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Florlda Power & Light Company

Dacket No, 120015-El

Stat's Fourth Request for Production of Documents
Request No. 32

Page 1of 1

Q.

Please provide a copy of all supporting documents responsive to Interrogatory No. 124.

A.
Please see FPL's response to OPC's Second Request for Production of Documents No. 12,
documents Bates numbered 293582 through 293592,

Staff's 002876
FPL RC-12
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The information is complete in what is being filed however certain cells

have been deleted as they are not responsive to the discovery request.

OPC 293582
FPL RC-12
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OPC 293583
FPL RC-12

Uncollectible Accounts Receivable (UAR)
Forecast 2012-2014
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Forecast Model Variables
Inputs to Net Write-Off Forecast

OPC 293586
FPL RC-12 Assumptions and Vintage

3
GROSS WRITE-QOFF INPUT VARIABLES: Net Write-off Impact Vintage Source
Lagged Revenues (3 Months) Increase Dec-2011 |Finance Department
Lagged KWH Sales (4 Months) Increase Dec-2011 |Finance Department
L.agged Assist Dollars (8 Months) Decrease Nov-2011 [Customer Advocacy
L.agged Deposits (6 Months) Decrease Dec-2011 [Credit Risk Department
Lagged Florida, Home Sales (6 Months) Decrease Jul-2011  |Global Insights

Lagged Dependent Variable (1 Month)

Categorical Variables;

Winter { December - February)

Fuel Credit (May 2010) Fy

Binary variables for 12/2004

Post Write-off

POST WRITE-QOFF INPUT VARIABLES: Recoveries Impact Vintage Source

Lagged Gross Write-off (18 Months) Increase Dec-2011 [Revenue Recovery Dept.
Lagged Gross Write-off (13 Months) Increase Dec-2011 [Revenue Recovery Dept.
Lagged Gross Write-off (1 Month) Increase Dec-2011 [Revenue Recovery Dept.
Lagged Price of Electricity (3 Months) Increase Dec-2011 |Finance Department

Lagged Dependent Variable (2 Months)

Categorical Variables:

Holiday (Binary for the month of December)

MESP (Binary for the month of March - May 2011)

Note: Models use monthly actual from Jan. 2003 to Sept. 2011

UAR Forecast 2012+ xls
12/01/2011 Model Variables
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Gross Write-Off and Post Recoveries

OPC 293587
FPL RC-12

Forecast Model
Statistics and Output

Forecast Date: December 1, 2011

Gross Write Off Forecast

Y-Intercept Adjustment -1375710.676
Lagged Dependant(1) 0.643
Binary 2004_12 -1200482.387
Binary 2010_05_FuelRefund 580821.287
Winter 282549.654
Home Sales (6) -1113.597
Assist_Deposit (6) -0.074
Lagged KWH Sales 0.243
Lagged Revenues (3) 0.001
1
Adjusted Observations 99
Deg. of Freedom for Error 90
‘Esgquared 0.936
Adjusted R-Squared 0.930
AIC 25.176
BIC 25412
F-Statistic 164.2893788
Prob (F-Statistic) 0
Log-Likelihood -1,377 .67
Model Sum of Squares 103,466,375,787,648.00
Sum of Squared Errors 7,085,039,435,5646.29
Mean Squared Error 78,722,660,394.96
Std. Error of Regression 280,575.59
Mean Abs. Dev. (MAD) 205,994.53
[Mean Abs. % Err. (MAPE) 8.25%)|
Durbin-Watson Statistic 1.994
Durbin-H Statistic 0.031
Ljung-Box Statistic 41.52
Prob (Ljung-Box) 0.0146
Skewness 0.508
Kurtosis 3.499
Jarque-Bera 5.282
Prob (Jarque-Bera) 0.0713

12/01/2011

365950 007 3710

0.039 16.333
280849.577 -4.128
294207.099 1.974

95072.946 2972
406,529 -2.739

0.026 -2.843

0.045 5423

0.000 3.263

UAR Forecast 2012+ xls
Model Qutput
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Gross Write-Off and Post Recoveries
Forecast Model

Statistics and Output

Annual Data for Gross Write Off

Forecast Date: December 1, 2011

Year Actual Predicted % Diff
2003 18,165,022 9,813,681
2004 20,364 960 20,319,562 -0.22%
2005 24,004,159 23,246,799 ~3.16%
2006 29,160,089 30,050,843 3.05%
2007 31,985,902 33,342 327 4 24%
2008 40,913,818 41,508,614 1.45%
2009 44,025,251 41,171,360 -6.48%
2010 34,090,866 34,332,614 0.71%
2011 25,836,363 26,074 904 0.92%
2012 25,145,533 25,145,533 0.00%
2013 28,678,786 28,678,786 0.00%
6000000
50000004 --~vrarmmrmsmcmacraerncra e flaa. R PR ERER T
40000004 --mmneraccncrmre e agoen - -
30000004 ---rrmmrrmennean + ¥ ¥ % -
E
2000000 4----f- Bk Lk & AEE | RALEREREEEEEEER
10000001 M ow PhovunTunmaniininiiiinni el
0 Jan-03 Jan-05 Jan-07 Jan-09 Jan-11 Jan-13 Jan-1%
TR . Pr@ficted
UAR Forecast 2012+.xls
12/01/2011

Model Output
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Gross Write-Off and Post Recoveries
Forecast Model
Statistics and Output

Forecast Date: December 1, 2011

Post Write-Off Recovery Forecast

 Varabe.

Lagged Bebé'ndént' '(2)

0.087

3857

0.02%

0.337
Holiday -93656.187 28152 664 -3.327 0.13%
Binary_2011_M345 175926.598 45638.527 3.855 0.02%
Lagged Gross Write-off (1) 0.071 0.015 4752 0.00%
Lagged Gross Write-off (13) 0.043 0.013 3.248 017%
Lagged Gross Write-off (18) 0.054 0.015 3.513 0.07%
Lagged Price (3) 21714.784 4766.658 4.556 0.00%
Mode| Statistics
lterations 1
Adjusted Observations 87
Deg. of Freedom for Error 80
R-Squared 0.904
Adjusted R-Squared 0.897
AIC 22.354
BIC 22.552
F-Statistic #NA
Prob (F-Statistic) #NA
Log-Likelihood -1,088.83

Mcodel Sum of Squares
Sum of Squared Errors
Mean Squared Error

3,558,211,002,423.15
378,140,735,427 63
4,726,759,192.85

Std. Error of Regression 68,751.43
Mean Abs. Dev. (MAD) 51,470.86
[Mean Abs. % Err. (MAPE) 5.35%]|
Durbin-Watson Statistic 1.153
Durbin-H Statistic #NA
Ljung-Box Statistic 92.92
Prob (Ljung-Box) £.0000
Skewness -0.463
Kurtosis 3.059
Jarque-Bera 3.120
Prob (Jarque-Bera) 0.2101

UAR Forecast 2012+.xls
Medel Output
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Annual Data for Post Write Off Recoveries

Year
2003
2004
20056
2006
2007
2008
2009
2010
2011
2012
2013

Actual
7,101,870
7,641,408
9,396,786
10,144 873
11,828,742
13,111,653
14,615,682
14,448 734
13,235,887
10,493,080
10,556,475

Predicted

3,757,812

9,140,141

10,073,238
11,839,831
13,062,327
14,844,042
14,363,180
13,258,028
10,493,080
10,656,475

Gross Write-Off and Post Recoveries
Forecast Model
Statistics and Output

Forecast Date: December 1, 2011

% Diff

-2.73%
-0.71%
0.09%
-0.45%
1.66%
-0.59%
0.17%
0.00%
0.00%

% of Post

Recoveries to

GWO

39.1%
34.8%
37.0%
32.0%
332%
42.4%
51.2%
41.7%
36.8%

1500000

1250000

1000060

750000

250000

12/01/2011

500000

..................................................................................
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UAR Forecast 2012+.xls

Model Output
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Forecast Model Variables

Monthly Summary
OPC 293589
FPL RC-12
Year Endlhg 3 Months
3 Months Lagged | 4 Months Balances & Months Lagged
Assist Revenues Lagged KWH Deposits |Lagged Home| Price of
Year Month ($MM) {$MM) Sales {($MM) Sales Electricity
2003 1 1.3 658.7 8,995,484 3194 443 7.86
2003 2 0.8 582.9 8,068,220 323.4 442 7.89
2003 3 0.7 523.2 7,154,234 327.7 444 7.88
2003 4 0.8 564.7 7,567,730 330.0 439 7.89
2003 5 0.9 546.5 7,462,495 333.6 450 7.82
2003 =] 1.0 556.1 7,510,705 335.6 464 7.85
2003 7 1.0 580.9 7,394,009 338.0 478 B.41
2003 8 1.4 831.7 7,998,561 340.8 490 B.45
2003 9 1.3 712.9 9,058,878 344.7 501 8.41
2003 10 1.8 736.9 9,333,124 348.5 514 8.44
2003 11 0.7 771.6 9,222,966 342.5 521 8.91
2003 12 0.8 785.7 9,347,727 348.5 528 8.96
2004 1 0.7 742.1 8,817,008 351.1 531 8.98
2004 2 0.5 682.3 8,091,297 354.4 546 8.01
2004 3 0.5 647.3 7,702,684 361.7 557 8.97
2004 4 0.6 644.8 7,668,715 364.7 592 B.96
2004 5 0.8 602.4 7,175,176 367.8 572 8.94
2004 & c.6 593.2 7,034,440 369.7 543 9.00
2004 7 0.8 572.2 6,799,137 374.2 499 B.99
2004 8 1.4 6426 7,644,908 3771 492 B.97
2004 B 1.3 7829 9,270,487 379.6 498 9.00
2004 10 1.8 550.6 10,114,064 380.4 493 8.96
2004 11 1.6 777.4 9,248,711 383.5 509 8.96
2004 12 1.4 774.0 9,152,649 388 .1 526 9.00
2005 1 1.2 747.1 B.793,918 393.5 546 9.06
2005 2 0.7 589.0 8,218,928 397.7 561 8.95
2005 3 0.B B65.4 7,973,739 394.4 572 8.90
2005 4 0.6 595.4 7,987,484 395.6 598 9.27
2005 5 0.8 640.8 7,234,353 398.2 £92 9.43
2005 5 0.9 639.1 7,116,993 401.0 579 9.57
2006 7 0.8 655.6 7,318,188 404.0 571 8.56
2005 3 1.1 887.9 7,690,880 410.4 553 9.55
2005 [ 1.5 820.0 9,177,535 413.5 535 9.52
2005 10 1.7 902.4 10,068,714 415.86 514.6 9.54
2005 1 .4 936.7 10,431,105 419.5 500.7 9.55
2005 12 1.3 933.5 10,421,080 421.8 488.3 9.53
2006 1 1.0 853.5 9,586,084 425.9 475.1 9.48
2006 2 1.5 668.8 7,420,069 430.9 463,1 9.60
2006 3 0.7 §94.3 7,843,946 433.5 449.2 9.44
2006 4 0.7 878.1 8,025,136 437.7 437.0 11.57
2006 5 1.0 815.9 7.283 681 441.8 420.9 11.84
2006 ) 1.2 806.2 7,191,008 446.0 404.4 11.86
2006 7 1.3 851.8 7,616,708 452.6 386.0 11.83
2008 B 1.7 948.8 8,445,324 458.7 371.0 11.88
2006 9 2.5 1,075.4 9,560,738 467.1 359 11.87
2008 10 2.5 1,12¢.8 10,009,128 473.7 33% 11.92
2006 11 2.5 1,141.7 10,084,116 483.3 337 11.95
2006 12 1.7 1,123.9 9,957,140 499.8 338 11.82
2007 1 1.9 1,056.0 9,383,354 506.4 342 11.89
2007 2 2.8 917.3 8,180,637 505.1 338 11.87
2007 3 3.1 584.0 7,821,598 511.2 330 11.80
2007 4 1.0 912.5 8,555,173 512.8 329 11.28
2007 5 1.2 796.4 7,458,110 514.3 312 11.30
2007 3 1.5 787.8 7,381,835 517.3 254 11.29
2007 7 1.2 798.9 7.481,240 515.8 270 11.28
2007 8 2.1 878.0 8,249,438 521.9 260 11.28
2007 9 3.3 970.0 9,086,669 525.0 254 11.31
2007 10 1.9 1,0898.3 10,150,866 528.8 244 11.35
2007 11 1.8 1,100.7 10,223,403 528.7 242 14.40
2007 12 1.3 1,150.2 10,696,165 531.0 242 11.38
12/1212011

UAR Forecast 2012+ xls
Variables (Menthly)
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Forecast Model Variables

Monthly Summary
OPC 293589
FPL RC-12
Year Ending 3 Months
3 Months Lagged 4 Months Balances 6 Months Lagged
Assist Revenues Lagged KWH Deposits |Lagged Home| Price of
Year Month {$SMM) {$MM) Sales ($MM) Sales Electricity
2008 1 1.3 1,020.5 9,553,814 533.9 236 11.32
2008 2 0.8 801.7 8,459,531 536.1 246 11.32
2008 3 07 860.2 8,118,658 540.9 256 11.25
2008 4 0.9 884.8 5,399,773 5426 274 11.16
2008 5 0.9 7B3.6 7,454,102 546.2 273 11.18
2008 -] 3.1 781.1 7,370,925 551.6 267 11.25
2008 7 1.2 BOB.7 7,628,219 554.1 256 11.22
2008 8 18 886.3 8,337 469 550.3 257 11.28
2008 9 1.8 1,040.0 9,759,915 559.3 262 11.28
2008 10 1.7 1,040.0 9,757 484 5626 262 11.30
2008 1 1.8 1,108.3 9,672,919 570.1 273 12.12
2008 12 2.0 1,179.6 10,238,893 569.6 285 12.17
2009 1 1.9 1,042.5 9,066,193 589.1 289 12.16
2009 2 1.4 868.1 7,573,675 584.1 308 12.16
2009 3 2.7 B874.4 7,659,249 583.3 315 12.10
2009 4 2.0 B86.9 7,881,415 586.0 323 11.93
2009 5 22 841.9 7.403,942 585.1 326 12.03
2008 ] 2.8 772.0 6,879,255 586.6 333 11.80
2009 7 2.7 839.2 7,434,516 588.9 324 11.97
2008 8 3.5 921.2 8,229,679 5917 353 11.87
2009 g 3.3 1,008.0 9,108,650 595.5 384 11.72
2008 10 4.8 1,111.8 9,998,657 596.4 437 11.77
2009 1" 37 1,101.4 9,877,099 6019 438 11.82
2009 12 3.8 1,124.¢ 9,996,148 606.6 430 11.92
2010 1 4.2 1,066.7 9,480,037 512.8 420 11.93
2010 2 2.2 961.4 8,426,285 615.2 419 12.13
2010 3 2.7 909.2 8,038,985 62C.8 421 12.03
2010 4 2.2 478.0 9,116,973 6227 437 571
2010 5 2.1 739.6 7,491,191 624.2 416 10.51
2010 B 3.0 709.4 7,202,476 526.3 390 10.48
2010 7 3.4 666.4 6,885,210 624.3 343 10.33
2010 8 3.2 805.1 8,296,042 625.1 343 10.35
2010 9 4.4 970.2 9,976,346 825.3 360 10.35
2040 10 5.6 1,022.9 10,473,504 625.5 358 10.40
2010 11 4.0 1,018.0 10,347,575 627.9 399 10.48
2010 12 4.7 997.0 10,176,323 628.4 436 10.44
2011 1 4.1 864.8 10,176,323 628.0 512 10.44
2011 2 386 763.4 8,847,767 628.8 497 10.44
2011 3 3.0 7774 7,822,011 630.7 466 10.46
2011 4 2.6 8124 7,921.088 6321 422 10.50
2011 5 26 680.2 8,220,268 6337 413 10.47
2011 & 34 693.8 5,928,617 £31.6 417 10.58
2011 7 4.2 810.8 7.012.026 631.9 416 10.49
2011 8 52 868.0 8,238,365 631.9 421 10.59
2011 ) 47 973.0 8,743,943 £32.5 423 10.56
2011 10 5.3 979.6 9,831,304 602.2 425 10.61
2011 11 3.8 1,024.5 8,849,419 558.2 428 10.64
2011 12 4.5 1,042.4 10,273,158 535.6 431 9.83
2012 1 4.2 886.4 10,534,336 534.4 434 9.83
2012 2 6 774.3 8,826,181 533.3 436 9.84
2012 3 3.0 752.7 7,780,117 532.1 439 9.81
2012 4 0.8 810.4 7,613,329 530.9 440 10.12
2012 5 0.8 706.8 B 393,165 529.8 446 10.15
2012 [ 1.1 696.3 7,294,099 528.6 452 10.10
2042 7 1.2 703.4 7,230,125 527.4 458 10.08
2012 8 1.3 £03.0 7,302,863 526.3 464 10.10
2012 9 1.8 874.9 8,323,635 525.1 470 10,08
2012 10 20 957.0 9,089,205 523.9 477 10.09
2012 11 1.3 955.7 9,935 445 5228 481 10.11
2012 12 1.8 9159 9.896.118 5216 484 10.08
12/12/2011

UAR Forecast 2012+.xls

Variables (Monthly)
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Forecast Model Variables

Monthly Summary
OPC 293589
FPL RC-12
Year Ending T Months |
3 Months Lagged 4 Months Balances 6 Months Lagged
Assist Revenues Lagged KWH Deposits |Lagged Home} Price of
Year Month (SMM) (MM} Sales {$MM) Sales Electriclty
2013 : 1 14 859.5 9,513,044 520.5 487 10.11
2013 2 0.8 769.5 8,905,221 519.5 490 10.10
2013 3 0.9 755.1 7,980,791 518.4 492 10.12
2013 4 0.8 B17.7 7,822,285 517.3 494 9.32
2013 5 0.8 713.6 8,541,259 516.2 498 9.35
2013 6 1.1 702.3 7,431,425 515.1 497 9.30
2013 7 1.2 707.2 7,360,647 514.1 499 9.28
2013 8 13 805.6 7,413,488 513.0 501 9.30
2013 9 1.8 874.5 8,430,092 511.9 502 9.27
2013 10 2.0 957.5 9,175,628 510.8 504 9.29
2013 11 13 956.6 10.036,985 509.7 504 9.31
2013 12 1.6 §17.3 9,999,783 508.7 505 9.28
1211242014

UAR Forecast 2012+ .xls
Variables (Manthiy)

120015 Hearing Exhibits - 01291



OPC 283590
FPL RC-12

Franchise Fees:

Franchise Fees

Franchise Fees is the product of an agreement between Florida Power & Light (FPL) and
a municipality for the right of installing electric lines or telecommunications cables through
the community. A fee is pald to the municipality based on billed revenues and is, in turn,
allowed by the Florida Public Service Commission to be recovered as an operating expense
from the customers of that municipality.

