assoma in the way which does not
violate the provision of (xi), participates in thelding, the company submits a
commitment letter stipulating that (a) the comptakes measures to prevent the
transference of the information regarding the bigdietween the officer or the
employee and the department to which the officeheremployee belong, and the
department which considers the bidding, (b) themamy shall not take any action
to prejudice the fairness and the transparenclieobtdding, (c) the company

43 For example, if any of MLIT’s personnel becomesenther of the Screening Committee, any unlisted emyp
etc., whose shares are held by the MLIT falls unidisritem.
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understands that, if the company violates the gromiof (a) and/or (b), the
company (in the case that it is the Applying Conypar the Consortium (in the
case that it is a member of the Consortium) steatlisqualified for the bidding and
(d) others at the time of the submission of thetFcreening Documents to the
City in the name of the company (in the case thiatthe Applying Company) or in
the joint name of the Representative Company oiesortium and the company
(in the case that it is a member of the Consortium)

(xiii) The operator shall not become a subsidiaram affiliate of an operator of
international air transport services or an operataomestic scheduled air transport
services as defined in Article 2, paragraphs (1) (@0) of the Civil Aeronautics
Act, its parent company, their subsidiaries, or affijiates thereof or its
subsidiaries (hereinafter collectively referrechtothe “Air Carriers, etc.”).

In addition, the operator shall not be a compamytath more than one-third of
the total number of the Voting Shares held in tbia(i) an Air Carrier, etc., and (ii)
companies of which more than one-third of the totahber of shares with voting

rights held by an Air Carrier, etc.

(3) Requirements for the Applying Company or the@ieeentative Company
An Applying Company or a Representative Company person who has a certain
relationship in terms of capital, personnel or othiéairs with an Applying Company or a
Representative Company, shall meet any of the meaneints listed in (i) through to (iii).
The business experience is not limited to thos#apan. Please note that the experience of
the parent company or equity holders such as sblaiets of the Applying Company and
the Consortium Members is out of scope of the etain.

() In and after 2008, having experience in opedifi commercial facilities
with a store floor area of 10,000 square metersore or public facilities
with a total floor area of 20,000 square metemnore

(i) In and after 2008, having experience in opegit passenger facilities for
which the number of users per year is 15 millionmare or cargo handling
facilities with a total floor area of 20,000 squameters or more

(i) In and after 2008, having experience in themenercial real property

44 This includes construction and operation, adtjpisand operation, and the operation businegaibfic
facilities, etc. (meaning those defined in Artileparagraph (6) of the PFI Act; the same shallyapp
hereinafter).

45 This includes construction and operation, acquisiind operation, and the operation business dicpub
facilities, etc.
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administrating business related to the facilitre§) or (ii)

4) Participation requirements for Building Fagil@perator
With respect to the Building Facility operator,@iscompany may participate in the
bidding only if the Building Facility operator casa succeeding company to succeed all
of its rights and obligations in relation to theilBing Facility business by way of company
split specified in the Companies Act, and the sptimpany (the wholly-owning parent
company of the succeeding company) terminates dpéat relationship with the relevant
local governments and satisfies all of the condgim (i) through to (v) below:

() that the officers and employees of the splitmpany do not serve
concurrently as officers and employees of the sdiog company, and the
officers and employees of the succeeding compampotiserve concurrently
as officers and employees of the split companysosubsidiaries or affiliates,
whether full-time or part-time; and the split compaand the succeeding
company have made covenants to the City that tteydwnot engage in any
act that may hinder the fairness, transparency camdpetitiveness of the
bidding procedures associated with the Project staldishing the
organizational structure, the information systeets,,

(i)  that the split company has made covenant$héoQity that it discloses any
and all information necessary for the bidding pthoes associated with the
Project (including, but not limited to, informatidreld by the subsidiaries or
affiliates of the split company that operate thedpsales business, the food
and beverage business, duty-free shop businessdilertisement business
and the advertising agency business, the groundlihgnbusiness, the
information business and the businesses relatethdoBuilding Facility
business) to the City or the participants in theédbig associated with the
Project;

(i) that the terms and conditions of agreemerhtst tthe split company has
entered into with the succeeding company are ragetithat may hinder the
management discretion of the operator (for examghley lack ordinary
economic rationality);

(iv) that the split company cooperates in busirgsscession or termination of
agreements deemed necessary by the City from tspguive of ensuring
the fairness, transparency and competitivenesseobidding procedures and
stable business continuity, if requested by theaipe and

(v) that the Building Facility operator group (méanthe split company and its
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subsidiaries and affiliates (excluding the sucaegdiompany); hereinafter
the same shall apply) has made covenants thatalt shll its assets or
succeed its contractual statuses to the operatireasucceeding company if
requested by the operator or the Preferred NegwtidRight Holder with
respect to the Building Facility operator group'ssets and agreements
deemed necessary by the City from the perspecfiemsuring the fairness,
transparency and competitiveness of the biddingcqatores and stable
business continuity.