Franchise Fee Credit:
The Franchise Fee Credit is associated with the franchise fee component of Gross Write-off

accounts. The credit is calculated on uncollectible or Gross Write-off balances, and is subtracted
from the amounts due to each franchisee.

Monthly Franchise Fee Forecast:
The Franchisee Fee forecast was calculated based on historical average (4.89%) from
Jan 2010 - Feb 2011.

Net WOs Franchise Fran Fee

exlc Franchise Fee Credits Credits

Year Month Fee Cr's Rates
J10 2010 1 3,687,036 183,841 4.99%
F 2010 2 3,358,877 169,234 5.04%
M 2010 3 2,485,805 120,010 5.05%
A 2010 4 1,073,577 60,302 511%
M 2010 5 1,370,467 66,847 4 83%
J 2010 6 713,643 35,438 4.97%
J 2010 7 528,429 17,783 4.22%
A 2010 8 471,270 28,919 5.00%
S 2010 9 727,907 35,162 4.83%
0 2010 10 1,203,892 56,250 467%
N 2010 11 1,857,081 92,232 4.97%
D 2010 12.0 2,182,181.0 106,598 4.88%
J11 2011 1.0 2,010,011.7 100,540 5.00%
F 2011 2.0 1,170,937.2 57,749 4.93%
4.89%

12/01/2011

UAR Forecast 2012+.xIs
Franchise Fees
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OPC 293592

FPL RC-12 Provision Adjustment Calculation

3 4]

5 Month 5 Month

Lagged Lagged

Date T Write-Off

Amount

[SMM]

Jun 10 0.68
Jul 10 0.51
Aug 10 0.44
Sep 10 0.69
Oct 10 1.15
Nov 10 1.76
Dec 10 2.08
Jan 11 1.91
Feb kR 1.11
Mar 11 0.38
Apr 11 0.55
May 11 0.86
Jun 11 0,30
Jul 11 0.35
Aug 11 0.27
Sep 11 0.66
Oct 11 1.30
Nov 11 1.65
Dec 11 2.35
Jan 12 2.40
Feb 12 2085
Mar 12 1.29
Apr 12 0.85
May 12 0.72
Jun 12 0.34
Jul 12 0.15
Aug 12 0.19
Sep 12 0.56
QOct 12 1.15
Nov 12 1.66
Dec 12 2.28
Jan 13 2.33
Feb 13 2.23
Mar 13 1.61
Apr 13 1.26
May 13 1.15
Jun 13 0.78
Jul 13 0.57
Aug 13 0.60
Sep 13 0.91
Oct 13 1.31
Nov 13 1.71
Dec 13 2.20
Jan 14 2.20
Feb 14 207
Mar 14 1.50
Apr 14 1.20
May 14 1.09

Ncefe: Blue font indicates forecasted values

UAR Forecast 2012+.xls
12/01/2011 Prov. Adjustment
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Self-Contained Appraisal Report

Completed 11 January 2011

2004 Agusta A109E Power Helicopter
Registration # N197J

This appraisal report is prepared for
Florida Power & Light Co.

Prepared by: William B Kellogg
OwnerfAppraiser
Aircraft Valuation
623-398-7255

STAFF 002663
FPL RC-12
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| certify that, to the best of my knowledge and belief:

The statements of fact contained in this report are true and correct.

The reported analysis, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions and are my personal, impartial, and
unbiased professional analyses, opinions, and conclusions.

I have no (or the specified) present or prospective interest in the property that is
the subject of this report and no {or the specified) personal interest with respect
{o the parties involved. .

I have no bias with respect to the property that is the subject of this report or to
the parties involved with this assignment.

My engagement in this assignment was not contingent upon developing or
reporting predetermined resulis.

My compensation for complating this assighment is not contingent upon the
development or reporiing of a predetermined value or direction in value that .
favors the cause of the client, the amount of the value opinion, the attainment of
stipulated result, or the occurrence of the subsequent event directly refated to the
intended use of this appraisal. '

My analysis, opinions, and conclusions were developed, and this report has been
prepared, in conformity, with the Uniform Standards of Professional Appraisal
Practice.

| have made a personal inspection of the property that is the subject of this
report.

No cne provided significant real property appraisal assistance to the person
signing this certification.

Wililam B Keil?/gg
lehetlearm & ﬂﬂqé_.

Scope of work for this assignment:

Examine information provided on aircraft condition and time/age.

Determine average Fair Market Value for an average time aircraft.

Make appropriate adjustments for variations from average times.

Determine whether the Price Comparison, Cost, and Income approaches are
relevant.

Conduct necessary and appropriate research by all means available.
Prepare valuation report.

STAFF 062664
FPL RC-12
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Aircraft Information Sheet
Agusta A109E Power

N197J
Client Information
Name: Greg Jacobs Company: | Florida Power & Light Co.
Telephone: 561-691-7066 Address: | 3800 Southern Blvd. Hngr 1625C
FAX: 561-694-4072
intended Users | To be determined | Appraisal | In house transfer
Purpose

Alircraft lnspection Information

Aircraft Manufacturer Agusta

Alrcraft Modsl A109E

Year of Mfg 2004

Registration Number N197J

Serial Number 11616

Any known damage history None

Total Alrframe Time / Landings 2458.7 / 6463

AlF Cycles N/A

#1 Left Engine - Mfg. - Model P&W Canada - PW208C
S/IN# PCE-BC0431

TBO 3500

TSN 2458.7

Hot Section O/C

#2 Right Engine - Mfg. - Model P&W Canada —~ PW206C
SIN# PCE-BC0428

TBO 3500

TSN 24587

Hot Section . 1 0OI[C 3
12 Month Inspection (Phase i) Completed | 02/03/10

AD's complied with

Current and up o date

Maintenance records

All records are complete, current, well
organized and easy to read.

Remarks:

1. No warrantee maintenance
programs for engine or
alrframe.

Use Power Assurance
Trending.

Use Oil Analysis Program.

AWM

Uses CAMP Maintenance
system
5. Operates under FAA Part 91

STAFF 002665
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Major Time Life / TBO Components

Component Life Limit % Remaining
Engine 1 3500 | 30%
Engine 2 3500 30%
Maln rotor blade 25000 91%
Main rotor blade 25000 1 91%
Main rotor blade 25000 90%
Main rotor blade, 25000 90%
-Swashplate assy QIC n/a
Main rotor hub QlC nfa
Main transmission 4800 49%
T/R gearbox 3000 - 18%
Tail rotor blade 15000 84%
Tail rotor blade 15000 84%
‘Main servo 1800 40%
-Main serve 1800 40%
Main servo 1800 31%

Aircraft Inspection Information
Rating 1 - 10 (10 is new)

Nose radome

9

good paint, latches & lock |

Nosse gear / strut / tire

8

remaining tread

good extension, clean & 80-85%

‘Windshield

9

clear with no scraiches or crazing

L/ cockpit door

good paint, latch & lock

Door window

clear with no scratches or crazing

L/ rear door

good paint, latch & lock

Door window

clear with no scratches or crazing

Overhead cockpit windows

clear with no scratches or crazing

Baggage comp

clean good door fatch & lock

Left engine comp

clean

Left main gear / tires / brakes

clean no leaks 50-60% remaining tread

Left slde fussalage

glossy paint, no scratches or peslfing

Liside tailboom

giossy paint, no scratches or peeling

Underside belly

glossy paint, no scratches or peeling

TIR drive shaft cover

good paint, no scratches, good fasteners

Horlzontal stab

glossy paint, no scratches or peeling

‘Vertlcal stab glossy paint, no scratches or peeling
T/R blades clean with smooth leading edges
TIR hub clean and no leaks

R/side tailboom

glossy paint, no scratches or peefiﬁg

Right engine comp

clean

R/ rear door good paint, latch & lock
Door window clear with no scratches or crazing
R/ Cockpit door good paint, laich & fock

Door window

Right main gear, tires & brakes

clear with no scratches or crazing

v wlwlo|ooloie|eio|o|eioiolonlolololeiclolo

clean no leaks 50-60% remaining fread

STAFF 002666
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Condition of Paint 9 glossy, no oxidation, peeling or scratches

interior: .

Instrument panel g clean

Console 9 clean

Overhsad panasl 9 clean

L/front seat 9 Seatis gray leather w/sheepskin inserts

Rffron{ seat 9 Seat is gray leather w/sheepskin inserts

Lirear seats 9 Seals are all gray w/blue piping

Rirear geats 8 Seats are alf gray w/blue piping

Flooring 9 Light blue carpet with protective pad

Headliner 9 Gray leather

Ton:

Main rotor head 8 clean

M/R Blades 8 clean

Remarks: The cabin layout is a 5 passenger
configuration (fwd facing 3 & aft facing 2) it
has a center blond wood credenza with
NAT ICS control panel & a 12 volt power
point, It also has 5 Bose Aviation Headsets,

Avionics

Description Remarks

Garmin GNS530A Comm/Nav/GPS, IFR approved 2 each

Garmin Transponder GTX330, Mode S with Traffic

information service (no audio)

HeliPilot computers {autopilot and SAS system) SP711 2 each

| Flight Director (autopilot FZ-702 computer}
Kratos/Rogerson EFIS (EADI / EHS!) p/n 160E015-3 4 gach (All
' interchangeable)

Garmin MX-20 Multi Functioh Display, with Shadin Altitude

Serializer {p/n 9000M)

Skywatch SKY-497 TAS (displayed on the MX-20), consisting

of Skywatch TRC-497 computer, Sensor System Directional

Antenna {p/n 805-10880-001).

DME Receiver (KDM-708A

Marker Beacon Receiver (KMR-675)

Encoded Altimeter Indicator, Altimeter Indicator, & Vertical

Speed Indicator,

Honeywell Radar Altimeter Trans/Receiver (RT-300)

AMETEK Information Display Indicators 2 each

AMETEC Data Acquisition Unit computer

Weather Radar ART 2000 Antenna/Transmitter

Davtron Chronograph M877

STAFF 002667
FPL RC-12
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Miscellaneous & Optional Eguipment

Description

Remarks

Composite Tail Rotor Blades

Optional

Supplementary Auxiliary Fuel Tanks

TC kit

Engine Fire Control System

Optional

Chadwick/Honeywell VXP Vibration Monitoring System &
Equipment

Sponson Lights kit

TC kit

Pulsed Chip Detector system

TC kit

Whelen wing tip position & strobe lights on left & rlght
-elevators . 3

Recognition and boardmg_lgghts [ERsides

Precise Pulselight System for Sponson Lights & recognition
fights

STC # SH3319NM

L/side cabin retractable boarding step Whelen LED anti-
collision lights (upper & lower)

Reinforced, bird resistant wind screens

TC'd removed windshield wipers

12 VDC Power System in cockpit and cabin for crews and
passengers

Cockpit and cabin NAT ICS System

Aircell 8T-3100 SAT Phone System

Air Conditioner — Normaiaire ECU pack and water separator
system

Heads-Up Technologies Passenger Brigfing System

Artex C406-N HM ELT

Latitude Technologies SKYNODE Aircraft Tracking System

Reinforced Tail Rotor Drive Shaft Cover Assy

Acft. Increased max gross weight to 3000 kg. with installed
Enhanced Landing Gear struts on Nose and Mains

STC # SRO1848NY

Statement of Value Breakdown

Average Resale Value (Base) 2,800,000
Additions:

Misc and Optional Equipment $115,000
Total Additions: $115.000
Deductions:

High life limit component times $31,000
Total Deductions: $31,000
Fair Market Value: $2,884,000

The effoctive date of this appraisal Is: 01/11/11

It is this appraiser’s opinion that the “Fair Market Value” is $2,884,000

6

STAFF 002668
FPL RC-12
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Appraiser Comments

This aircraft is in excellent condition. It is a one owner and has been keptin a
hanger when not in use throughout its life. There have been no damages to the
aircraft and it is well maintained. The records are well organized, complete, and
clean. All AD's, SB, TB's etc are all current. Itis being maintained under the
CAMPS system.

The paint is a Matterhorn White, Dark Blue Metallic, Jadestone Metallic, and has
a Clear Coat (3480). It has a true shine and shows no signs of oxidation, crazing,
or chipping. The interior is also in excellent condition and is configured for 5
passengers with 2 aft facing and 3 forward facing leather seats. It aiso has a
Center Credenza/ with NAT ICS Control Panel & 12 volt Power Point. It also has
5 ea. Bose Aviation Headset X units for passengers.

Definitions & Explanations

The definition of Average Resale Value (Base) is the estimated Fair Market
Value that this year and model aircraft would sell for on the open market if all
component times, airframe times, major inspections, and engines are all exactly
at mid TBO/Life time. it aiso assumes that the aircraft itself Is in average
condition for its age and has standard avionics and equipment instalied.

The definition of Fair Market Value is, The estimated amount, expressed in terms
of money that may be reasonably expected for a property in an exchange
between a willing buyer and a willing selier, with equity to both, neither under any
compuision fo buy or sell, and both fully aware of all relevant facts as of a
specific date.

Listed in the Statement of Value Breakdown above, show the adjustments made
to the Average Resale Value (Base), where (his aircraft is either above or below
average condition or its components are higher or lower than mid-time. Some of
the items considered are the engine, optional equipment, avionics, hours on
components, and overall condition.

The research material used in determining the Fair Market Value of this aircraft
was information provided by the client, The Official Helicopter Blue Book, FAA
website, NTSB wehbsite, several “For Sale” websites,

This aircraft is currently operating under FAA Part 91 and is being maintained
accordingly. It appears to be well maintained and equipped and in above average
condition compared to others of the same model and year. It does, howaver have
a higher than average aircraft total time.

The Price Comparison, Cost, and Income Approaches have been considered in
determining the value of the subject alrcraft. After due consideration it has been
dstermined that the Price Comparison Approach is the only applicakle method to
conduct this appraisal. The highest and best use was also considered. The
following 6 comps were found.

STAFF 002669
FPL RC-12
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Comps

2003 AL109E Power s/n# 11172 TT: 987 $2,950,000 USA Jet & Helicopter 843-361-8400 Italy
2006 A109E Power s/n# 11673 TT:1163 $3,541,393 Castle Air 44-150-324-0543 UK

2002 A109E Power s/ndf 77777 TT:1125 $2,925,000 Mach Aviation Sve 35-31-813-8817 Ireland
2003 AT09E Power s/n#?7727 TT:1500 $3,200,000 Victor Cruz 713-385-7207 ’

2002 A109E Power s/n#11156 TT:1986 $2,500,000 Flight Source Intl. 941-355-9585

2003 ATO9E Power s/n# 11217 TT:2100 $3,500,000 Flight Source Int’] 941-355-9585

Pos e

-

The chart below shows the average, “mid-time aircraft”, fair market value trend since
March of 2008, Please note that between March and August of 2010 the value went down

over $300,000 or nearly 10%,
{info from HeliValues Biue Book}

55,000,000
$4,500,000
$4,000,000
$3,500,000
$3,000,000
52,500,000
$2,000,000
$1,500,000 -
$1,000,000

$500,000

s_

May-08
j.uI—US
Sep-08
Nov-08
Jzn-09
May-09
Jul-39
Sep-09
Nov-09
Sep-10
Nov-1G

Mar-08
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Pictures
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Appraisal Completed By:
e
-8
e letlimn & 7{\»5&15),

Willlam B Kellogg

Owner [ Appraiser
Aircraft Valuation

623.398.7255

Date of Report:

011111

23
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Self-Contained Appraisal Report

Completed 10 January 2011

2004 Agusta A109E Power Helicopter
- Registration # N298R

This appraisal report is prepared for
Florida Power & Light Co.

Prepared by: Wliliam B Kellogg -
Owner/Appraiser
Aircraft Valuation
623-398-7255

STAFF 002686
FPL RC-12
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I cortify that, to the best of my knowledge and belief:

* The statements of fact contained in this report are true and correct.

+ The reported analysis, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions and is my personal, impartial, and unbiased
professional analyses, opinions, and conclusions. _

*» | have no (or the specified) present or prospective interest in the property that is
the subject of this report and no (or the specified) personal interest with respect
to the parties involved.

» | have no bias with respect to the property that is the subject of this report or to

‘ the parties involved with this assignment.

+ My engagement in this assignment was not contingent upon developing or
reporting predetermined resulis.

* My compensation for completing this assignment is not contingent upon the
development or reporting of & predetermined value or direction in value that
favors the cause of the client, the amount of the value opinion, the attainment of
stipulated result, or the occurrence of the subsequent event directly related to the
intended use of this appraisal.

» My analysis, opinions, and conclusions were developed, and this report has been
prepared, in conformity, with the Uniform Standards of Professional Appraisal
Practics,

* | have made a personal inspection of the property that is the subject of this
report.

» No one provided significant real property appraisal assistance to the person
signing this certification. .

William B Keliogg
leletdaon (3 7&/);&.‘}

Scope of work for this assighment:

Examine information provided on aircraft condition and time/age.

Determine average Fair Market Vaiue for an average time aircraft.

Make appropriate adiustments for variations from averags times.

Determine whether the Price Comparison, Cost, and Income approaches are
relevant.

Conduct necessary and appropriate research by all means available.

« Prepare valuation report.

* & & »
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Aircraft Information Sheet
Agusta A109E Power
N298R

Client Information

Name: Greg Jacohs Company: | Florida Power & Light Co.
Telephone: 561-691-7066 Address: | 3800 Southern Blvd. Hngr 1625C
FAX: B561-694-4072 L -
Intended Users | To be determined | Appraisal | In house transfer

Purpose

Aircraft inspection Information

Aircraft Manufacturer Agusta

Alrcraft Modsl A109E

Year of Mfg _ 2004

Registration Number N298R

Serial Number 11618

Any known damage history None

Total Altframe Time / Landings 2067.8 /6305

AlF Cycles NIA

#1 Left Engine - Mfg. - Model P&W Canada ~ PW206C
SIN# ' RCE-BC0441

TBO 3500

TSN 2067.8

Hot Section O/C

#2 Right Engine - Mfg. - Model P&W Canada — PW206C
SIN# PCE-BC0434

TBO 3500

TSN 2067.8

Hof Section Q/C

12 Month inspection (Phase ll) Completed | 09/02/2010

AD's complied with

Current and up to date

Maintenance records

| All records are complets, current, weil
organized and easy fo read.

Remarks:

1.

No warrantee maintenance
programs for engine or
airframe.

Use Power Assurance
Trending.

Use OIil Analysis Program.

Uses CAMP Maintenance
system
Operates under FAA Part 91
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Major Time Life / TBO Components

Component Life Limit % Remaining
Engine 1 3500 41%
Engine 2 3500 41%
‘Main rotor blade 25000 92%
Main rotor blade 25000 92%
Main rotor blade 25000 92%
Main rotor blade 25000 92%
Swashplate assy QIC
Main rotor hub QIC
Main fransmission .4800. 57%
T/R gearbox 3000 33%
Tail rotor blade 20000 85%
Tail rotor blade 20000 86%
‘| Maln serveo 1800 27%
Main servo 1800 45%
Main servo 1800 24%

Aircraft Inspection Information
Rating 1 —10 (10 is new) .

Nose radome

9 clean, good paint, hinges and lock

Nose gear [ strut / tire

8 good extension, clean, 80% remaining
tread

Windshleid

9 clear with no scratches or crazing

L/ cockpit door

9 glossy paint, good latch and lock

Door window

clear with no scraiches or crazing

L./ rear door

glossy paint, good latch and lock

Door window

clear with no scratches or crazing

Overhead cockpit windows

clear with no scratches or crazing

Baggage comp

clean good door latch & lock

Left engine comp

clean

Left main gear { tires / brakes

clean, no leaks, B5-90% remaining tread

Left side fuselage

clean, glossy paint, ho chips or scratches

Liside tailboom

clean, glossy paint, no chips or scratches

Underside belly

clean, glossy paint, no chips or scratches

TIR drive shaft cover

clean, glossy paint, good laiches

Horizontal stab

clean, glossy paint, no chips or scratches

Vartlcal stab clean, glossy paint, no chips or scratches
T/R hiades clean with smooth leading edges
T/R hub clean, no leaks

R/side tailboom

clean, glossy paint, no chips or scraiches

| Right engine comp

clean

R! rear door

glossy paint, good latch and fock

Door window

clear with no scratches or crazing

R/ Cockpit door

glossy paint, good latch and lock

Boor window

clear with no scratches or crazing

Right main gear, tires & brakes

QOO HO O (OO0 WO OO0 |00 |0 O |w[|n

clean, no leaks, 85-80% remaining tread
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Condition of Paint 9 glossy, no scratches, chips or peeling
t Interior;

Instrument panel 9 well laid out and clean

Console 8 clean

Overhead panel g clean

Lifront seat 8 Seat is gray leather wisheepskin inserts

Rifront seat 8 Seat is gray leather w/sheepskin inserts

L/rear seats 9 Seats are all gray w/blue piping

| Rlrear seats 9 _Seats are all gray wiblue piping

Flooring 9 _Light blue carpset with protective pad

Headliner 9 Gray

Top: '

Main rotor head 8 clean

M/R Blades 8 clean

Remarks: The cabin layout is a 5 passenger
configuration (fwd facing 3 & aft facing 2) it
has a center blond wood cradenza with
NAT ICS control panel & a 12 voli power
point. It also has 5 Bose Aviation Headsets.

Avionics

Description Remarks

Garmin GNS530A Comm/Nav/GPS, IFR approved 2 each

Garmin Transponder GTX330, Mode S with Traffic

information service (no audio)

HeliPilot computers (autopilot and SAS system) SP711 2 each

Flight Director (autopilot FZ-702 computer)

Kratos/Rogerson EFIS (EADI/ EHSI) p/n 160E015-3 4 sach (All

interchangeable)

Garmin MX-20 Multi Function Display, with Shadin Altitude

Serializer {p/n S000M)

Skywatch SKY-497 TAS (displayed on the MX-20), consisting

of Skywatch TRC-497 computer, Sensor System Directional

Antenna (p/n 805-10830-001).

DME Receiver (KDM-706A

Marker Beacon Recelver (KMR-675)

Encoded Altimeter Indicator, Altimeter indicator, & Vertical

Speed Indicator.

Honeywell Radar Altimeter Trans/Receiver (RT—SOO)

AMETEK Information Display indicators 2 each

AMETEC Data Acquisition Unit computer

Weather Radar ART 2000 Antenna/Transmitter

Davtron Chronograph M877

STAFF 002690
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Miscellaneous & Optional Equipment

Description

Remarks

Composite Tail Rotor Blades

Optlonal

Supplementary Auxiliary Fuel Tanks

TC kit

Engine Fire Control System

QOpficnal

Chadwick/Honeywell VXP Vibration Monitoring System &
Equipment

Sponson Lights kit

TC kit

Pulsed Chip Detector system

Whelen wing tip position & strobe lights on left & right

| elevators ..

TC kit

Recognifion and boarding lights L8R sides

Precise Pulselight System for Sponson Lights & recognition
lights

STC # SH3319NM

Whelen LED anti-coiligion lights {upper & lower)

L/side cabin retractable boarding step

Reinfarced, bird resistant wind screens

TC'd removed windshield wipers

12 VDC Power System in cockpit and cabin for crews and
passengers

Cockpit and cabin NAT ICS System

Airceli 87-3100 SAT Phone System

Alr Conditioner — Normalaire ECU pack and water separator
system

Heads-Up Technologies Passenger Briefing System

Artex C406-N HM ELT

Latitude Technologies SKYNODE Aircraft Tracking System

Reinforced Tall Rofor Drive Shaft Cover Assy

Acft. Increased max gross weight to 3000 kg. with installed

STC # SRO1848NY

Enhanced Landing Gear struts on Nose and Mains

Statement of Value Breakdown

Average Resale Value (Base) $2,800,000
Additions.

Low life limif component times 50,000
Misc and Optional Equipment 115,000
Total Additions: 175,000
Deductions: 0
Total Deductions: 0
Falr Market Value: 2,975,000

The effective date of this appraisal is: 04/10/2011

It is this appraiser's opinion that the “Fair Market Value” is $2,975,000

6
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Appraiser Comments

This aircraft is in exceflent condition. It Is a one owner and has been kept in a
hanger when not in use throughout its life. There have been no damages to the
aircraft and it is well maintained. The records are well organized, complete, and
clean. All AD’s, 8B, TB’s atc are all current. It is being maintained under the
CAMPS system.

The paint is a Matterhorn White, Dark Biue Metallic, Jadestone Metallic, and has
a Clear Coat (3480}. It has a frue shine and shows no signs of oxidation, crazing,

_or chipping. The interior is also in excellent condition and is configured for 5
passengers with 2 aft facing and 3 forward facing leather seats. 1t also has a
Center Credenza/ with NAT ICS Control Panei & 12 volt Power Point. It aiso has
5 ea. Bose Aviation Headset X units for passengers.

Definitions & Explanations

The definition of Average Resale Value (Base) is the estimated Fair Market
Value that this year and model aircraft would sell for on the open market if all
component times, airframe times, major inspections, and engines are all exactly
at mid TBO/Life time. If also assumes that the aircraft itself is in average
condition for its age and has standard avionics and equipment Installed.

The definition of Fair Market Value Is; The estimated amount, expressed In terms
of money that may be reasonably expected for a property in an exchange
between a willing buyer and a willing seller, with equity to both, neither under any
compulsion to buy or sell, and both fully aware of all relevant facts as of a
specific date.

Listed in the Statement of Value Breakdown above, show the adjustments made
to the Average Resale Vaiue (Base), where this aircraft Is either above or below
average condition or its components are higher or lower than mid-time. Some of
the items considered are the engine, optional equipment, avionics, hours on
components, and condition.

The research material used in determining the Fair Market Value of this aircraft
was information provided by the client, The Official Helicopter Blue Book, FAA
website, NTSB website, several “For Sale” websites

This aircraft is currently operating under FAA Part 91 and is being maintained

accordingly. [t appears to be well maintained and equipped and in above average
condition compared to others of the same model and year. It does however, have
a higher than average aircraft total time.

The Price Comparison, Cost, and Income Approaches have been considered in
determining the value of the subject aircraft. Afier due consideration it has been
determined that the Price Comparison Approach is the only applicable mathod to
conduct this appraisal. The highest and best use was also considered. The
following 6 comps were found.
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Comps

2003 A109E Power s/n# 11172 TT: 987 $2,950,000 USA Jet & Helicopter 843-361-8400 Italy
2006 AYO9E Power s/n#f 11673 TT:1163 $3,541,393 Castle Air 44-150-324-0543 UK
2002 A109E Power s/n#f 72777 TT:1125 $2,925,000 Mach Aviation Sve 35-31-813-8817 Treland
2003 A109E Power s/n#77777  TT:1500 $3,200,000 Victor Cruz 713-385-7207
2002 A109E Power s/n#11156 TT:1986 $2,500,000 Flight Source Intl. 941.355-9585
2003 AL109E Power s/m# 11217 TT:2100 $3,500,000 Flight Source Int’} 941-355.9585

S

The chart below shows the average, “mid-tlme alrcraft”, fair market value trend since
March of 2008. Please note that'hetwesn March and August of 2010 the value went down

over $300,000 or nearly 10%,
{info from HellVriues Blue Book)
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Pictures
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Appraisal Completed By:

v
belatoonm & m%,
William B Kellogg
Owner | Appralser
Aircraft Valuation
623-398-7255

Date of Report:

01110/11
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JET PERSPECTIVES

Appraisers to the Corporaie Avlation Industry

INSPRCTION & APPRAISAL REPORT
FOR
CESSNA CITATION EXCEL
SERIAL NUMBER 560-5346

PREPARED FOR: |
FLORIDA POWER & LIGHT COMPANY
FEBRUARY 3, 2011
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JET PERSPECTIVES

Appraisers to the Corporate Aviation Industry

INSPECTION & APPRAISAL
REPORT

CRSSNA CITATION EXCEL, SERIAL NUMBER 560-5346

ASSIGNMENT

Jet Pesspectives (“JetPer”) has been retained by Floxida Power & Light Company (the
“Client” to offer Its opinion as to the Fair Market Value of one 2003 maoufactured Cessoa
Citation Iixcel (the “Subject Airciaft”) detailed below:

Manwfacturer Cessna Airraft Company
Model Citation Bxeel (Model 560XL)
Serial Nuwber 560-5346
Regisiration N346XT,
Dats of Mannfachure August 29, 2003
Bngine Model Two Pratt & Whitney PW645A
Total Time (bonrs/ cyekes)' 2,529.5 / 1,568
Confignation Hight Passenger Brecutive

1. Houts and cycles are s of Januaty 14, 2011

APPRAISAL ASSUMPTIONS

In an appraisal supported by an inspection and secords review, the subject aiscralt s
physically inspected and its malitenance recoids teviewed to determine its overall condition,
malntenance status and records quality. However, befose the inapection of the aitctaft itself,
JetPer first develops the sirceaft’s Fair Matket Value based npon the following assumptions.

» Unless otherwise noted, the aitftame, engine and othex major
components ate in a mid-life, mid-time status.

* That it is typleally equipped for a role as a cosporate sircraft and that it
does not have cquipment o characteristics that would matetinlly affect its
valve,

* Tts histosical and/or expected level of utilization for the sircraft is typical
for its make and model, ‘

* Ttis certificated and opesated under the avspices of the Federt Aviation
Administeation or other major regulatory authority if not registeced in the
United States.

1 The aiteraft is clean, and maintained undet the manufactorers
recommended taintenance progeam using factoty authorized
maintenance facilities.

1 The aireraft has no damage history.

* Al major modifications and/or repairs have been properly documented.
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JET PERSPECTIVES

Appraisers to the Corporate Aviation Industry

« I'he pitcraft has no outstanding Airworthiness Ditectives or maintenance
requirements.

JetPer then uses the condition and maintenance data obtained from the inspection of the
atrctaft to adjust for the vatiance frotn that assumed status. For instance, tecent major
airfiatne inspections or engine overhauls will add to the value of the aircraft.

In addition to the fotegoing assumptions about the aireeaft itsclf, JetPer also malkes two
futther assumptions regarding any possible transaction involving the Subject Afreraft:

®. That if sold, the aircraft will be sold as a single unit, not involved in a
fleet sale which would tend to discount from the value shown.

» ‘Ihbat the aircraft is not subject to an existing leasc. For the purpose of
this appraisal, JetPer does not consider the value of an attached lease
streatn-of its tax consequences,

VALUE DEFINITIONS

Fot the purpose of this appraisal, JetPer uses the following definition of Pait Matket Valae
ns defined by the American Society of Appraisess:

"% Fair Market Value is the amount expressed in money, as of a cettain date,
that may reasonably be expected for property in exchange between =
willing buyes and a willing seller with equity to both, neither under any
cotnpulsion to buy o sell and both fully awase of all relevant facts.

AIRCRAFT VALUE

On Janvary 15, 2011 JetPer inspected the Subject Alscraft and its tecords in ordet: 1o gather
independent information regarding its histoty, maintcnance status, equipment, and any other
information considered geemane to this appraisal. As wilt be detailed in the following
scction, thete are a numbet of jssues which, in the opinion of Jetler, collectively have 4
niaterial itpact upon the value of the aitetaft:

w Utilization. At the time of JetPer’s inspection, the Subject Alrcraft had
2,530 hours with 1,568 landings, Given its August 2003 date of
manufactute, this cquates to an average utilization of 343 hours per yens
with an averagé stage-length of 1 hour and 37 minutes dutation. Io
compatison, among the 34 available Citation Excels with known sisflame

Florida Power & Light Company
February 3, 2011
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JET PERSPECTIVES

Apprdisers to the Corporate Aviation Industry

tite, the average utilization is approximately 374 houts per year.
Consequently, with jta utilization approximately 8% less than this overall
flect average the value of the Subject Alreraft is modestly enhanced over
the average available Excel.

® Fugines, Aswith any other cotporate aircraft, the most important
considesation beyond the issue of utilization relates to the status of its
engines, In the case of the Pratt & Whitney P\W-545A engines which
power the Bxcel, hot section inspections are sequited at 2,500 hours
while the mote comprehensive engine overbais are due at 5,000 hours,

At the titne of JetPer’s inspection, the Subject Aircraft was equipped with
foaner engines. At 2,509 hours total time on the airframe (and both
engines) the originat engines were removed and shipped to the Peatt &
Whitney facility in Bridgeport, West Virginia for their required hot
section inspections, Upon reinstallation, both suffered from low oil
pressute problems and were sent back to Pratt & Whitney for repair.
JetPer has been advised that the first of these engines will, hopefully, be
repaired and reinstalled by the end of Rebeaacy 2011

An impottont issue relating to the aircraft’s overall value is that the
engines ate enrolled in the Prate & Whitney ProAdvantage Plus engine
progeam. Similar to the Honeywell MSP program, under the
PraAdvantage program the operator pays a fee for each hour of engine
opetation, which in tutn pays for all scheduled and unscheduled
MAintenance events,

Siven that the majority of Fxcet aitcraft are not envolled in an engine
ptogram, engollment in the ProAdvantage progtam, ot another
competing program offered by Jot Support Services, serves ta enhance
the overall value of the aitcraft. In the case of the Subject Alrcraft, based
upon the curtent status of its engines and their percentage of Jife
rerpaining before overhawl, JetPer would estimate that entoliment in the
program enhances the value of the Subject Airceafl by at least $400,000
compated 1o a similar aircraft without its engines carolled in such a

progeam,

Florida Power & Light Company
February 3, 2011
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*  Maintonanee. "L'ne Subject Alrcraft has been operated and maintained since
new uader FAR Past 91, that section of the Fedetal 4vintion Regulations
that pettain 16 privately owned aircraft. Since new the aiteraft has been
maintained under Cessna's recommended maintenance program, with all
maintenance tracked via CESCOM (Cessna Computetized Aircraft
Maintenance Program).