In addition, the operator shall be required to &eqthe Building Facility operator
Shares in accordance with the method specifiedaim 2.1(7)B even in cases where the
Consortium in which the split company or the sptitnpany participates is selected as the
Preferred Negotiation Right Holder.
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Part 4. Matters for ensuring the proper and stableimplementation of the
Project such as clarification of the responsibilies of the Private
Business operator

1. Conditions precedent to the Airport Operating Bisiness

The main conditions specific to the Airport OpeangtBusiness are specified below.
Applicants shall submit their statements of pgption upon agreeing to these conditions.

With respect to these conditions, the concretesighbe granted on and the concrete
obligations to be assumed by the operator and atlagers shall be set out in the Project
Agreement (draft), the Required Standards Docurftkaft), Referential Materials, etc.

The operator shall assume all responsibilitie®iation to the implementation of the
Project, unless otherwise set out in the Projecefignent etc. The scope of the Project is as
stated in Part 2.1(10) and the operator shall agekeased from any responsibility on the
grounds that the responsibility is not stated below

(i) Succession of agreements, etc.

Among the agreements, etc., entered into by thg fGitthe operation, etc., of the
basic airport facilities, the airport air navigatidacilities and the Airport Site etc., those
designated by the City shall be succeeded by trexatqr on and after the date of
commencement of the Airport Operating Business.

(i) Obligation to lease the land, etc.

The operator shall have an obligation to leasdahe, etc., designated by the City in
the Airport Site, for which the City has given péssion to third parties to use, on and after
the date of commencement of the Airport OperatingiBess on the conditions specified
by the City.

In addition, with respect to the land, etc., forieththe City has given permission to
third parties to use for the purposes of constngctind installing the structures (such as
conduct lines and bridge piers), utility poles, gbcior to the commencement of the Airport
Operating Business, the operator shall have suath plarties use the land, etc., in a way
meeting the respective usages of such third pastiesnd after the date of commencement
of the Airport Operating Business.

(iii) Construction work to be implemented by thetyCafter the commencement of the
Airport Operating Business

In the event that the City implements the consionctvork after the commencement
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of the Airport Operating Busines$, the operator shall cooperate in the smooth
implementation of the work to the maximum extentsgible while maintaining and
administering the existing facilities. It should heted that the operator shall be responsible
for the maintenance and administration of the ité®d and the Airport Sites that were
added as a result of the work as the Facilitiegesulo the Operation Appointment.

2. Basic idea of allocation of risks
Proper allocation of roles and risks will be detiered by the City and the operator.

Taking into account that the operator may estaldisth collect landing fees, etc., and other
usage fees at its own discretion in general in rofolethe operator to exercise its autonomy
and show its originality and ingenuity in implemiegt the Project, any risk associated with
the Project (including risks relating to a changeairport demand) shall be borne by the
operator unless otherwise specifically set outhi@ Project Agreement etc. In addition, as
described in Part 1, the Seven Airports in Hokkad®e planned to be managed integrally by
the SPC incorporated by the single Preferred Natjoti Right Holder, and the operator shall
also bear the risks associated with the Airportr@jireg Business of the other six airports in
Hokkaido. The exceptions where the City shall besks are listed below. The concrete
allocation of each risk shall be based on the ¥dhg and the details shall be set out in the
Project Agreement (draft).

Q) Force Majeure

» Upon the occurrence of an event such as an eakbgoatsunami which is not
attributable to the City or the operator and falsler certain conditions set out in the
Project Agreement, such as having a direct andrad\edfect on the implementation
of the Project (hereinafter referred to as the tEoMajeure”), the City shall take
measures including the restoration of the Fadilit®ubject to the Operation
Appointment (hereinafter referred to as the “Buss€ontinuity Measures”) if the
insurance purchased by the operator is not enaugbvier the damage caused to the
Airport Operating Business. If the City takes Besis Continuity Measures, the
operator shall take necessary measures to allowCiheto receive appropriate
insurance money, etc., under the insurance purdhagethe operator for the
Facilities Subject to the Operation Appointment.

» The operator shall purchase insurance for the Aifpperating Business Period with
coverage equal to or more than the am@uset by the City in the Project

% The bearing of the costs shall be pursuant to theigions of the Airport Act.

47 In principle, the amount insured shall be set basethe estimated maximum amount of damage of dudifies
Subject to the Operation Appointment at the Airpdite City currently plans to require the purchafeivil
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Agreement. The operator may undertake alternatigasores instead of purchasing
insurance, if approved by the City.

» If the operator is unable to carry out the Projeavhole or in part due to the Force
Majeure, the City may implement an Agreed Extengiortemporarily release the
operator from obligations under the Project Agreetner both.

2 Liability for latent defects
» If any physical latent defects are found in theilii@s Subject to the Operation
Appointment within one year from the date of comoement of the Airport
Operating Business, the City shall indemnify therapor from the accumulated
loss arising from the defects (including where tAgreed Extension is
implemented for indemnifying the loss incurred).

3) Particular Changes of Acts

» If any of the particular events set out in the BcbjAgreement, such as changes of
ordinances that apply only to the Project and haderse effects for the operator
(hereinafter referred to as the “Particular Charafe@rdinance®”) arise during the
Project Period, and the operator subsequently snadoss, the City shall indemnify
the operator for this loss due to Particular CharmgfeOrdinances (including where
the Airport Operating Business Period is extended ihdemnifying the loss
incurred).

4) Emergency events
» If any of the particular events set out in the BcojAgreement, such as an event that

may threaten the safe operation of the Airport by operator, arise during the
Airport Operating Business Period, and there isi@avoidable necessity in terms of
public interest arising from another public usehaf Airport or any other reason, the
City may order the suspension of the businesséseabperator and use the facilities
pertaining to the Project, in accordance with Aetid4, paragraph (12) of the
Supplementary Provisions of the Private Utilizatidinport Operation Act. In this

case, the operator shall cooperate with the buséisesarried out by the City at the

engineering completed risks insurance (with opticoaerage for earthquake damage) with 1 billion ye
coverage. If the premium rate of this insurancefhesuated significantlyn ordinary insurance markets, the
operator may, with consent of the City, changeitisarance coverage.

48 Changes to the laws, regulations, etc., by the @iy are applicable to any of the Four Nationapaits in
Hokkaido, the Asahikawa Airport and Memanbetsu Aitpmeaning the airports other than the Airpastso
all of the Seven Airports in Hokkaido shall alsti éander the Particular Changes of Acts.
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3.

Airport.

» If the City order the suspension of the busines$eke operator as stipulated in the

preceding item, the City shall indemnify the operdbr the loss incurred by the
operator.

Matters for ensuring the performance of the op&tor’s responsibilities
In order to confirm whether the operator is properid stably carrying out the

businesses set out in the Project Agreement,atd. meeting the required standards, as well

as to understand the financial condition of therafme, the City is planning to conduct

monitoring”®, in addition to the self-monitoring to be perfoxirtgy the operator.

If it is found that the operator fails to meet tkequired standards, the City may request

that the operator take improvement measures or otbasures.

The concrete method of monitoring and other relatatters shall be set out in the

Project Agreement (draft).

4,

Restrictions on the rights and obligations, et¢c of the operator and related
procedures

Q) Disposition of the Operation Appointment
The operator shall not transfer, pledge or otherwise dispose of the Operation
Appointment, its status under the Project Agreement, any contractual statuses
under the agreements entered into with the City concerning the Project or the
rights and obligations under these agreements, without prior written consent of the

City; however, the operator magquest the City to rescind its Operation Appogninand

grant the same to a third party. In this case Gitye may, with the resolution of prior approval

by the City Council pursuant to Article 14, parggrg5) of the Supplementary Provisions of

the Private Utilization Airport Operation Acgrant the Operation Appointment to a third

party and rescind the operator’s appointrient.
When the City grants the Operation Appointment tthiad party, the following
conditions shall be attached as a minimum.

49 In cases where the Seven Airports in Hokkaido tegrally operated, the entity to conduct the nayinig

shall be, as a general rule, each administratoreter, a framework is planned to be adopted in witie
content and frequency of monitoring by and the fatrmontent and frequency of reporting to each
administrator are standardized in order to mitighéeburden of the operator.
50 A framework in which opinions from third-party expeare obtained when there exist discrepancies
between the recognitions of the operator and thed®i the content of the monitoring is to be pupiiace.
The details will be presented at the time of angeurent of the Application Guidelines, etc.
It is planned that a framework is to be adoptedtiich prior coordination for rescinding the Opeuati
Appointment and granting the same to a third partpade among the administrators of the Seven Aipo
in Hokkaido. The details will be presented at theetof announcement of the Application Guidelirets,
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(i) The third party shall submit a letter of cons¢o the City, which states that the
transferee shall succeed the contractual statubheofoperator under the Project
Agreement with respect to the Project and the Brajgreement shall be binding
on the transferee.