Since October 2008 the Subject Aiscraft has been maintained using the
new MSG-3 (Maintenance Steeting Group) guidelines. MSG-3 was
designed to alleviate the often costly and redundant maintenance
requireiments due under the “typical” Chapter § tnaintenance
reguirements and was otiginally touted by Cessna to teduce maintenance
costs by “up to 30%", Undes that progeam, toutine Phase 1 through
Phase 4 aitfrarae inspections, were required eveiy 300 hours or 24
months, with the most comprehensive inspection, the Phase 5, reguired
vety 1,200 houts or 36 inonths.

Undet the MSG-3 guidelines, many of the smaller tasks associated with
each of these Phase inspections have been broken down and 1made patt
of required “Inspection Documents”. 'This program will be discussed at
length in the following section,

Fot some operatots, patticularly those with their own in-house
maintenance such & maintenance segime is appealing, Conversely for
those opetators who rely upon outside maintenance to perform either
routine and/ot unscheduled maintenance events the need to do monthly
tasks may be solnewhat onetous, Consequently, in the opinlon of JetPer
entollment in the MSG-3 program is neither an enhancement to not
detraction from the value of the aircraft,

The loghooks seent by Jetler were considered to he in excellent overall
condition, with all maintenance events, scheduled and unscheduled alike,
properly and neatly iecorded, Tt should be noted that as with other
Citation aircenft, the logbooks of the Subject Aitcraft consist primarily of
MTRs (Maintenance Teansaction Reports) astanged in chronological
order from the time the airceaft was new, It appeats that all of these
MTRs wete properly aschived without any gaps in thelt sequencing,

As will also be discussed in the following scction, JetPer was impressed
with the maintenance-the airceaft lias received, with sotne maintenance

Florida Power & Light Company
Febsuary 3, 2011
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tasks mote strictly followed than required undet the Cessna
recommended maineznatice program.

v Cosmetic Condition & Confignrtion. The cosmetic condition and interior
configutation ase iinportant, albeit highly subjective, value considerations.

As can be seen from the photographs in Appendix IH of this repott, the
Subject Adrceaft is a very handsome, very clean, aitcraft both inside and
out and is devoid of any unique customization which would tend to
detract from the aitcraft’s value,

Tnside the aitceaft is considered to be in excellent overall conditlon, It
fentutes an cight passenget intetios, with & two-place divan opposite the
main cabin door, a forward four-place club arrangement and two fotward
facing seats in the aft cabin, The intetior was considesed to be in
immaculate condition with only minot wear noted.

Although the aitcraft still lias its original paint from 2003, last summer
the aitcraft was partially refurbished with its seats re-dyed and its wood
surfaces touched-up throughout the cabin,

w _Avioniesf Optional Exguipment, “I'he Subject Aircraft is a typically equipped
Citation Exeel with n Honeywell Primus 1000 avionics suite with a single
Universal Flight Management Systems and other avionics systems
suitable fot both domestic and international travel.

The cabin is also equipped with the typical complement of passenges
amenitics such as a passenges briefing system and galley with food
storage and coffee.

A significant option on the Bxcel sirciaft is the installation of an avxiliary
power nnit (APU). This is used to provide clecticity and environnental
controls when the engines ate off and during an in-flight emergency can
he used to provide electrlcity for an engine re-start. Among the 39 Excels
custently available fo sale, 11 aitcinft do not have an APU installed,
Given that the majotity of the Fxcel fleet is equipped with an APU,
installation does not enhance the value of an aitciaft; it becomes a
$250,000 deduction from value if not installed.

As the Subject Adtctaft has an APU installed there is no adjuatment to ts
value,

Flozida Power & Light Company
Februaey 3, 2011
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v MitceHlaneons Considerations, In the wotld of corporate sviation, an
aircinfe’s “pedigree” can affect its marketability and therefore its ovesall
value in the matketplace. In the case of the Subject Aitcraft, it bas had
only one ownet since new. The records wese found to be in very good
condition with most MTRs accomplished In-house o, for more extensive

- taintenance events; done by Cessna-maintsnance facilities... .. .

Among a fleet of 373 aitctaft, the Subject Aireraft with scrial numbey
560-0346 is the 346" aitcraft, making it one of the youngest Dixcels in the
fleet. In the opinion of JefPex this is « double-edged sword, Onone
hand, as one of the youngest aircraft it would be guite attractive In the
matketplace despite being one of the more expensive airceaft.

Convetsely, given the telative lack of these younget atrcraft, its value is
very tuch pulled downward by the availability of the oldet, higher time
alvcraft.

Another significant jssue enhancing its ovesall appeal is the fact that the
Subject Aicraft has had only one ownet since new, It hns been owned
an opetnted by a cornpany based in South Flotlda and consequently the
constant heat and humidity at its home basc may become an issuc for
some, However, based upon Jetlet’s inspection of the aircinaft, any
jssues regarding possible cottosion ase proactively addressed by the
Client’s in-house maintenance.

In addition to considetation of the technical status of the aitctaft, this information must be
weighed agrinst the cutrent market environment for Citation EXCEL alrcraft and from a
macto pesspective, the corpotate airceaft market as a whole, The most tecent report from
J.P Motgan - Global Hquity Resea rch, entitled Aemspuee and Deforse - Business Jet Monthly ~
Janwary 2010 (January 8, 2010}, notes number of broad issues affecting the marketplace for
light jets. Accoxding to this seport:

& “Ulsed jot invrntory, measwred by ‘wiverag? for sale as %o of the activ fleot’ deciversed 40
bps 1o 1.2.4% in Decenber, dechining 170 bps flom the peak in Juby Al light
baisiness jet modsls saw doclining invenfoties excep! Citation CJ3 (+80 bps) and
CJIf CJI+ (10 bps). The deorease in inwentories was primatily driven by Promiter
/1A, Citation Bxcelj XLS (-80 bps), CJ2/ CJ2+ (60 bps) and Leayjsl 40/45 (-
50 bps), white Citation V| Ultra) Bncore/ Bawors + (-30 bps) and C] 3 {10 bps)
alvo contributed.”

Flosida Power & Light Company
Rebruaey 3, 2011
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u “Light jet average asking price decreased 1.1% fo $4.3 miflon i Decorwber and was
down 21.0% yl'y, marking the 21 * soquantial dechine in tbe last 22 wionths and the
11 straight y/y donble-digit decrease. bz price decline was primarily dives by
differsait Citation todels — CJ2/ CJ2+ (14%), and V/ Ultmaf Bawore Encore+ (-
0.7%), wihile Leapjol 4045 prices alsa decreused 0.8%. Promier I/ 1A (¥5.7%)
and Besohjel 400/ Hawhkor 400 (+2.5%) switnessed price inereased, white Citation

CJ3 remained flat.”

w  Nived: Learjet 40145, Citation Boesl/ CLS, V/ Ultraf Encore/ Encore and
CJ2/ CJ2-+ suw decroased inpentories and lower prices, while CJ 3 bad flool prices but
forer iusentories,”’

As will be detailed later in this repott, aRmong the 371 xcels in service worldwide, 39
altcraft, representing tovghly 10.5% of the flect is available for sale, Iowever, given that 71
of these airctaft ase operated by feactional programs (9 with Citationair and 62 with
NetJets), these 39 aitcraft actually represent 13% of the iypleal “corporate” flect, 8 soft
market envitonment with the supply of available airceaft exceeding demand. Asking prices
for these available aircraft sauge from $2,65 million to $5.995 million with an overall average
of approximately $4.5 million. ‘

"The opinion of JetPet relative o the Tait Market Valae of the Subject Airciaft is therefore
based upot the cuttent status of the Subject Aitcraft taken in the context of the preveiling
macket envisonment. i thaf rgard, Jef Perspectives is of the apinion that the Swbject Airrafl, a 2003
sanafacinred Cessna Citation L, Serial Nimbor 560-5346, has a Fair Marker Valus of
$4,900,000.

Florida Power & Light Company
February 3, 2011
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AIRCRART INSPECTION SUMMARY

Tn suppott of the foregoing appeaisal, the Subject Aircraft and its recoeds wexe physically
inspected on Japuary 15, 2011 af the aviation Facilities of Flotida Power & Light Company

located at West Palin Beach Intetnational Afrport.

According to s United States Cestificate of Aircraft Registration dated October 7, 2003, the
Subject Airceaft is currently repistesed to:

Florida Power & Light Co
700 Universe Blvd,
Juno Beach, L 33408-2657

A copy of this document, as well as # copy of the airceaft’s August 29, 2003 issued US.
Cetificate of Aitworthiness can be found in Appendix I of this repott.

For the purpose of this appraisal, JetPer reviewed the single atefenme loghook, APU
logbook, and other miscellaneous documents, (As the original engines were out for
smaintenance, they were unavailable for review,)

The loghook for this aircraft is similas to that of other Citations, comptised of Maintenance
Transaction Reports (“MTR), which is an individual page fot each scheduled or
unscheduled maintenance event. For each event, a copy is placed in & binder, a copy stays
with the maiotenance facility aud another copy is sent to Cessna for inclusion in the alrcraft’s
mintennnce database. M1Rs ate properly agranged in chtonotogical otdes providing a
fogical sequence of maintenance events for the aircraft.

In the case of the Subject Aircraft, all MTR entries wete consideted to be typicel entrics
made for both scheduled and unscheduled maintenance events. Over the life of the aitcraft,
all routine maintenance events, for both the aitfiame and engines, have been made on time
and as required under the Cessna Citation mainlenance program.

‘The first MTR for this aiteraft was dated September 3, 2003 ac which time the Subject
Airerafe had 13,3 hours with 9 landings. Since new, the Subject Aircraft has been maintained
under Cessna’s continuous inspection progiam, as defined by Federal Aviation Regulation

Part 91.409()(3).

To facilitate recotd keeping, the aitcraft is maintained under CHSCOM, the Cessna
Computerized maintenance progeam. The CESCOM repot tracks the status of every
component, inspéction, Abrworthiness Directive and Customer bulletin issued on the aivceaft

Tlorida Power & Light Company
Februnry 3, 2011
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and is provided on a monthly hasis to the operatos. As wotk is accomplished, routine ot
not, the information is sent to Cessna who in turn updates the computetized recotds and
colssues the next monthly report. Fot the purposc of this appaaisal, JetPer was provided
with atircraft Status Report dated January 14, 2011, a copy of which is contained in
Appendix 11 of this repot.

Fou the first five yeats of service, the Subject Alscraft was maintained under the otigital
Citation “Chapter 5” maintenance program. Undex this progeam the most basic inspection,
the “B”, is tequited every 150 houts while the more cxtensive inspections ate the Phase 1
through Phase 4 inspections, each of which is requited evety 300 houts or 24 months, and
the Phasc § inspection, requited every 1,200 hours or 36 months, The inspection of specific
aireraft components ase called for in the Phase 7 through Thase 68 inspections.

Howevet, in Octoher 2008 at 1,823 houts total time, the Client elected to envoll the atecraft
i Cessnw’s MSG-3 Continuous Adtworthiness Program {Service Bulletin SB560RL-050-01).
Undet this progeam the Phase I through V inspections (which focused on the airfinme and
engines), have been seplaced with & progressive tppe system by which the vatious elements
of these inspections ate performed on s monthly basis. The appeal of the MSG-3 program
is that it seduces the redundancy of many of inspections and eliminates the need to tnke the

aiccradt out of setvice for the traditional Phase Inspections.

Tach inspection is referced to ag an “Tnspection Docament” with each inspection based
upon either houtly, calendat ot cyclical limitations. Inspeetion Document #1, for instance,
is tequited every 600 houts ot 12 months whichever comes fitst; the most extensive aitfiame
inspection, Inspection Docament #49, is due every 120 months and then evety 60 months
thercafter,

A teview of the MTRs and the Ainyaf) Stalns Report appeats o indicate that the Subject
Aiveraft is current under the Cessnr Contiauous Inspection pragrem with no overdue or
deferred itetns noted.

A major Issuc relating to the value of the Subject Airceaft, as Is with any other aitciaft, relates
to the status of the engines. In the case of the Subject Alrcraft, the Pratt & Whitney
PWH45A engine which powets fhe Mxcet has an overhaul limit of 5,000 houts; the hot-
section inspection is due at 2,500 houts,

At the time of JetPer’s inspection, the Subject Aircraft was equipped with tvo replacetnent
“Joanes” engines. At 2,509 houss on the ajrframe (and both engines), both engines wete
semoved from the altesaft and shipped to Pratt & Whitney’s Bridgepost, West Virginla
facility for thelt requited hot section inspections. Upen completion of that wortk, both
engines wote 1ej nstalled on the aircraft and it was found that both suffered from problems

[lovida Power 8 Light Company
Rebranry 3, 2011
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with low oil pressure. As a result, both engines wete shipped back to Pratt & Whitney for
repair, JetPor was advised that one of these engines #ay be teinstalled by the end of
Febiuaty; the other engine sometime in March,

It is impottant to note that both engines ate encalled in the Pratt & Whitney ProAdvantage

 Plus engine program.  Under this program, at operatos pays « fee for each hout.of engine
opesation which i tutn covers both scheduled and unscheduled englue maintenance events.

fn the case of the tecent hot section inspections and subsequent repaits, the costs will be
bosne by Pratt & Whitney. Whea the engines ate due thoir 5,000-hour overhaul, assuting
continued entoliment in the program, the cost of this work will also be paid by Pratt &
Whitney.

The auxibiary power unitis Honeywell RE-100 designed to provide clectrical power and
heating and cooling while on the ground and is cettifiect for in-flight opetation if necessaty.
This medel of APU is maintained on an “on-condition” basts, being repaired ar overhauled
only when necessaty. Tiis entolled in Citation’s AuxAdvantage Plus progeam which, based
on 4 monthly foe, provides coverage for both scheduled and unscheduled malntenance
events. As of the date of JefPer's inspection, the APU had 953.9 houts with 1,679 cycles.

As a mattes of routine, JetPer examines any Forn 3375 which have been issued. An FAA
Fotm 337 is requited for the “repair, modification of altetation” of an aftcsaft, its engines ot
propellets. As the Subject Alrcraft is equipped exactly as it was delivered, without any
additional equipiment or modifications, and as the aitcraft has suffered no damage, there
have been no Foim 337s issued.

A lopbook entty, dated July 14, 2010 when the alrcralt had 2,356 hours, indicates that the
Subject Adtctaft undetwent a lightening strike inspection. In the opinion of JetPet this is not
an extraordinaty event, but mther one that s called for when the aircraft is stuck by
lightening. As there was no damage suntained by the aicciaft, this event is considered by
JetPet to be inconsequential to the value of the atrcraft, '

Cosmetically, the Subject Alrotaft is considered to be in exceltent condition. (See Appendix
111 for photographs.)

On the outside, the aivcraft is painted in Matterhorn White with Cypress Blue, Platihum and
Insignia Blue steipes. Although scen by JetPer under the lights of the hangar, the aireraft was
cleatly in excellent oversll condition with  high gloss finish over ail of its susfaces. Typicat
sminot paint chipping was noted, most notably around the windscreen and inspection plates,
but thesc impetfections appeat to have been propetly touched-up. All of the cabin windows
wete consideted to be in excellent ovesall condition free of condensation or glazing

Florida Power & Light Company
Febtruary 3, 2011
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The intetios of the Subject Aitcaft is configued for eight pasrengets, Actoss from the main
cabin door is a two-place divan. In the forwatd cabin is a four-place club arrangetnent with
two forward facing seats in the aft cabin. An enclosed lavatoty with vanity and toilet ace in
the far aft section of the cabin,

In August 2010, the Subject Aitcraft underwent a nutober of scheduled maintenance events
at West Star Aviation, During that wortk, the intevior of the aitceaft was prrtially refurbished
with the passenget sents re-dyed and the woodwark, thtonghout the cabin, touched up. Asa
cesult of this tecent refurbishment, JetPer is of the opinion that the interiot of the aitckaft
was I excellent condition, partealatly given that it is now 6% years old.

JetPer was very impressed with the Clients maintenance policies. Recognizing, for instance,
that the envitonment of theit South Florida base can have harmful affects upon aitcraft, the
“typical” maintenance has heen modified to make proactive procedutes.

Tros instance, both engines soutinely undeigo “de-galinization” washes designed to remove
harmful salts and other pollutants than can decrense engine life. The rubber de-icing
“boots” on the horizontal stabilizer ate routinely treated and inspected every 30 days to
ensyee that they work when called upon and to avoid the sutptise of costly cortosion often
found undetneath of them. For instance the logbooks contain a lettet from Cessna, dated
Febtuaty 16, 2010, based upon the discovety of cortosion on the leading edge of the sight-
hand hotizontal stabilizer, Cessna’s lotter yecommended the propet way to treat the
corosion and this was accomplished by the Client’s maintenance personnel.

In addition, undet the Cessna MSG-3 progtam, batteries ate to be inspected on # regulat
Dasis. . ...the Client not only inspects them when requited, but “deep cycles” them ns well to
ensute that they have maxitnum electrical capacity.