(i) All assets and contractual statuses ownedHhgy operator and necessary for the
implementation of the Project shall be transfetcethe third party.

(i) The shareholders of the third party shall sitbto the City the shareholders’
covenant documents set out in the Basic Agreententipafter referred to as the
“Shareholder’s Covenant Document”).

(iv) The City acknowledges that the third party lempents (or is expected to
implement) the other Airport Operating BusinessHakkaido (limited to cases
where the operator also implements the Airport @jxeg Business of the other six
airports in Hokkaido).

If the operator and the Building Facility operaibotend to create a security interest
in the revenues, etc. from the Project for borrgwimoney from a financial institution, etc.,
in order to raise funds necessary for implementiregProject, the City shall not refuse the
creation of a security interest without reasonabd@asons; however, an agreement
concerning the matters set out in the Project Agesd, etc., shall be entered into between
the City and the financial institution, etc.

(2) New Issuance and Disposition of Shares byferator

The shares which the operator may issue are limdezbmmon shares with voting
rights to vote on all items for resolution at theaseholders meeting of the operator
(hereinafter referred to as the “Voting Shares adcordance with the procedures set out in
a) below and the shares of a kind which have ningatghts to vote on any items for
resolution at the shareholders meeting of the opergnereinafter referred to as the
“Non-Voting Shares”).

In order to ensure quick and flexible fund raisitigg City shall not, in general and in
accordance with the procedures set out in b) beb@ninvolved in the new issuance or
transfer of Non-Voting Shares issued by the operatothe creation of a pledge or other
security on these shares (hereinafter collectivetgrred to as the “Disposition”) as listed
below.

a) \Moting Shares
Prior approval shall be obtained from the City iperson who holds the Voting
Shares (hereinafter referred to as the “Voting &halder”) intends to make a
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Disposition of the Voting Shares held by themseligesny third party other than: (i)
another Voting Shareholder; or (ii) any person toom the Disposition is permitted in
advance under the agreements, etc., entered ititdive City (assuming the person is a
financial institution, etc., which provides finanac., for the operatory. If a person
who indirectly holds the shares or equity interefsta Voting Shareholder through a
subsidiary etc., as proposed by the Preferred Nagot Right Holder makes a
Disposition of the shares or equity interest of Hubsidiary etc., the scope of the
restrictions on the Disposition shall be adjustecbadingly.
Furthermore, if the operator issues new Voting &hao a person other than the
Voting Shareholder, it shall obtain approval of €igy in advancé®
If the City determines that the transferee of tloting Shares satisfies certain
requirements set out in the Basic Agreement oStireholder’s Covenant Document
and the Disposition of the Voting Shares would intgrfere with the continuation of
the implementation of businesses by the operatshaill approve the Disposition.
The transferee of the Voting Shares shall subnét $hareholder’s Covenant

Document to the City.

b) Non-Voting Shares
Any person who holds Non-Voting Shares may make ispdition of the
Non-Voting Shares held by themselves at their oisardtion at any time. Furthermore,
the operator may issue and allocate new Non-V&inmgres at its own discretion as long

as it is in compliance with the Companies Act.
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It should be added that the City shall approveDisposition of the Voting Shares if the requirenseii)
the party to whom the Disposition is made satigfiesparticipation requirements set at the timghef
bidding; and (ii) the Disposition of the Voting $ka does not hinder the continuation of the busiéfor
example, pulling the employees dispatched fronMitang Shareholder making the Disposition of the
shares out of the operator following the Disposititnpes not cause negative impacts on the required
standards or performance of the proposal) arefisatidt is planned that a framework is to be aédpn
which prior coordination for the approval is madeoag the administrators of the Seven Airports in
Hokkaido in order to mitigate the burden of therapar. The details will be presented at the time of
announcement of the Application Guidelines, etc.

It is planned that a framework is to be adoptedtiich prior coordination for the approval of theane
issuance of the Voting Shares is made among théné&drators of the Seven Airports in Hokkaido irder
to mitigate the burden of the operator. The detaillsbe presented at the time of announcemenhef t
Application Guidelines, etc.
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Part 5. Matters concerning location, size and placeent of the airport

1. Facilities subject to the Project

The facilities subject to the Project are listedble The facilities listed in (iii), (iv)
and (ix) are referred to as the “Non-Operation Appoent Facilities” and the other
facilities are referred to as the “Facilities Subj® Operation Appointment.”

(i) Basic airport facilities (runways, landing girtaxiways, aprons, etc.)

(i) Airport air navigation facilities (aeronauticiégght facilities)

(i) Passenger Building Facilities (air passengmilities, offices and shops, as well as
other similar facilities, resting facilities, obsation facilities, facilities for tours,
etc.p*

(iv) Cargo Building Facilities (air cargo handlifegilities etc.)

(v) Roads

(vi) Parking facilities

(vii) Airport Site

(viii)Facilities incidental to the above facilitiggivil engineering facilities, construction
(including the garages for fire engines and theges for snow removers), machine
facilities, power facilities (including the poweangply facility), etc.)

(ix) Facilities other than those listed in (i) thgh to (viii), which are owned by the
operator or the Building Facility operator

2. Location of the facilities subject to the Projet

1) Location etc.
The location and area of the Airport Site notifiechiccordance with Article 46 of the
Civil Aeronautics Act applied mutatis mutandis undeticle 55-2, paragraph (3) of the
same Act are as follows:
(i) Location
Izumicho, Obihiro-shi, Hokkaido
(i) Area subject to the Project
Approximately 282 ha

2 Lease of the Airport Site, etc.
The Airport Site, etc. includes city-owned land amational government land. The

% The operator shall have the obligation to leaseQiQ Facility in the Passenger Building Facilitteesned by

itself.
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basic matters concerning the lease, etc. of thpo#iirSite, etc. in the Project are set out
below.
(i) National government land

National government land constitutes a nationalegoment asset as stipulated in
Article 2 of the National Government Asset Act aAdicle 4 of its Supplementary
Provisions and is classified as an administratBsetas stipulated in Article 3, paragraph
(2) of the National Government Asset Act. In lighft the possibility of the operator
leasing a part of the Airport Site, etc. to a thpadty in the course of the Project, the City
shall authorize the operator to grant such leasseito a third party with the approval of
the City and the State. The details shall be seinailne Application Guidelines, etc.

It should be noted that the City shall ensure thatuse permit granted to the Building
Facility operator with respect to the passengeldimg facilities and the cargo building
facilities shall continue during the period commagoon the Building Facility Business
Commencement Date and expiring on the day befaal#te of commencement of the

Airport Operating Business.

(ii) City-owned land
In light of the possibility of the operator leasiagpart of the Airport Site, etc. to a
third party in the course of the Project, the Gitthorize the operator to grant such lease
or use to a third party. The details shall be s¢irothe Application Guidelines, etc.

With respect to the permission granted to the Bugid-acility operator to use the
sites of the Passenger Building Facilities and@hego Building Facilities, the City shall
ensure the permission continues during the perniooh fthe Building Facility Business
Commencement Date until the day preceding the dammmencement of the Airport

Operating Business.

3) Businesses to be carried out outside of thpadkirSite
The operator is required to carry out the busirelseed in Part 2.1(10)A through
to D which are included in the Project, even o@sitithe Airport Site.
The operator may not, or may not have the opesasubsidiary, etc., carry out the
businesses listed in Part 2.1(10)E, F and G outsidiae Airport Site if approved by the
City upon prior consultation with the City.

It is planned that a framework is to be adoptedtiich prior coordination for the approval is madeong the
administrators of the Seven Airports in HokkaidbeTdetails will be presented at the time of anneorent of
the Application Guidelines, etc.
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Part 6. Matters concerning the matters to be setut in the Project Agreement

1.

2.

and actions in the case of any doubt arising fromhie interpretation of
the Project Agreement

Matters to be set out in the Project Agreement
The main matters to be set out in the Project Agesd shall be as follows:
(i)  Succession and preparation of the Building Fées Business
(i)  Permission to use the building facilities site
(iii) Implementation of the Building Facilities Buness
(iv) Succession, etc., of the Airport Operating Bess and other preparations
(v) Establishment of right to use the Airport Site.
(vi) Appointment for the operation, etc. of the sifie local airport
(vii) Airport Operating Business
(viii) Other terms for implementing the business
(ix) Plans and reports
(x) Replacement investment etc.
(xi) Setting and reception of usage fee
(xii) Allocation of risks
(xiii) Assurance of appropriate business operation
(xiv) Subsidiaries etc.
(xv) Covenants
(xvi) Term of the Agreement and measures to berasdwat maturity
(xvii) Termination or expiration of the Agreementdh measures to be assumed
accompanying termination or expiration

(xviii)Intellectual Property Rights

Actions in the case of any doubt arising from th interpretation of the Project
Agreement
Any matter not set out in the Project Agreementamyg doubts arising in connection

with the interpretation of the Project Agreemersdlshe solved each time through mutual

consultation between the City and the operatoowdgaith.

The method of consultation and other related matball be set out in the Project

Agreement.

3.