In summary, the Subject Airceaft is an extremely well maintained Citation Hixeel with
excellent maintenance docutmentation, overseen by professional, dedicated and conscientious
inatntenance petsonnel. '

Flotida Powes & FLight Company
February 3, 2011
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AIRCRAFRT SPECIFICATIONS & EQUIPMENT

The following is a brief desciption of the Subject Alreraft including its avlonics, equipment;
.. houts and cycles based npon Its January 14, 2011 inspection:

Total Time Ahframe.  2,522.5hows

Total Landings: 1,568
Bngines: (enrolled in ProAdvaniage)

: Left Right
Manufactmer: Piatt & Whitney Piatt & Whitney
Model: PW545A PW545A
Serial No.: PCE-DDO217 PCE-DDO216
Total Time: 2,509.3 2,509.3
Total Cyoles: 1,562 1,562
Howrs Since Hot Section: 0 ¢
Howrs il Overhand: 2,500 2,500
Awxiliary Power Unit:
Modst: Honeywell RE-100 (X1)
Serial Nunbor; P-408
Tiéme Since New: 953.9 houts
FIST Interval: On Condition
Awianics: '
Honeywell Primus 1000 Avionics Suite Universal UNS-1 Flight Mgmt. System
Honeywell AA-300 Radio Altimeter Honeywell Primus 800 Radat
Dual Honegwell RNZ-850 Navs g::ia;}ioncywcﬂ RM-850 Radio "Tuning
Dual Honeywell DF-850 ADFs Dual Honeywell TR-B50 Comms
Dual Honeywell RCZ-~833 Ttanspondets Dual Honeywell DM-850 DMFs
Honeywell Mark V BEGPWS King KHF-950 HF w/Selcal

Honeywell TCAS I w/Change 7

Flotida Power & Light Company
Februaty 3, 2011
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 Additional Bquiprent:

RVSM Cextified Artex 406 BLT with ELT Nav Interface
APU Hobbs Meter in Cockpit é\\:::::::cs Dispatch Ground Powet
Cockpit Voice Recordes Cockpit Speak Audio Inhibit Switch
Pulse Light System . Andio Checklist — Cabin Briefer

Ni-Cad Batteties Electionic Eagine Chip Detector
Cockpit Speaker Mute Switch B&D Cabin Information Display

Two 110-Voli Rlectrical Outlets &

Fax/Data Port

Cosstivs: {See Appendize T for photographs)

Interior: Original eight passenges cabin, with refusbishment by Weat Star Aviation in August
2010, Two:place divan opposite cabin doot, four-place club in the mid-cabin and two
forward facing seats in the aft cabin, All scats upholstered in heige leather. Multi-coloted
peomettic lower sidewall, Off-white uppes side-walls and head liner. All hard-wood
sutfaces ate done in an unknown reddish-brown wood. Considered to be in excellent overail
condition,

Hacorior: Alzeraft painted in August 2003 by Cessna, Qvernll Mattethorn White with Cypress
Blue, Platinum and Insignla Blue stripes. Consldered to be in excellent condition,

Florida Power & Light Company
Febyuary 3, 2011 '
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CITATION EXCEL BACKGROUND AND MARKET OVERVIEW

The Citation Excel attemnpted to addtess a shottcoming
for the teadition light jet, namely the lack of a stand-up
cabin, That changed when Cessiya uiveiled a new
addition to its prolific Citation line, the Citation Hxcel.
First announced at the National Business Aviation
Association’s 1994 convention, it flew its initial flight in
. Rebruary 1996 and was cectified in Aprit 1998 with fust
customer deliveties ocourting in july of that yeat.

In the Excel, Cessna brought together the high end of its light jet line with » fuselage tooted
in the company’s midsize aitcraft. The fusclage is viemally the same length as that of the
Citation VII, and has cross-section is exactly the same as the top-of-the-line Citation X, An
under fuselage wing catuy-theough configutation allows the cabin’s dropped aisle to extend
all the way aft, opening into a sprcious lavatory behind which is 2 clothes closet suttable for
hanging suits.

The rest of the aitframe has much in common with the Citation Ultra including the high
performance straight wing featuring swept wing roots and the cruciform tail. One featuce
not retained from the Ulkea Is its stiff landing geas, sepliced by the much more forgiving
trailing Hnk geat, In the cockpit, the Excel is practically identical to the Ultra, equipped with
the same Honeywell Primus 1000 avionics saite. .

To deliver Ultra performance with the added weight itnposed by the larger fusclage, the

Excel is powered by two Pratt & Whitney PW 545A turbofan englnes that deliver 3,640

pounds of thrust each. The power gain represents an increase of 595 pounds pet engine
over the Pratt & Whitaey T151-5D that power the Ultea,

The Pxcel and XL, each with a cabin volume of 461 cubic feet, sit astride the traditional
market definitions of light and medium size cotporate aiscraft. Its cabin volume is Insge for
the typical fight jet and small compared to medium aircraft. Similatly, the aircraft bas the
excellent runway pesformance of smaller ajtcrafy, yet its range/payload capabilities are
similar to that of larget, more expensive aiccraft.

Flotida Power & Light Company
Fobruary 3, 2011
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"I'be first Bxcels, delivered in 1998, had an average equipped price of approximately $7.6
million, representing the heavy discounting typically offeted for new production aitcraft,
The following year, the avesage delivered price jumped to $8.3 million, while for those
aitceaft delivered in 2000 and 2001 the avetage prices wese almost $8.6 million and $9.3
million tespectively.

1n 2004, aftes building 373 drcraft, manvfactire of the Excelwas discontinued sod replaced
by the cutrent production XIS, The XIS is powered by the Peatt & Whitney PW545B
engines that provide an incrense of almost 5% of theust compated to the original PW545A
engines on the Hxcel. In addition, the standard equipment Jist of the XLS incosporates over
$600,000 in equipment that was optional on the Excel. ‘The nine place interiot includes a
six-place center clab seating configutation, with & two place belted couch and aft left hand
belted (optional) toilet.

Relative to the market for pre-owned Excels, JetPer is aware of 39 aitcraft available fot sale,
teptesenting roughly 10.5% of the 371 Bxcels In service wotldwide, However, when the 71
fractionslly operated airctaft are removed from these feet statistics, these 39 aircraft
tepresent $3% of the fleet, an even softer market envitonment with the supply of available
aircraft exceeding demand,

Built in 2003, the Subject Aircraft is one on the younger Citation Exeels, Consequently,
JetPer has focused its research efforts and market inquiries only upon those aircraft which
are 2002 ot younger. In that regard, 11 of these youngest aircraft are known to be avatlable
for sale. Isiterestingly, during the last three years of production (2002 - 2004) 150 aitcraft
were manufactured, consequently these 11 aircinft sepresent 7.3% of the flect, a lovel of
availability consistent with a “balanced” matket envitonment.

The table on the following page prescuts an overview of the 11 2002-2004 built Citation
Excels that are known to be currently available for sale. It needs to be acknowledged that
this list of available aircraft and the subsequent review of transactions represent a brond
over-simplification of the Bxcel matketplace. Fach available alrcraft and each aivceaft sold,
tepresents o naique history, unigue maintenance status, equipment, modifications and
innunerable other factors, In valuing the Subject Aircrafl, [P is attempting to define the
market extremes and to approprintely place the Subject Alscraft within these market
precedents.

Florida Power & Light Company
Febtuary 3, 2011
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Cessna Citation Fisvel

(2002 ~ 2004 Models)
Availability Surmmary
Serial Y of Total Asking Price
c Noo Mg o Oy o Tee - APU  fwillions of UST))
- BEurojet Aviation
5228 2002 (Fongland) 2,800 N 6.995
5229 2002 Cessna Preowned Citations 6,537 N +.950
5233 2002 Childish Crentions 1,625 Y 5295
Netjets Transportes )
3235 2002 (Portugal) 6,088 Y Make Offer
Granatd Lid, t
542 2002 Roghnd) 216 Y 3.995
Qucensway Aviation Lid. . , .
5266 2002 (Fghnd) 2,150 ¥ 7,100
5288 2002 Intetjet Hellenic Aviadon 3,496 v 4795
(Greece)
5325 2003 Atlanta Jet Inc. 1,200 Y 5.195
5368 2004 Poonawsll Group 2000 Y 5.000?
(India)
5370 2004 McDonough Capital 1,099 Y 5995
¥ rincan i
5371 gop4  ClobalAvircwo Bxecutiva oy oy Make Offe
{Brazil) .

1, The low asking price reflects damage history.
2. Unconiitmed price.

An obvious obsetvation is that among these 11 aitcraft, seven of thetn are registered outside
of the United States. Among these, the respective owners of serial namber 5228 and 5866
have both overpriced thelr aitcraft, each hoping to sell their ircraft within the UK,

Among some of the available U.S, segistesed aitcraft, the pilot of serial number 5233 advises
that despite the §5.295 million asking price, they have received offers in the $4.5 to $4.55
million range. Duc to the aircealt’s relatively low altfiame titue, the ownet is hoping for
around $4.75 million.

Sirnilatly, Cessna Finance who tecently repossessed serial numbet 5325 is hoping to achicve
a price in the §4.8 million range. Given that this is the only available 2003 built aircraft, this
nuinber becotnes afi impostant data-point in establishing the value of the Subject Aircsaft.

Flosida Power & Light Company
Febivary 3, 2011
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However, it is important to note that this altcraft has more landings than houss (1,290 houts
ared 1,309 landings) and its engines arc not entolied in an engine program.

In addition to the availability of these alceaft, JetPer is aware of a numbet of other Fxcel
. teansactions which have occurred in the 2" half of this yeat involving late mode! (2002 and
younger rirceaft) and U.S. based customers:

¥ Serial Nuwber 5277, Sold in Septembey, this was a 2002 built aiccraft with
4,043 hours total time, sold from King Aviation to Soda Corners 1L LLC.
JetPer has learned that this airctait sold for $4.5 million,

® Serdal Numwber 5297, Sold in December, this is the most recent sale of a
late model Excel. It was a 2002 built aircraft with approximately 2,620
houss total time and sold from AGP Baterptises LLC to ¢ company in
Canada. The aircraft had an APU but was not envolled in an engine
program. JetPer has learned that this aicemft sold for approximately $4.5
milfion,

W Serlal Nusirber 5336, Sold in June, this was a 2003 built aiccraft with
nimost 2,300 howts, and like the Subject Aircraft had APU and was
cneolled in an engine program. The alrcraft sold from Jim & Mike
Leasing LLC to Cardinal Capital Patiniers, The broker advises that the
aircraft sold far $5.2 million,

¥ Serial Number 5357, 'This sale involves the youngest Excels to have sold
over the past six months, This was a 2004 built aivcraft with only 776
hours totel time and APU but was not enroled in an engine program.
The aiccraft sold in October from Mansgement Weat LLC to CNH LLC.
The selling broker, who had set an asking price of §4.95 million, advises
that the aircraft sold within a month for around $4.7 million. JetPet is of
the opinion, that based upon the sale of 5336 and the availability of the
older serial number 5325, the sale of this alreraft at roughly $4.7 million
would have been an excellent purchase, but its selling price is not
necessarily reflective of the matket.

© Besides these three “retail” sales, JetPer is also awarce of one aireraft that was traded to
Bombardier and then resold to England (serial number 5265); another aircenft sold by
Ceusna to a customet in Chile (servial number 5278); and serial munber 5280, an ajvcraft with
roughly 7,500 houss total time, formerly operated as a Netjet fractional aiceraft. Due to the
unique situation which surrounds each of these aircraft (i.c,, inteinational exchange rates and

Hiorida Power & Light Company
Febtuary 3, 2011
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vety high time), JetPer is of the opinion that these salcs bave no meaningful beating on
cstablishing the value of the Subject Alrcraft.

In the opinion of JetPet, the real dynamic in this matket can be found in reviewing the Bxcel
teansactions, Given the problems affecting the overll cconomic envitonment, potential
customets for these aiternft scem to be favoring the oldest, least expensive aitceaft, During
the last six months of 2010, only two 2003 and 2004 built airceaft tinded. Conversely,

“wmong 1998 and 1999 bwilt aireraft, alrceaft which represent the first two yeais of
production, there have been eight tetail transactions, Given that the values of these aitemft
rec approximately §3 to §3.5 million, there is a difference of roughly $1 to $1.5 million
betweon the oldest and youngest Bxcels and it is this difference in pricing which has no
doubt stimulated market interest in the older aiveraft.

COVENANTS

Jet Pesspectives has no present or contemplated future interest in the subject propesty or any
othet interest which might tend to prevent making a faic and vabiased appraisal. This report -
has been prepared for the exclusive use of the Client; JetPet will not provide it to any other
party without the express consent of Client. JetPer docs not assuine tesponsibility or legal
liability for any actions taken, ot not taken, by Client or other pazties concerning the
equipment, By accepting this repott, all pattics apree that JetPer shall beat no sach
tesponsibility or legal liability including liability for special o consequential datnages.

JetPes heteby certifies that, to the best of its knowledge and belicf, the statements of fact
contained in this teport ate true and correct, and this repost has been prepared in conformity
with the Uniform Standatds of Professional Appsaisal Pactice of The Appaisal Foundation
and the Principles of Apptaisal Punctice and Code of Bthics of the American Society of
Appraisets.

[ W

Robert M. Zuskin
President

Jet Pesspectives
Februaty 3, 2011

Flotida Power & Light Company
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INSPECTION & APPRAISAL REPORT
FOR |
CESSNA CITATION XLS
'SERIAL NUMBER 560-5603
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FLORIDA POWER & LIGHT COMPANY
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INSPECTION & APPRAISAL

REPORT

 CESSNA CITATION XLS, SERIAL NUMBER 560-5603

ASSIGNMENT

Jet Petapectives (“JotPer”) has been retained by Flozida Power & Light Company {the
“Client”) to offer its opinion as to the Fair Market Value of one 2005 manufactured Cessnn
Citation XLS (the “Subject Aitctaft”) detailed below:

Manwfeactiurer Cessna Airergfi Company
Mode! Citation X1S (Made/ 560X1)
Serial Nuwber 560-5603
Registration : N868XI.
Date of Manrdacture Decembes 12, 2005
Engine Model Two Pratt & Whitney PW5455
Total Time (honrs/ cyotes)! 1,721.1 / 936
Configuration Nine Passenger Executive

1. Hours and eycles ate as of Jannary 14, 2011,

APPRAISAL ASSUMPTIONS

In an appraisal supposted by an inspection and records roview, the subject aitcralt is
physically inspected and lts maintenance records reviewed to determine its overall condition,
maintenance status and records quality, However, before the inspection of the aivcraft itself,
JetPer: first develops the aitceaft’s Fair Market Value based upon the following assumptions.

Unless otherwise noted, the aitferrae, engine and other major
componcnts ate in a mid-life, mid-time status.

"fhat it is typically cquipped for a tole as 1 cotporate airceaft and that it
does nat bave equipment or characteristics that would matetially affect its
value, .
Its histotical and/or expected level of utilization for the aitcralt Is typical
for its make and model.

Tt is cestificated and operated undet the auspices of the Federal Avintion
Administration ot other major tegalatory authotity if not registered in the
United States.

The aiteraft is clean, and maintained vader the manufactuters
recommended maintenance program using factoty authorized
mnintenance facilides.

The aircraft has no dumage history.

All major modifications and/or repaits have been propery documented,

iation Industry
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% 'The aircraft has no cutstanding Airwotthiness Ditectives oy maintenance
requiretments,

JetPec then uses the condition and maintenance data obtained from the inspection of the
aircraft to adjust for the vatiance from that assumed status, For instance, recent major
airframe inspections ot engine ovetliuls will add to the value of the aircraft, |

In addition to the foregoing assumptions about the aitceaft itself, JetPer also makes two
further assumptions reparding any possible transaction involving the Subject Ajvcinft:

* That if sold, the aivcraft will be sold as 2 single unif, not involved in a
. fleet sale which wonld tend to discount from the value shown.
= That the nitceaft Js not subject to an existing lease, For the purpose of
this apptaisal, JetPer does not consider the value of an attached lease
streatn of its fax consequences,

VALUE DEFINITIONS

For the putpose of this appraisal, j’et‘Pcr uscs the following definition of Fair Market Value
as defined by the Ametican Socicty of Appraisers:

2 Fuir Market Value is the amount expeessed in inoney, 43 of a cettain date,
that toay reasonably be expected for property it exchange between a
willing buyer and a willing seller with equity to both, neither undet any
compulsion to buy ot sell and both fully aware of all relevant facts,

AIRCRAFPT VALUE

On Januaty 15, 2011 JetPer inspected the Subject Airceaft and its records in order to gather
independent information regarding its history, mainitenance atatus, equipment, and any other
information consideced germane to this appraisal. As will be detailed in the following
section, there are 2 number of issues which, in'the opinion of JetPet, collectively have a
materinl impnct upon the valoe of the airceaft:

*  Utilization. At the time of JetPer's inspection, the Subject Alrcraft had
1,721 houss with 936 landings. Given its December 2005 date of
manufactute, this equates to an average utilization of 345 hours per year
with an avesage stage-length of 1 hour and 30 minutes duration, In
comparison, among the 20 available Citation XLSs the average utilization

Florida Power & Light Company
February 1, 2011
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is approximately 380 houts pet yea. Consequently, with its utilization
approximately 9% less than this overall fleet average the value of the
Subject Aitcraft is somewhat enhanced over the average available XIS,

*  Ergines, As with any other corpotate nircsaft, the most important
consideration beyond the issue of utilization selates to the status of its
engines. In the case of the Pratt & Whitney PW-545B engities which
powet the XLS, Hot Section Inspections ate tequired at 2,500 houts
while the more corprehensive engine overhauls are due at 5,000 hours,

Relative to the Subject Airceaft, the houts and cycles of the left-hand
engine are matched with to the aitframe. In July 2010 the right engine
was temoved for repaits (due to temperatate issues) and svas reinstalled
in October. During that time, the aitcraft (and left engine) had
accumulnted an additional 81.7 hours and 46 cycles, the cutrent
ditfetence in hours and cycles between the two engines.

An important issue relating to the aicceaft’s overall value is that the
engines are entolled in the Pratt & Whitney ProAdvantage Plus engine
program, Similar to the Honeywell MSP program, under the
ProAdvantage program the operatar pays a fee fot each hout of engine
opeation, which in turn pays for all scheduled and vnscheduled
maintenance events,

Given that the majority of XLS aircraft are not enrolled inn an engine
progiam, -entollment in the ProAdvantage program, ot another
competing program offered by Jet Suppott Services, seives to enbance
the overall value of the aitetaft, In the case of the Subject Alrcraft, based
upon the cutrent status of its engines and theit percentage of life
remaining before overhaul, JetPer would estimate that entollment in the
program onhancea tho value of the Subject Aitcraft by at least $400,000
compared to a similar elreraft without its engines enrolled in such #

program.