Designation of the competent court
With respect to any and all disputes arising iatieh to the Project Agreement, it
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shall be agreed that the Kushiro District Courtldethe competent court of first instance

having exclusive jurisdiction.
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Part 7. Matters concerning actions to take when itbecomes difficult to

continue the Project

1. Actions to take when events occur which make difficult to continue the Project

If any event occurs which makes the Project difficto continue, the Project
Agreement shall be terminated as stated belowhis ¢ase, the operator shall have the
obligation to cooperate in taking over the Projadil the Project is succeeded by the City or
a third party designated by the City in accordanite the Project Agreement. The assets, etc.,
of the operator shall be treated in the same manmmtioned in Part 2.1(7)D(b). The
responsibility for specific damage, etc., arisingnf each event that triggers termination of
the Project Agreement shall be allocated basedhenfallowing and the details of the
allocation shall be set out in the Project Agreenferaft).

(1) Cancellation or termination for reasons attidle to the City
A) Reasons for cancellation or termination

» The City may cancel the Project Agreement withrapmths’ notice to the
operator.

» The operator may cancel the Project AgreementifGhy fails to perform any
material obligation under the Project Agreementafepecified period or its
performance of the Project Agreement becomes inifgled®r any reason
attributable to the City.

» The Project Agreement shall terminate if the Cagpges to be the administrator
of the Airport.

B) Effects of cancellation or termination
» When the City ceases to be the administrator oAihgort, the Operation
Appointment shall expire. In other cases, the €litgll rescind the Operation
Appointment.
» The City shall indemnify the operator for the Issstained by the operator due
to an event that caused the cancellation or tetiomaf the Project
Agreement?®

(2) Cancellation for reasons attributable to therafor
A) Reasons for cancellation
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Please note that the offset from the amount todle lpy the City shall be made in accordance wiéh th
provisions of the Civil Code.
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If any of the certain events set out in the Profegteement occurs, such as the
operator breaches an obligation under the Projgotément, the City may
cancel the Project Agreement either with or withdemand to correct the
breach, depending on the event.

B) Reasons for cancellation

>
>

The City shall rescind the Operation Appointment.

The operator shall pay to the City the penaltyosgtin the Project Agreement
(if the amount of loss sustained by the City duarte@vent that caused the
cancellation of the agreement exceeds the amop#radlty, such amount of
loss). In addition, the Building Facility operatdrall assume the payment
obligation jointly and severally with the operator.

3) Cancellation or termination for Force Majeure

A) Reasons for cancellation or termination

>

If the Airport is lost due to Force Majeure, th@jeéct Agreement shall
automatically terminate.

If the City implements the Business Continuity M@&@s due to Force Majeure,
but the recovery schedule of the Project is unseblee set, or it becomes
apparent that it is impossible or extremely diffico resume the Project in
accordance with the recovery schedule, the Citll saacel the Project
Agreement.

B) Effects of cancellation or termination

>

>

When the loss of the airport is due to Force Maetire City shall dissolve the
Operation Appointment.

If the Project Agreement is canceled due to Foregelte, the operator shall,
at the discretion of the City, abolish all of thesmesses of the operation, etc.
Any loss sustained by the City and the operatortdwseich Force Majeure
shall be borne by each party and neither partyl sbedpensate for damages of
the other party.

(4) Cancellation due to Particular Changes of Cadaes

A) Reasons for cancellation

>

If the operator becomes unable to continue thesBtraiue to Particular
Changes of Ordinances, the City or the operator caagel the Project
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Agreement.

B) Effects of cancellation
» The City shall rescind the Operation Appointment.
» The City shall indemnify the operator for any Iesstained by the operator due
to an event that caused the cancellation or tetinimaf the agreement.

(5) Cancellation for reasons attributable to o#irmirports in Hokkaid¥
A) Reasons for cancellation
» If any Project Agreement of the Airport OperatingsBess, etc., pertaining to
the Four National Airports in Hokkaido, Asahikawap®rt or Memanbetsu
Airport is canceled or terminated due to an evehbsit in the Project
Agreement, the City or the operator may cancePttugect Agreement
depending on the cancellation event.

B) Effects of cancellation
» The City shall rescind the Operation Appointment.
» The details of the effects of cancellation shalsbeout in the Project
Agreement (draft).

2. Consultation between the City and a financialnstitution or banking syndicate

From the perspective of maintaining the stable inoation of the Project and the
integrated operation of the Seven Airports in Ha#tao the extent possible, with respect to
certain matters set out in the Project Agreemdat,Qity may if it deems necessary, consult
with a financial institution or banking syndicatéiwh provides finance for the operator and
enter into an agreement directly with the finanaiatitution or banking syndicate.
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Please note that the offset from the amount todie lpy the City shall be made in accordance wigh th
provisions of the Civil Code.

Whether any Project Agreement of the Airport OfirgaBusiness, etc., pertaining to the Four Nationa
Airports in Hokkaido, Asahikawa Airport, and Memat&u Airport is to be canceled and the detailsedlto
the effects in cases where the Project AgreemettteoProject has been canceled will be presenten wie
Application Guidelines, etc., are published. Iplanned that a framework is to be adopted in whitbr
coordination for the exercise of the right to cdngenade among the administrators of the Sevepohis in
Hokkaido. More specifically, it is presumed thahem any reasons for cancellation of the ProjeceAgrent
arise on the part of an administrator, the adnrmist shall consult the exercise of the cancelhatight with
the all other administrators, and if the Projectégment pertaining to the airport is canceled onitgated, the
administrators of the other airports reserve thbtrio cancel their own Project Agreement and deajgbn
whether to exercise such cancellation right orwlute respecting the outcome of the consultatiamben the
all administrators. Please refer to the websitthefObihiro City as below for more details.
http://www.city.obihiro.hokkaido.jp/shoukoukankoukuukoujimusho/kukokeieikaikaku/
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Part 8. Matters concerning legislative and taxatio measures, as well as fiscal
and financial support

1. Matters concerning legislative and taxation meases

If any legislative or taxation measures become iegple to the operator in
implementing the Project due to revisions of lavegulations, etc., these measures shall
apply to the operator.

At present, the City is not expecting any of thessasures, etc., in relation to the

Project. If they become applicable by revision egislation or taxation in the future, the
City shall consider their application.

2. Matters concerning fiscal and financial support
If any fiscal or financial support may be availafde the operator in implementing the
Project, the City shall make an effort to ensued the operator receives this support.

3. Matters concerning other measures and support

The City shall offer its cooperation, as necessdoy, the operator in obtaining
permission, approval, etc., required for implemagtihe Project. If other support is likely to
become available to the operator due to revisidhavws and regulations or other reasons, the
City and the operator shall consult about this supp
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Part 9. Other matters necessary for the implementadn of the Project
1. Matters concerning the Project

Q) Language to be used for carrying out the Ptojec
The language to be used for carrying out the Prgjegll be Japanese.

(2) Costs of preparation, etc., of the Proposalubwents
The applicants shall be liable for the costs inedirfor the preparation, submission,
etc., of the Proposal Documents.

3) Receipt of opinions on the Implementation Bolic
(i) Receiving period
From: 17:00 on April 5, 2018 (Thursday)
Until: No later than 15:00 on April 20, 2018 (Frida

(i) Submission methods

Opinions concerning the Implementation Policy sh#dl briefly stated in the
opinion form (Form-1) and the form shall be senebyail.

If the opinions contain any content (such as spedezhniques and know-how)
which would infringe on the rights, competitive fims), or other reasonable interest of
the submitter if the opinions are disclosed, thiensitter shall make a statement to that
effect.

The opinion form shall be prepared in Microsoft Exformat and the company
name and the name, department, telephone numbeeraaill address of the submitter
shall be filled in. The opinion form shall be sulienil to the following Bidding Advisors:

To: Ernst & Young ShinNihon LLC

Secretariat of the Seven Airports in Hokkaido, &structure Advisory Group
Address: Hibiya International Building, 2-2-3, Ushiwai-cho, Chiyoda-ku, Tokyo
Email: hokkaido7@jp.ey.com

The submission by any method other than email stelbe accepted.

4) Hearing concerning opinions
If the City determines that it is necessary to oamfetc., the main point and other
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matters concerning any opinion on the ImplementaRolicy, the City may directly hear
the person who submitted the opinion.

(5) Changes to the Implementation Policy
Based on the opinions, etc., on the Implementd®iolicy, the City may review and
amend the Implementation Policy, as necessaryr poidhe release of the Application
Guidelines, etc.
If the City has amended the Implementation Politghall promptly publish such
amendment on the website of the City and by othprapriate means.

2. Schedule (tentative)

The approximate schedule after the publicatiorhefimplementation Policy until the
date of commencement of the Airport Operating Bessns as follows:
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Schedule (tentative)

Actions

Around April 2018
Around May 2018

Around May - June 2018

Around July 2018

Around August 2018

Around September 2018

Around September 2018 - April 2019
Around May 2019

Around July 2019

Around August 2019

Around October 2019

Around October 2019
Around January 2020

Around June 2020

Around October 2020

Around February 2021
Around March 2021

Y V VYV VY

Publication of Application Guidelines et
Explanatory meeting on Application
Guidelines etc.

Period for receiving questions on
Application Guidelines etc.