«  Maintenance. "T'he Subject Aftceaft has been opetated and malntained since
new under FAR Past 91, that section of the Federal ~viation Regulations
that pectain to privately owned aicctaft. Since new the aircraft has been
maintained under Cessna’s recommended nmintenance program, with all
maintenance tracked via CESCOM {Cessna Computerized ~diveraft
AMaintenance Program),

Florida Power & Light Company
February 1, 2011 -
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Since October 2008 the Subject Aircraft has been tnintained using the
new MSG-3 (Maintenance Steeting Group) guidelines, MSG-3 was
desigiied to alieviate the often costly and redundant maintenance
requitements due under.the “typical” Chapter 5 maintenance
requirements and was ogiginally touted by Cessna to reduce maintenance
costs by “up to 30%”, Undey that program, routine Phase 1 through
Phase 4 airframe inspections, wete requited every 300 hours or 24
months, with the most comprehensive inspection, the Phase 5, required
very 1,200 houts ot 36 mounths,

Under the MSG-3 guidelines, many of the smaller insks associated with
ench of these Phase inspections have been broken down and made patt
of requited “Inspection Documents”. "This program will be discussed at
Iength in the following section.

For some opetators, patticulatly those with theit own in-house
maintenance such a roaintenance regime is appealing. Conversely for
those operators who tely upon outside maintenance to petfotin cither
routine and/or unscheduled maintenance events the need to do monthly
tasks may be somewhat onerous. Consequently, in the opinion of jetPer
entollment in the M8G-3 program is neither an enhancement to not
detraction from the value of the aivcraft.

"The logbooks seen by JetPer were considered to be in excellent overall
condition, with all maintenance events properly and neatly recorded. It
should be noted that as with other Citatlon alrctaft, the logbooks of the
Subject Aircraft consist primaitly of MTRs (Maintenance Transaction
Repouts) arranged in chronological otder fromn the titne the airceaft was
new, It appeats that all of these MTRs were propetly archived without
any gaps in their sequencing,

As will also be discussed in the following section, JetPet was iinpressed
with the maintenance the aiceraft has received, with some maintenance
tasks more strictly followed than requited undet the Cessna
recommencled maintenance program,

v Coswetic Condition & Confignmtion. The cosmetic conditdon and intetior
configoration are important, albelt highly subjective, value constderations.

As can be seen from the photographs in Appendix 111 of this report, the
Subject Airceaft is a very handsome, very clean, aiveraft both inside and

Florlda Powet & Light Company
Hebruaty 1, 2011
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out and is devoid of any unique customization which would tend to
detract from the aitceaft’s value,

An unususl aspect of the Subject Aitceaft is that as a new airexaft in carly.
2000, its paint was contracted to an outside contractot, Duncan Avlation
in Lincoln, Nebeaska, According to the Client’s maintenance personnel,
at the time of its impending delivery, Cessna did not have the ability to
paint the aiteraft without incurring delivery delays. As a tesult, this
aitcraft, as well as several other atreraft, were painted by facilities other
than Cesana.

Tt should be noted that Duncan Avigtion is consideted one of the best
refurbishmment facllities in the United States. Despite the fact that the
paint on the Subject Aircraft is slmost five yeats old and despite the fact
that it was seen under the lights of the hangat, it was appatent that the
paint was in excellent overall condition with good coverage and high
gloss.

Inside the nireraft is also considered to be in excellent overall condition.
It featutes a nine passenger intetior, with a two-place divan opposite the
aain cabin door, a forward fous-place cluby astangement, two forward
facing seats in the aft cabin and a single side-facing, belted “potty” seat in
the aft lavatory, The intetior was consideted to be in immaculate
condition with only minos wear noted.

v Avionice/ Optional Equipment. The Subject Adtcraft is a typically equipped
Citation XLS with a Honeywell Primus 1000 avionics svite featuting dual
Universal Flight Management Systems and other avionics systems
suitable for both domestic and International travel.

‘The cabin is glso equipped with the typical completment of passenges
amenities such as a passenger briofing system and galley with food

storage and coffee.

v Misesllaneons Consideraions, In the wotld of corporate aviation, an
alrcraft’s “pedigree” can affect its matketability and thegefore its ovessll
value in the macketplece, In the crse of the Subject Alrcraft, it has had
only one owner since new. The recoids wete found to be in very good
condition with most MIRs accomplished in-house or, fot mote extensive
maintenance events, done by Cessna mnintonance facifitics,

Flotida Power & Light Company
Rebranry 1, 2011

STAFF 002735
FPL RC-12

120015 Hearing Exhibits - 01368




JET PERSPECTIVES

Appraisers lo the Corporale Avialion Inustry

OfF some concern however is an event that accutred eatly in the life of
the aitcraft, which would be considered “damage history”, an event
which will no doubt affect the aircraft’s value, In November 2006, with
only 303 houts total time and 176 landings, while undergoing routine
maintenance the tail cone of the Subject Aiseroft was punctured by a jack
stand, As a result of the damage, the alrcraft requited some repalts
engineered specifically for this sircraft.

It is important to recognize that the value of a cogporate aitcraft is 4 function not only of
basic market forces (e.g. supply and demand) but also of other extraneous factors. These
inciude such items ns an aitcraft's age, demogtaphics and ealiber of owners, aliceaft location,
maintenance practices, completencss and level of documentation, and whether or nat the
aiveraft has suffexed any damage, major ot minoy, Collectively, these items crente an
aireraft's “pedigree” which can have a material impact on its value and marketability.

Tn the opinion of JetPet, datage histoty of an aitcraft, excluding total loss, can seduce its
value from 0% to 50% below what would otherwise be its Fait Market Value. The level of
discouat depends on the extent of damage, the type of incident, the tine since the damage
was tepaiced, the expettise of the repait facility, the thoroughness of engincering documents
and the natute of the aircraft matket at the time the aitcraft is offered for sale, "Lhese issues
can be weighed by a prospective purchaser and applied judgmentally on a case by case basis.

In attempting to determine the impact of damage upon an aitcraft’s value, in the opinion of
JetPet, it is lnpostant to distinguish between damage which is inflicted because of an
operational incident (i.e, geas up landing, stitking 2 fixed object, overrunning 4 tunway) and
passive incidents in which damage is inflicted upox the aircralt.

The Subject Aitcraft was damaged in such & passive incident and consequently the damage
appents to have been confined to specific, easily repaitable, ateas. It was repaired by Cessna
in Wichita and the papeswork seen by JetPer reflects the fact that this was not simply a case
of replacing a damaged component with & Factory new component, Instead, due to damage
to the stringess in the tailcone, “doublers” wete installed to add acditional strength and

support.

Although this incident and subssquent tepaits have left no residual impact upon the utility of

the airciaft not ate there any unusual o unique tnnintenance jssues, due to this histoty of
damage and tepait « finicky and demanding matketplace will ey penalize the value of this
aitcraft compated to other similur aivceafl. ,

Florida Power & Light Company
Febtuoaty 1, 2011
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Anothet consideration is the lack of an FAA Form 337, 'L'bis document, requited to be in
the pexmanent aircraft records, is issued for the “tepait, alteration ot modification” of an
aisciaft, engines ot propellers, In some circumstances, when a damaged component is
replaced with a new component, the issuance of a Form 337 can be avoided and the stigina
of the incident becomes somewhat alleviated. However, despite the customized engineering

- which was tequired to tepair the Subject Airceaft, Cessna and the Client have relied npon
obscute language contained in the Federal Aviation Regulations to avoid the issuance of this
forim.

Scction 43 of the Federal Aviation Regulations focuses upon the “Maintenance, Preventative
Maintenance Rebuilding and Alietation” of aixcraft. Appendise B 10 Part 43 — Recording of Major
Rapairs and Major Alterations notes:

(2) Bxcept as provided in paragtaphs (b), {c), and (d) of this appendix, each person
petforming o major repait or major alteration shall -

(1) Execute FAA Form 337 at least in duplicate;

(2) Give a signed capy of that form to the aireraft owner; and

{3) Forward a copy of that form to the RAA Aireraft Registradon Branch in
Oklahoma City, Oklahoma, within 48 hougs after the aircraft, aivfzame,
sirceaft engine, propellet, or appliance is approved for return to service,

(b} For major repairs made in accordance with a manual of specifications acceptable to
the Administeator, a certified repair station may, in place of the requirement of
patagraph (a) —

(1) Use the customer’s wotk order upon which the vepair is recorded;

(2) Give the airciaft ownet a signed copy of the work otder and retain a
duplicate copy for at Ieast two years from the date of approval for returt to
service of the aircraft, altframe, aircraft engine, propeller, ot appliance;

(3) Give the aitcraft owner a maintenance release signed by an authorized
representative of the tepaie station and incorporating the following
information. .....,

It is the language of section (b) above which has allowed the Client to avoid the issuance of a
Farm 337, In the opinion of JetfPer, this sttategy may be n double-edged sword, The Client
was tying to avoid the issuance of o Form 337 for 4 tepait which formally stigimatizes the
afrcraft as one that has been damaged and required special enginecring to retutn to service,
Although the lack of a Form 337 does avoid this stiging, 2 potential customer in the future
may not appteciate the nuances of the FAA regulations aad atgue that the lack of a Form
337 is simply an attempt to “gloss over” repaits. Regardless, an experienced examines will
uindesstand that the aireeaft was involved in sn incident and despite the lack of 1 Form 337,
that the alrcaft has suffered damage. A copy of Appendix B fe Part 43 is included in
Appendix [ of this repott.

Flotida Power & Light Comapany
February 1, 2011
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It must be steessed that paperwork seen by JetPer was the result of discussions between
Cessna and the Cllent and ate no doubt legal under the regunlations, What is at issue
howevet, js how the damage has affected the value of the aiscrafl.

In the opinion of JetPer, the answel to that question ts based upon the nature of the market
which currently exists. For instance, if the XTS market were very bullish with only a few
available airceaft and steong demand, such an incident would likely bave fittle of no impact
upon the value of the aitcraft. Convetsely, in a soft market envitonment with too meny
aircraft chasing too few custotners, such an incident can have a significant affect upon an
atrcraft’s value. As will be detailed Inter in this teport, with roughly 6% of the XI.S fleet
available for sale, the XLS market is relatively balanced and therefore the value impact is not
as great s it conld be. Nevettheless, based upon the scope of damage and its repaiss, the
potential issacs regatding the paperwork and the broader market issues, JetPer is of the
opinion that the drinage to the Subject Aitcrafl reduces its value by 2% below what would
have otherwise been dts Faiv Market Value,

In addition to considerntion of the technical status of the alsciaft, this information must be
weighed against the current market environment for Citation XLS airctaft and from a macto
petspective, the corporate aiscraft smatket as a whole. The most recent report from J.P
Morgan - Global Bquity Rescarch, entitled Aerwapace and Defénse — Brsinsas fot Monibly
Janwary 2010 (Jannayy 8, 2010), notes a mamber of broad issues affecting the marketplace for
Hght jets. According to this tepott:

v “Used jet inveniory, measwred by ‘airerafi for sale as Yo of the aetive floet’ decrvased 40
bps to 12.4% in Decerber, decliming 170 bps from the psate in July. AN light
butsiress jet nrodels saw declining inventories exceepit Citarion CJ3 (+80 bps} and
CII CJI+ (410 bps). "The deervase in inventories was primerily driven by Promier
I/1A, Citation Bsanl/ XLS (80 bps), (J2/ CJ2+ (60 bps) and Learfes 40/45 (-
50 bps), white Citation V' Ultra/ Encore/ Bucors + (-30 bps) and CJ 3 (10 bps)
also contributed,” ‘

v ‘Y jphi jor anerage aking price decreased 1.1% fo $4.3 witlion in December and was
down 21.0% 3/ y, marking the 21" sequeniial decline in 1he last 22 wronths and the
11 straight 3/ y dowble-digit decronse. The prive decline was primarily driwn by
different Citation miodels - CJ2/ CJ2+ (1.4%), and 17 Uktra/ Encore/ Encorc+ (-
0.7%), whil Leaget 40/ 45 prices also deereased 0.8%, Prewier I/ IA (+5.7%)
and Beschjer 100/ Heawker 400 {+2.5%) witnessed price iucreased, white Citation
CJ3 remained flat.”

Florida Power & Light Company
February 1, 2011
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X “Wixed: Learjer 40745, Citation Bxceslf CLS, V/f Ultra/ Encors/ Encore-+ and
CJ2/ CJ2+ sam decreasid inventories and Jower prices, whife CJ3 bad flast prisss but
lower inveniories.”

As will be detniled later in this report, among the 331 XLS aircraft in service wotldwide, only
-20 nircraft; representing roughly 6% of the flect is available for sale. Flowever, it must be
noted that 96 of these airctafl are in service as fractionally owned aircraft and therefore the
_fleet of ¥LSs in scrvice as “typical” corporate aircraft is actually 235 aireraft. Consequently,
these 20 available nitcraft represent approximately 8.6% of the fleet, indicative of a
somewhat “softer” market envitonment. Asking prices for these available alecraft range
from $6.5 million to $9.5 million with an overall average of approximately §7.7 million,

The opinion of JetPer relative to the Pair Macket Value of the Subject Airceaft is thetefore
based upon the current status of the Subject Aircraft taken in the context of the prevailing
market envitontent, I fhut sagurd, Jer Perspectives is of the opinien that the Subject Airvmfl, u 2006
wransfuctnred Cossita Citation XI5, Seviaf Nunbor 560-5603, hus a Pair Market Value of
$6,960,000, : '

Flosida Power & Light Company
Februaty 1, 2011
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AIRCRAFT INSPECTION SUMMARY

Tns support of the fotegoing appraisal, the Subject Aitcraft and its records wete physically
inspected on January. 15, 2011 at the Flotida Power & Light svintion facilitics located at West
Palm Beach International Aieport. : '

According to a United States Certificate of Aircraft Registration dated January 20, 2006, the
Subject Aircraft is custently registered to:

Florida Power & Light Company
700 Universe Bivd,
Juno Beach, FL. 33408-2657

A copy of this document, as well as a copy of the airceaft’s Decembes 12, 2005 fssued U.S,
Cettificate of Aitworthiness can be found in Appendix T of this repost.

For the putpose of this appiaisal, JetPer ceviewed the single aiframe logbook, two engine
loghooks, APU logbook, and other miscelisnecus documents.

The loghook for this aitcraft is similar to that of other Citstions, comptised of Maintenance
"Transaction Reports (“MTR™), which is an individual page for each scheduled o
unscheduled maintenance event. Ifor each event, a copy is placed in & bindet, « copy stays
with the maintenance facility and another copy is sent to Cessna for inclusion in the aitctaft’s
maintenance database. In the Jogbook seen by JetPer, MTRs ate propesly arranged in
chronological order providing # logical sequence of maintenance events for the aircraft,

In the case of the Subject Alrcraft, all MTR entties weie consideted to be typical entries
made for both scheduled and unscheduled maintenance events, Qver the life of the aitcraft,
all routine maintenance cvents, for both the aitfiatne and engines, have been made on time
and as requited under the Cessna Citation maintenance progatn.

The first MTR for this alrcraft was dated December 8, 2005 at which time the Subject
Alrcraft had 6.6 hours with 5 Jandings. Fout days later, the airceaft received its U.S.
Certificate of Ainworthiness, considered its official “date of manufactuxe™

1t appeats that the Client took possession of the airceaft on Januaty 20, 2006 with the
issuance of the current U.8. Certificate of Registraton. At that time the alrcraft had 14.7
houts with 13 landings. ‘The fitst entry tnade by the Client is dated Maxch 1, 2006 when the
atrceaft had 19.2 hours and 17 landings.

Flarida Power & Light Company
February 1, 2011
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Asr unusual aspect of the Subject Airesaft is that is one of only & few factoty delivered
aiveraft which wete painted at a facility other than Cesana’s. According to the Client's
maintenance petsonnel, in early 2006 due to a sutge in manufacturing Cessna suffered a
hottleneck of atrctaft teying to get through theit paint facilities. Rather than suffer & delivery
delay the Subject Aircraft was flown to Duncan Aviation in Lincoln, Nebraska for paint. As

~noted catlier in this teport, Duncan is considesed one of the preeminent facilities in the

United States and therefore the paint of third-pacty facility is of no consequence to the value
of the aircraft, ‘

‘I'he Subject Aircraft has been maintained under Cessnn’s continuous inspection progeatn, as
defined by Fedewal Aviation Regulation Part 91,409(6(3).

To facifitate record keeping, the aircraft is mnintained under CRSCOM, the Cessna
Computerlzed maintenance program. The CESCOM repost teacks the status of evety
component, inspection, Aitworthiness Ditcctive and Customer bulletin fssued on the aiccraft
and is provided on a monthly basis to the opetator. As wotk is accomplished, rou tine or
not, the information is sent to Cossns who in turn updates the computetized records and
teissues the next monthly repost. Fot the putpose of this appraisal, JetPer was provided
with an it Statns Repors dated January 14, 2011, a copy of which is contained it
Appendix I of this repott.

Undet the original Citation “Chapter 5” maintenance progeam, the most basic inspectios,
the “B”, is requited every 150 hours, The more extensive inspections ase the Phase 1
through Phase 4 inspections, each of which is requited evety 300 houts or 24 months, and
the Phase 5 inspection, required evety 1,200 hours ot 36 months, The inspection of specific
aizctaft components ate called for in the Phasc 7 through Phase 68 inspections. '

However, in October 2008 at 984 howss total time, the Clietit elected to encoll the alecraft in
Cessni’s MSG-3 Continuous Aitworthiness Program (Service Bulletin SB560X1.~050-01).
Under this program the Phase I thtough V inspections (which focused on the aitfame and

engines), have been replaced with a progressive type system by which the vatlous elements

of these inspections ate petformed on s monthly basis. The appeal of the MSG-3 progtam
is that it teduces the redundsncy of many of inspections and climinates the need to take the
aircaft out of service for the traditional Phase Inspections.

Rach inspection is refetred to as an “lnspection Document” with each inspection based
upon either houely, calendar or cyclical limitations. Inspection Document #1, for: instance,
is requited every 600 houts os 12 months whichever comes fitst; the most extensive airframe
inspection, Inspection Document #49, is due overy 120 months and then every 60 months

thereafter,

. Flosida Powes & Light Company

Febroary 1, 2011
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A review of the MTRs and the g Status Report appeats to indicate that the Subject
Adtcraft is current under the Cessna Continuous Inspection progtam with no overduc or
deferred items noted.

Given the broad scope of these mavy inspection documents, JetPer has included an _
overviow of the program in-Appendix [ of this sepott. - - o _

As discussed catlier in this report, an MTR dated Novembet 10, 2006 (when the Subject
Aitcraft had 303.2 hours and 176 landings) notes that the tailcone was datnaged by a jack
stand, According to maintenatice personnel, while performing a test of the thrust revesser
system, the aitcraft had to be raised off the ground. It was duting this test that the airerafe
fell off the jack under the tailcore,

As a result of the damage incutted, & ferty permit was issued to fly the aireraft from its base
in West Palm Bench to the Orlando Service Center in Orlando, Flotida. Once thete it was
detetrmined that the datmage was mote extensive and the aiccraft was subsequently flown to

the Cessna factory for tepaits.

The engineeting documments seen by JetPer desctibed in detail the patts which wete affected
and went on to detail the required remedies. As a result of the work, the MTR which

suinmatzes the wotk doner

1. Raplaced R/ H tatleons shin due to excessive forve from tailstand, wew skin
instalied TAW {Tn Accordance With] Cessna Engineering Drawing, ... ...

2. Replaced Jower aft cimted birlkbead, stringer 17 (b/ 1 661202650) and upper
doubler TAW ...,

3. Removed and replaced L. &0 R engines to accomphish. ...

Upon jnspection of the affected ares, the extetior of the aitctaft showed no signs of having
been repaired. Howeves, nside the tailcone, the doublers mounted to the damaged stringers

wete obvious,

A majot issuc relating to the value of the Subject Aitcraft, as is with any other airceaft, telates
to the status of the engines, In the case of the Subject Aircraft, the Pratt & Whitney
PW545B engine which powers the XIS has aun avethaul limlt of 5,000 houts; the hot-section
inspection is dve at 2,500 howis, The left engine of the Subject Aircraft has not had any
maintenance issues and therefote its hours and cycles ate equal to that of the aircraft,

‘T'he sight engine of the airctaft was removed on July 20, 2010, at 1,553.35 houts, duc to
abrormally high tempetatures and sent out for tepaits. Jtwas tepnired by Pratt 8 Whitney’s

Florida Power & Light Company
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Buidgepott, West Vieginia and was ultimately teinstalled on the aiternft on October 24, 2010,
In total, the right cngine was off the Subject Aitetaft for 81.7 houss and 46 cycles.

It is important to note that both engines ate entolled In the Pratt & Whitney ProAdvantage
Plus engine program. Under this program, an opetatot pays 4 fee for each hout of engine
opétstioti which'in torn covers hoth scheduled and unscheduled engine maintensace events.
In the case of the recent repaits to the right engine, the assaciated costs wete botne by Pratt
& Whitney, When the englues ate due their 2,500-hour hot section inspections, assuming
continued entollment in the program, the cost of this work will also be paid by Pratt &

Whitney.

The auxifinty powet unit is 2 Floneywell RE-100 designed to provide electtical power and
heating aad cooling while on the ground and is ecttified for in-flight apetation if necessaty.
This madel of APU is maintained on an “on-condition” basis, belog repaited or overhauled
only when necessary. It is enrolled in Citation's AuxAdvaatage Plus program which, based
on a monthly fee, provides coverage for both scheduled and unscheduled maintenance |
events, As of the date of JetPer's Inspection, the APU had 640.7 hours with 1,107 cycles,

As 4 mattet of routine, JetPer examines any Form 337s which have been issued. An FAA
Form 337 is requited for the “tepnir, modification of alteration” of an aitcraft, its engines or
propellers, As the Subject Aiccraft equipped exactly as it was delivered without any
additional equipment or modifications, 1o Form 337s have been jssued.

Cosmetically, the Subject Aitctaft is consideted to be in excellent condition. {(See Appendix
III for photographs.)

O the outside, the atscraft is painted in Snow White with Silverwoods Blue and Medium
Giay steipes. Although seen by JetPer under the lights of the hangar, the altcraft was cleatly
i excellent ovetall condition with a high gloss finish ovet all of its surfaces. Typical minor
paint chipping was noted, most notably around the windscseen and inspection plates, but
thesc impetfections appear to bave heen properdy touched-up. All of the cabin windows
were consideted fo be in excellent overall condition fiec of condessation or glazing,

'Fhe intetior of the Subject Altcraft is configured fot nine passengess. Actoss from the main
cabin doot is & two-place divan, In the forward cabin is a fous-place chub nrrangement with
two fotward facing seats in the aft cabin. ‘U'he side-facing “potty” seat in the aft lavatory is #
tegal belted seat allowing for a ninth passenget, if necessaty.

In the opinion of JetPet the inteddor of the sitceaft was in immacplate “like-new” condition.

Floxida Power & Light Company
Rebruary 1, 2011
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Tt must be noted that JetPer was very impressed with the Clients maintenance policies.
Recognizing, for Instance, that the envitonment of their South Florida base can have
hasmful affects upon aircraft, the “typical” maintenance has been modified to make
proactive procedutes.

For mstance; both-engincs routinely undetgo “de-salinization” washes designed to remove
harmful salts and othes pollutants than can decrense engine Jife. The rabber de-icing
“hoots” on the horizonta! stabifizer ace routinely treated and inspected every 30 days to
ensure that they work when called upon and to avoid the sutptise of cosily cotrosion often
found undernenth of them. In addition, nades the Cessna MSG-3 program, batietics ate to
be inspected on a tegular basis. ,...the Client not only inspects them when requiced, but
“deep cycles” them as well to ensute that they hnve maximum electrical capacity.

Tn summaty, the Subject Aircraft is an extremely well maintained Citation XLS with excellent
maintenance documentation, overseen by professional and dedicated maintenance
petsonuel. It is spotiessly clean inside and out, without any unusual customization.

In the opinion of JetPer the November 2006 damnge history is an incident that will
stigmatize the aircaft snd its valne. Although thete is no question that the repairs were
properly engineered and theee ate o residual operational restrictions ot maintenance issues,
such an incident will no doubt tint the pedigree of the aiccraft and mgy become an issue
when the aircraft is sold n the future.

Flotida Power & Light Company
Febtuaty 1, 2011
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AIRCRAFT S§PECIFICATIONS & EQUIPMENT

The following is a brief description of the Subject Aireraft includiag its avionics, equipment;

hours and cycles based.upon its January 14, 2

011 inspection:

Total Time Airframe; 11,7211 houts
Toial F_andings: 936 -
Eingines: (envolled in Prosdvantage)

L Righs
Mannfacturer? Pratt & Whitney Pratt & Whitney
Model: PW5458 PW5451
Serial No.: PCE-DDO217 PCE-DD0216
Toled Tinme: 1,721.1 hours 1,639.4 houts
Total Cyvles: 936 890
Hot Section Dag ai; 2,500 houts 2,500 hout
Honrs ¥ Hot Sectiom 778.9 hours 860.6 hours

Auxifiary Powsr Unif:

Nadel:

Sevial Nober: P.559

Time Since New: 640,7 houis
HST Interval: On Condition
Avionics:

Honeywell Primus Avionics Suite

Honeywell Ptitus 800 Color Radar

Dual Honeywell RM-850 Radio 'T'uning Unit
Single Honeywell DF-850 ADF

Dual Honeywell XS-852B Tirnspondets
Dual Honeywell TR-850 Comtny

1,3 TCAS 2000 Systems

Inflight AV300 Weather Data System

Honeywell RE-100 (X7

Dual Universal UNS-1ESP Flight
Management Systemns

Honeywell AA-300 Radio Altimetes
Single Honeywelt HV-850 Nav
Dual Honeypwell DM-850 DMEs
King KHI-1050 w/Selcal

Allied Signal Mk V BGPWS
Garmin MX20 Stormacope

Florida Powet & Light Company
Februaty 1, 2011
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Additianal Bauipment:
- -l‘ > \" J § ¥
Heads-Up [ech CM$-400 Electronic Alrcell ST-3100 Telephone Systetn
Checklist
Universal UL-701 Two-Way Data Link Certifled for RVSM
Rlectronic Bngine Chip Detection

Cabin Briefing System S
Flight Data Recordet Cockpit Speaker Mute Switch
Cackpit Voice Recorder APU Hobbs Meter in Coclepit

' iafi { 2,
Pulse Light System (Interfaced with TCAS) .é\‘z;?cf;:cs Dispatch Ground Powet

AvVisor 15001 Passenger Briefing System. Two 110-Volt Tlectrical Outlets
Cabint Fax/Data Port '

Cosmefics: (Ses Appandix III for phoiographs)

Tuterior: Original nine passenger cabin. Two-place divan opposite cabin door, fout-place

club in the mid-cabin and two forward facing seats in the aft cabin, Al seats upholstesed in
beige leather. Multi-colored geometic lowet sidewsll. Off-white upper side-walis and head

lines, All hard-wood sutfaces done in Afcican mahogsny, Considered to be in excellent

overall condition,

Exizrior: Painted in February 2006 by Duncan Aviation. Ovesall Snow White with
Siiverwoods Blue and Medium Gray stripes. Considesed to be in excellent overall condition.

Florida Powet & Light Company
February 1, 2011
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CITATION XLS BACKGROUND AND MARKET OVERVIEW

The Citation XI.8 and its predecessot, the
 Citation Bxcel (¥L), attempted to address a
shortcoming for the tradition light jet,
nainely the lack of a stand-up cabin, That
changed when Cessia unveiled a new
addition to its prolific Citation line, the
Citation Excel, First announced at the
National Business Aviation Association’s
1994 convention, it flew its Inital fight in
Februaty 1996 and was cestified in Apsil
1998 with fitst customer delivetles

occutring in July of that yent.
In the Fxcel, Cessna brought together the high end of its light jet line with a fusclage rooted -
in the company’s midsize atrctaft. ‘The fusclage is vittually the same length as that of the
Citation VI, and lias ctoss-section is exactly the same as the top-of-the-line Cltation X. An
under fuselage wing carty-through configuration allows the cabin’s dropped aisle to extend
all the way aft, opening into a spacious lavatory behind which is a clothes closet suitable for
Lianging suite. :

The test of the aitframe has much in common with the Citation Ultes including the high
performance straight wing featwing swept wing roots and the cruciform tail. One feature
not totained from the Ultea s its siff landing geas, replaced by the much mote forgiving
teailing link genr. In the cockpit, the Excel is practically identical to the Ulten, equipped with
the same Honeywell Primus 1000 avionics suite.

To deliver Ulten performance with the added weight imposed by the larges fusclage, the
Excel is powered by two Pratt & Whitney PW 545A tutbofan engines that deliver 3,640
pounds of thimst each. ‘Ihe power gain represents an incrense of 595 pounds pet engine
over the Pratt & Whitney JT15I0-5D that power the Ultta,

The Hxcel and XLS, each with a cabin volume of 461 cubic feet, sit astride the waditional
matket definitions of light and medium size corpotate aitcraft. Its cabin volume is latge for
the typical light jet and small cotapared to medinm aitcraft. Similarly, the aivceaft has the
excellent ronway peeformance of smaller sircraft, yet its range/payload capabilities ave
simmilat to that of larger, more expensive sircraft.

Flotida Power & Light Company
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The figst Excels, delivered in 1998, had an average equipped price of approximately $7.6
millon, representing the heavy discounting typically offered for new production aircraft.
The following yeas, the avetage deliveted ptice jumped to $8.3 million, while for those
alrcraft delivered in 2000 and 2001 the average prices wete almost $8,6 million and §9.3
million respectively. .

In 2004;, aftet bni.idiiig 373 ail‘ctﬂff, manufactute of the Bxcel was discontinued and replaced
by the cutrent production XLS. As of the date of this repost, 331 XLSs ate in service
wotldwide. ‘ :

‘I'e XL8 is powered by the Pratt & Whitney PW545B engines that provide an incsease of
almost 5% of thtast compared to the originel PW545A engines on the Excel. In addition,
the standard equipment list of the XS incotpotates over $600,000 in equipment that was
optional on the Bxcol. The nine place intetior includes a six-place center chub seating
configuration, with a two place belted conch and aft left hand belted (optional) toilet,

In the seven yeats since its fitst introduction, the Citation K18 has met with strong matket
acceptance, As of the date of this report, 331 aitcraft ave in sexvice wotld-wide. Among
these nircraft, Netfets operates 81 aitceaft (51 in the U.S,, 30 in Europe) while Cesana’s own
fractional progam, CitationAir, opetates 15 sitcraft. In the opinion of JetPet, almost 29%
of the fleet in setvice as fractionally owned aizcraft, strong testimony to the appealing
chatactetistics of the aircraft.

However, this fleet concentation is slso a double-edged sword. On one hand, many
fractional owness have been introduced to the benefits of corporate aviation and specifically
the qualities of the XLS, Convetsely, should cithez of these two opetatots decide to sell off
theit XLS fleets, either immediately or ovet time, valucs for these aiteraft will no doubt

suffer.

Relative to the matket for pre-owned aiscsaft, JetPet is awate of 20 available aivcraft. As
compased to the entire XIS fleet, these 20 aitceaft represent a relstively balanced 6% of the
market. However, when the fractionally owned aitcraft ave removed floin the calculation
these 20 aiteraft represent about 9% of the flect.

The table on the following page presents an overview of the 20 Citation XLSs known to be
curtently available for ssle. Tt needs to be acknowledged that this list of available aircraft and
the subsequent review of transactions represent a broad over-simplification of the XL3
marketplace. Each available aircraft and each aiccraft sold, represents a unique history,
unigue maintenance status, equipment, modifications and innumerable other factors. In
valuing the Subject Aircraft, JPLis attempting to define the tarket extiemes and to
appropately place the Subject Adtcraft within these market precedents,

Florida Power & Light Cotnpany
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Cessna Citation XIS
Availability Swwmary
Serial Yrof Toral Avshking Price
Na. Mp, Ouwner Time (itlions of USD
3510 ) . 2004 _Inteigy Services Inc, 2,068 . .6500
5515 2004 Entergy Services Inc. 1,993 6,500
5525 2004 Credotmatic At Services LLC 1,286 7.800
5533 2004 “Platinum Alr LIC 1,646 6,500
5534 2004 NRE Jet LLC 3,120 7.250
5583 2005 Passaro Azul Tax‘i Acteo Lida, 1442 8.000
. (Brazil)
5608 2005 Y2 Smast Jets 1,050 8.200
(Greece) .
5625 2006 Cessna Preowned Citation 2,173 6.500
5631 2006 Intetjet Hellenic Aviation 1,456 7.500
(Greece)
S645 2006 Stelner Flim Avigtion Inc, 1,154 1.600
5668 2006 JetAlliance Flugbl::tﬂebs Gmbly 1,741 8.000
{(Austrig)
Hypo-Bank Burgenland
. 3695 2007 (Austria) 1,900 8.950
Augusta Air
5723 2007 (German) 1,550 7.200
Jet Nethetlands BV,
5745 2007 (Ihe Netheslnads) 650 9.500
Jetnova de Aviacion .
5753 2007 (Spain) 1,200 Make Offer
"~ Jet Pool Network Lufvetkehts .
5763 2008 (Austiia) 1,000 Make Offer
Flosida Power & Light Compaty
Rebruary 1, 2011
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Serial Yrof ' Total Asking Price
Ne, M, Ouwner Time {millions of USD)
s785 | 2008 Q“""“"“("E*‘Ig‘;‘:g;“’“ Led. 550 Make Offer
Stephanie Fell-Neumeyey
5788 2008 (Geriandy) 925 8.575
5800 2008 Cosporate Air LLC 791 Make Offer
5809 2008 Banc of America Leasing 464 8.900

Among these airceaft, in the opinion of JotPer several of these are very important in
establishing the value of the Subject Alrceaft:

v Serial Number 5510, JetPer has learned that offers have been tendered on
this aircraft for $5.7 million, |

o Serdal Number 5575, Although owned by the same company as serial
number 5510, the ovwner of this aivceaft has received an offer of $6
million for this atcaraft because it is “JAR-Ops™ certified {certified for
European registration), whick for some potential customers is worth
$200,000 more than one not cettified. ’

¥ Serial Nimiber 5533, The broket of this sircraft has received an offer at
$5.8 million, howevet the awner is hoping to achieve a price in the low
$6 million range. Itis impostant to note that this aiccraft is one year
_oldet than the Subject Aircraft (300, 000) and is not enrolled in an enpine
progearn ($400,000). Thercfore assuming that this aircraft were to sell for
$6.1 million, the intetpolated value of the Subject Afrcraft would be
approxitnately $700,000 more.

v Serill Nuwber 5645, The broket of this JAR-Ops cectified aircraft is
hoping to achieve a value “notth of §7 million”. It is not enrolled in an
engite program,

A review of the available alccraft reveals that only nine of these aitcraft are on ULS. registey.
Intetestingly, two of the U.S, registered aircraft are based oversens. . ..seeinl number 5525,
registered to Credomatic A Sexvices, is based in Costa Rica while serial number 5645,
registered to Stelner Fifm Aviation, is based in Getmany. Therefore, among the 20 available
aircraft, only seven ate actually registered and bascd in the United States. for thase

Flotida Power & Tight Company
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customers who wish to avaid the complications of an aitcraft importation, the available
warket for TS, registered aircraft is hecoming increasingly thin.
Since the second half of 2010 thete have been a number of relevant XLS transactions:

)

Serial Number 5574, This is an aitctaft which became available due to the
sudden death of the owner, The ownet, Departures, LLC, had been a

very prominent Hatley Davidson dealer and az & tesult, the aircraft had a-

very customized and unique paint scheme with the Hatley Davidson logo
prominently appeating both on the paint and thioughovt the cabin, With
only roughly 1,300 hours total time, it was relatively low time for 4 2004
built nitcraft and was entolled in the Pratt & Whithey engine progam.
The deplet advises that they puirchaged the airceaft for $5.8 million and
resold the aircraft for 2 price that was booked in the low §6 million range.
At issue Is the value of the Citation Bncore that was traded in, which
tends to obscute the value somewhat, "The denler also noted that the new
ownet, Roduey C, Robertson, invested another $200,000 having the
aircraft repainted and new interior installed.