Publication of answers to the questions
on Application Guidelines, etc.
Deadline for submission of First
Screening Documents

Notification of result of First Screening
Period for holding competitive dialogue
Deadline for submission of Second
Screening Documents

Selection of Preferred Negotiation Right

Holder

Execution of Basic Agreement
Operation Appointment Date
Execution of Project Agreement
Building Facility Business Scheduled
date of commencement of the Building
Facility Business

Scheduled date of commencement of the

Airport Operating Business for New
Chitose Airport

Scheduled date of commencement of the

Airport Operating Business for
Asahikawa Airport
Execution of Goods Transfer Agreemen

—

Scheduled date of commencement of the

Airport Operating Business for Wakkan
Airport, Kushiro Airport, Hakodate
Airport, Obihiro Airport, and
Memanbetsu Airport

i
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3. Provision of information
The information concerning the Project will be pgd®d from time to time on the
following website:
Website of the Obihiro City Government
(http://www.city.obihiro.hokkaido.jp/shoukoukankawkuukoujimusho/kukokeieikaikak
u/)
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Form 1 Opinions on the Implementation Policy
[Month] [Day], 2018

Opinions on the Implementation Policy on the Prpjetc., for the Operation of Obihiro Airport

| submit the opinions on the “Implementation Polay the Project, etc., for tH@peration of
Obihiro Airport’ published on March 29, 2018, as follows:

Trade Name or
Name

Address

Department

Name of Submitter

Tel

Contact Informatio Fax

=

Email

Applicable part

No. Title Contents of opinion

Paggé Paragraph

_ ) Regardingoo, | would like to propose to
Example|Regarding xxx 11 1 | (D) | A-a)) .
change it tooo, because\A.

*1: Please describe your opinions briefly and sfadly.

*2: When you fill in this form, please use one-bgtearacters for numbers and symbols.
*3: If you need more lines, please add as needed.

*4: Please fill in your opinions in the order ofpdigable parts for reference material.

*5: Do not change the format except for the linghts.

|Please fill in the Microsoft Excel file to be proviled separatelj.
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Exhibit 1

Operation etc.

Operation

Organizing with the terms used in the PFFAct

Maintenance

[Replacement Investment]

etc.)

{Gollection etc. of landing fees etc)
{Inspection etc. of rumways,
taxiways, aprons)

{Airport security, fire extinguishment,
riddine of birds, removal of snow,

{Restoration etc. of the specific
broken areac etc.of rumways etc.
to their orignal state)

{ Repavement of rurays etc..
replacement of aeronautical
lights etc)

{Improvement etc_of earthquake
resistance of ruwaysetc)
{Extensin etc. of rumays.
taxiuays aprons

Construction
[New Investment]

Rehabilitation

{Construction of new rumeays and
accompanyingnew landne strip,
taxmvays and agrons, as wel as
installstion of new aerodrome

{Removalof allrumways
ete. and reconstruction
lights, control devices and power thereof)

supply faclities)

Investment

Development

The definition of the terms based on the PFI Adl #me Guidelines Concerning the Right to
Operate Public Facilities, etc., and Public Faesitetc., Operating Project (“PFI Guidelines for

the Operating Right”)
Operation etc.:

Maintenance:

Construction:

Rehabilitation:

Investment:

means operation and maintenandicl@R, paragraph (6) of the PFI
Act)
capital expenditures or repairs (iticlg so-called_alterations and

improvements and large-scale repairs) excluding oemstructions or

entirely removing and redeveloping facilities, efeFl Guidelines for
the Operating Right)

to_create a new facility (new comstion) (PFlI Guidelines for the
Operating Right)

to_entirely remove and redevelagpilities, etc. (PFI Guidelines for the

Operating Right)
Replacement investment means “maint&iaand new investment
means “construction” (PFI Guidelines for the Op@@Right)
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Exhibit 2 Treatment of accounting and tax affairsin relation to the Project

(i) PITF No. 35: Practical Solutions on Accountiredc., of the operator for Public Facilities,
etc., Operating Business (Accounting Standards @oftdapan)

See the website of the Financial Accounting Stast&l&oundation at:

https://www.asb.or.jp/jp/wp-content/uploads/pfi_Z01.pdf

(i) Treatment under the Corporation Tax Act oflem@ment investment to be implemented in
accordance with a project agreement to implemegitRo Operate Public Facilities, etc., under
the Private Utilization Airport Operation Act

See the website of the National Tax Agency at:
http://www.nta.go.jp/shiraberu/zeiho-kaishaku/buistito/hojin/141118/index.htm
(iif) Handling of Consumption Taxes relating to &g the Right to Operate Public Facilities,

etc., in Concession Projects

See the website of the National Tax Agency at:
http://www.nta.go.jp/shiraberu/zeiho-kaishaku/dlgiigshohi/12/07.htm
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