Serial Nawber 5560, Sold in November 2010, this was a 2005 huilt airceafi
with almost 1,700 houte total time, sold from Raymond Duilding Supply
to Scotty Baldwin & Associates. JetPer has lerrned that this aitceaft sold
fot a price of $6.5 million, reflecting its lack of an engine program.

Sevial Number 5576, With almost 2,400 houts total time, this was &
selatively high titne 2005 built aireraft, It sold in June from Perfect
Aviation in Portugal to Tetty Baterprises in Dalles, Texns, The aircraft
was enrolled in an engine program. The aitciaft had been marketed with
an asking price of $7.5 million, however due to its relatively high
utilization was able to sell for only $6.6 million,

Serial Nmwber 5607, 'This was also sold in June, ftom Wells Fargo Bank
(ns Trustee) to a company in Belo Hotizonte, Brazil, Market soutces
advise that the airctaft sold for $6.5 million duc to the lack of an engine
progtam. The aireraft had roughly 1,800 hours when sold,

Serial Niwwber 56471, ‘This was an aircraft which sold in Decembrer, from
Gefa Leasing GmbH to another company in Germany, JetPer has been
advised that this 1,500 hour aitceaft did not have an engine program and
as a xesult was ondy able to achieve $6.5 million.

Florida Power & Light Company
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»  Serial Number 5687. This was a 2007 model with almost 1,500 houts total
titne, sold in July foumn Ruddick Cotp. to Praitt Tran Tnc,, in a like-kind
exchange, JetPer has learned that this afrceaft sold for $7,2 million
teflecting the lacl of an engine program and need for interior
refuthishment,

“  Serial Number 5718, Sold in July, this is the youngest XLS sold so far this
year in the United States. The airceaft had only 680 houts total time and
sold from M.E.U. Holdings W LLC to Centurytel Setvice Group, Inc.
"The broker involved advises that the rirceaft sold for $8.1 million, a
selling price that exceeded theit expectations,

In the opinion of JetPer the mast relevant data points in establishing the value of the Subject
Adreraft relate to the anticipated sclling prices of secinl numbers 5533 and 5645 and the
tecent gales of serial numbers 5576 and 5607, Relative to the laites, it has been suprgested
that the retrospective entolliment cost would have been atound $500,000 and in theory had it
been entolled in a progeam sbog/d have sold for around $7 million,

Although there has been tremendous upheaval in the cotpotate aiccraft markets over the
[past two yeats, it can be noted that much of the remaining market activity is focused upon
younger, high technology, state-of-the-att aircraft, In the opinion of JefPer, the XLS is an
excellent blend of technology, peiformance and economy of opetation and consequently it
would not be sugprising if values temained constant or perhaps escalated somewhat oves the
neat term,

Florida Power & Light Company
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COVENANTS

Jet Petspectives has no present ot contemplated futare interest in the subject property of any
othet interest which might tend to prevent making a fair and unbinsed appraisal, This teport
has been prepated for the exclusive use of the Client; JetPer will not provide it to any other
patty without the express consent of Client. JetPer does not aksume cesponsibility of legal
liability for any actions taken, vx not taken, by Client or other pattics concerning the
equipment. By accepting this report, all pacties agree that JetPer shall bear no such
tesponsibility or legal Hability including liability for special or conscquential damages.

JetPer heteby certifies that, to the best of its knowledge and belief, the statements of fact
contained in this report ate true and cotrect, and this teport has been prepared in conformity
- with the Uniform Standards of Professional Appraisal Practice of The Apptaisal Foundation
and the Principles of Appraisal Practice and Code of Ethics of the Ametican Saciety of

Appraisess,

Robert M, Zugkin
President

Jet Perspectives
Febeuary 1, 2011
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AVIATION MANAGEMENT CONSULTING, IINC.

3645 Foxborough Lane, Suite 1011
Rockford, IL 61114-7062
Office: 815-633-1684

May 5, 2010

Florida Power & Light Company
3800 Southern Bivd, Hangar 1625C
West Palm Beach, FL. 33406

Attn:

Mr. Glenn P. Aurelius, Sr. Manager Corporate Aviation

Subject: Falcon 2000LX, Serial Number 217 Transaction Review and Analysis

Transaction Milesiones

1.

2.

3.
4.

Purchase Agreement Number 2007-07-08131-DFJ for a new Falcon
2000LX was signed on October 8, 2007 :
Price without optional equipment was:  $28,696,000

Optional Equipment: $ 2,070,200
TOTAL $30.766.200 foﬂ)r

Scheduled delivery date was December 30, 2010
Delivery date was rescheduled to February 2011

Evaluation for the current Florida Power and Light contract for Falcon 2000L.X,
SIN 217

1.

2.

Replacement cost new for a 2010/2011 delivery of a Falcon 2000LX is
$883,800 more than the FP&L contract price.

No new Falcon 2000LX aircraft on the worldwide market, Only a
2008/2009 previously owned aircraft

The current FP&L contract provides a new Falcon 2000LX with your
required specifications.

The current FP&L contract for Falcon 2000LX, s/n 217 has sellers
furnished aircraft, engine and APU warranties.

The current FP&L. contract Includes standard initial training courses for Six
(6) pilots, approximately $44,000 per crewmember ($264,000 value) and
six (6) malntenance technicians, approximately $23,000 per maintenance
technician ($138,000 value) at Flight Safety International.

The current FP&L contract has a ten percent (10%) default clause
{$3,165,000)

“The Wright Appraisers”
Aviation Management Consulting, Inc,
Certified Appraisalg-Uniform Standards of Prefessional Appraisal Peaclice
1645 Foxborough Lane * Rockford, Hlinols » USA 61 }14-7062
Office: 1-815-633-1684 » Fax: |.815-633-1696
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7. The Falcon 2000LX has approximately 4,000 nm range, more than the
current Falcon 2000 models.

8. The Falcon 2000 Serles has the highest resale (Residual Value) in its
class.

9. The current FP&L contract has real dollar value! If the Falcon 2000LX is
still needed for the FP&L operation, | recommend retaining the agresment.

AMCIVALUES$ - Trends and Market Vaiuation Analysis of Alrcraft Values

Current Market Data:
Over the Jast two (2) years, an average of three (3) Falcon 2000LX's were

remarketed. Currently there are two (2} pre-owned Falcon 2000LX’s on the
worldwide market. These two (2) Falcon 2000LX’s represent two percent (2%)
of tha 91 Falcon 2000LX’s manufactured. The Falcon 2000LX’s typically
remains on the market for an average of 20 days.

it is generally accepted that a correlation exists between the sfrength of the
resale market and the time it takes to sell an aircraft. While most will agree that
this is true, the “time on market” is also partially a function of price, Siill, in a
"normal market,” it usually takes approximately six to eight months to effectively
market a properly priced, well-equipped and maintained aircraft.

AMC\WALUES$® appralsal of this FALCON 2000LX indicates that our conclusions
are consistent with the data we reviewed. Florida Power and Light Company
and AMSTAT 2010 (AMSTAT Corporation) provided this data.

Current Market Value

After review of the specifications of the Falcon 200LX, Serlal Number 217,
Registration Number TBD in cenjunction with a study of the current and
nistorical market for FALCON 2000LX aircraft, and consideration of its “highest
and best use,” Aviation Management Consuliting, Inc. places the subject aircraft
at a Current Market Value of: $31,650,000 USD

These values indlicate constant 2010 doliars and have no inflation factors.

“The Wright Appraisers”
Aviation Management Consulting, Ine.
Certified Appraissis-Unifarm Standards of Professional Appraisal Practice
3645 Poxborough Lane « Rockford, Tllinois « USA 61114-7062
Office; 1-815-633-1684 * Fax: 1-815-633-1696
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Page 3

MARKET COMPARISON VALUATION APPROACH:

The Market Comparlson Approach estimates value by comparigon with alrcraft
sold in the current market, with adjustments made for all differences, which affect
value, such as differences in characleristics of value and in time. Each aircraft
sold is compared o the aircraft to be appraised, and an amount is added to or
subtracted from the price achieved for every difference, with the sum yielding an
indication of valus. The Market Comparison Approach is most reflable with
manufactured products, when the items sold are identical to the one being

appraised.

The only adjustments needed would be for any intangible differences such as
warranty and service, for any change in value since the sale was made and for
any differences between the clrcumstances of the sale and the circumstances of

the appraisal.

The “market” is not a coherent organism with a strong will and one mind but is a
great many individuals acting on their own preferences according to their own
criteria. Through their actions, trends become discernible; the probability of these
trends continuing will vary with their consistency and the number of actions
(sales) realized over time.

COST COMPARISON VALUATION APPROACH:

The Cost Approach is one of the three recognized approaches used in appraisal
analysis, This approach s based on the proposition that the informed purchaser
would pay no more for a property than the cost of producing a substitute property
with the same utility as the subject property. it considers that the maximum value
of a property to a knowledgeable buyer would be the amount currently recquired
to construct or purchase a new asset of equal utility. When the subject asset Is
not new, the current cost new for the subject must be adjusted for all forms of
depreciation and obsolescence as of the date of the appraisal. This approach
has its theoretical basis in the Principle of Substitution, which states, “The value
of a thing tends to be determined by the cost of acquiring an equally desirable
substitute.”

This appraisal sets forth our findings and professional conclusions based upon
an invesiigation of conditions affecting Current Market Value, {market
comparison approach) and is subject to the Statement of Assumptions/Limiting
Conditions. Valuation Methodology Terms & _Definitions, which will assist in
avoiding erroneous interpretation of this appraisal. Additionally, it is important to
understand the AMC\WALUES$ Valuation Methodology used for this appraisal.

“The Wright Appraisers”
Avlation Management Consulting, Inc.
Certified Appraisals-Uniform Stendards of Professional Appraisal Practice
3645 Foxborough Lane * Rockford, Hllinois « USA 61114-7062
Office: 1-815-633-168d « Fax: 1-815.633.1696

STAFF 802865

120015 Hearing Exhibits - 01389

FPL RC-12

[ ¢



Page 4

AMCWALUES$ has no control over asset depreciation. These factors could be
ong or more of the following,

% Technical Obsolescznce
» Functional Obsolescence
» Economic Obsolescence
» Physical Deterloration

Definitions for these terms appear in Terms and Conditions {on file at Aviation
Management Consulting, Inc)

Unless otherwise stated, the value given in this appraisal report reprasents my
professional opinion of value as of this 5" day of May 2010 and is null and void
and may not be relied upon for any purposs, 30 days after this date.

(£~ o ol

Kanneth M. Dufour, ASA Leo V. Heldemann, ASA

Accredited Senior Appralser Accredited Senlor Appralser

Machinery and Technical Speciatties (Alrcraft) Machinery and Technicat Specialtles (Aircraft)
American Soclety of Appralsers American Society of Appraisers
President/CEQ

AMCWALUES

AVIATION MANAGEMENT CONSULTING, INC,

“The Wright Appraisers”
Aviation Management Consulting, Int,
Cerlified Appraisals-Uniform Standards of Professional Appralsal Practice
3645 Foxborough Lane = Rockford, Diinois » USA 61t 14-7062
Office: 1-815-633- 1684 » Fax: 1-815-633-1606
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CURRENT MARKET VALUE STATEMENT/AUNIFORM, . .«
STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE

CERTIFICATION -

CURRENT MARKET VALUE {CMV):

BASED ON THE ENCLOSED VALUATION, QUR APPRAISED CURRENT
MARKET VALUE OF THIS FALCON 2000LX, S/N 217 is: $31,650,000 UsSD

UNIFORM STANDARDS__OF PROFESSIONAL APPRAISAL PRACTICE
CERTIFICATION (USPAP 2010):

I certify that, to the best of knowledge and belief:

« The facts and data reported contained In this report are true and corract.

« The reported analyses, opinions, and conclusions are limited only by the
reported assumptions and limiting conditions, and is my personal, impartial,
unblased professional analyses, opinions, and conclusions.

« | have no present or prospective interest In the aircraft property that Is the
subject of this report, and | have no personal interest with respect to the
parties involved.

+ | have no bias with respect to the aircraft that is the subject of this report or to
the parties involved with this assignment,

« My engagement in this assignment was not contingent upon developing or
reporting predetermined results.

« My compensation for completing this assignment is not contingent upon the
development or reporting of a predetermined value or direction in value that
favors the cause of the client, the amount of the valus opinion, the attainment
of a stiputated result, or the occurrence of a subsequent event directly related
to the intended use of this appraisal.

+ My analyses, opinions, and conclusions were developed, and this report has
been prepared in conformity with the Uniform Standards of Professional
Appraisal Practice (2010).

» Kennsth M. Dufour, ASA (41652) is an accredited senior appraiser of the
American Society of Appraisers in the Machinery and Technical speciaities
(Aircraft), The society (ASA) has a mandatory education/recertification
program for designation (senior and accredited members). 1 am in
compliance with that program.

« The undersigned did not make a perscnal inspection of the aircraft that Is the
subject of this report.

“The Wright Appraisers”
Avigtion Management Consulting, Ine.
Certified Appraissls-Uniform Standards of Professicnal Appraisal Fractice
1645 Foxbarough Lane « Rackford, 1liinois « USA 61114-7062
Office: 1-815-633-1684 » Fax: 1-815.633-1696
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STANDARDS OF PROFESSIONAL APPRA
CERTIFICATION (Contd) = "~

GURRENT MARKET VALUE STATEMENT/UNIFORM "
' SALPRACTICE -

¢ Leo V. Heldemann, ASA (86377) is an accredited senior appraiser of the
American Soclety of Appraisers in the Machinery and Technical specialties
{Aircraft). The society (ASA) has a mandatory education/recertification
program for designation (senlor and accredited members). | am In
compliance with that program.

The information herein has been prepared from many different sources and fs
believed to be correct. Aviation Management Consulting, Inc. (AMC\VALUES)
doas not warrant the accuracy of the source material.

Limitation of Liability: It is understood and agreed that in the event of any error or
omission on the part of Aviation Management Consulting, Inc. (AMC\VALUES),
any such liability Is fimited and may not In any event, exceed the amount pald to
Aviation Management Consulting, Inc. (AMC\VALUES) for the services rendered.
Aviatlon Management Consuiting, Inc. (AMC\VALUES) reserves the right to recall
all coples of this report to cofrect any omission or errors. This valuation is null
and void and may not be relied upon for any purpose 30 days after the date of
this appraisal. Further, Aviation Management Consulting, Inc. (AMC\VALUES)
accepts no responsibility for usage of the form unless signed by an officer and
appralser of Aviation Management Consulting, Inc. and Aviation Management
Consulting, Inc. corporate seal affixed.

Unless otherwise stated, the value given in this appralsal report represents the
professional opinion of value as of this 5" day of May 2010,

- O e

Kennath M. Dufour, ASA Leo V. Heldemann, ASA

Accredited Senlor Appraiser Accradited Senlor Appraiser

Machinery and Technical Specialties (Aircrafi}  Machinery and Technical Specialiies (Alrcraft)
American Soclety of Appraisers American Soclety of Appraisers
President/CEC

AMCIVALUES
AVIATION MANAGEMENT CONSULTING, INC.

“The Wright Appraisers”
Aviation Management Consulting, Inc.
Certified Appraisals-Uniform Standards of Professional Appraisal Practice
1643 Foxborough Lanc » Rockford, 1linois » USA 61 114-7062
Office: 1-815-633-1684 » Fax; 1-815-633-1698
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American Soclety of Appraisers
principle of Appraisal ctice and Code of Ethlcs

In a Society which not only permits but also encourages the private ownership of productive
property and one which also engages in large and multitudinous public works, there appears, on
every hand, a necessity for the appraisal of property. In fact, properly appraisals are used
throughout the economic, governmental, legal and soclal activities of such a society,

As the vocation of property appraisel has developed during past decades from a business
occupation into a professional, certain concepts have emerged and become clear. The word
“property” s now given to physical things and also to the legal rights of ownership of tanglble or
intanglble entities. Appraising Is now considered to encompass three classes of operalions,

namely,

1, The estimation of the cost of producing or replacing physicat property.
2. The forecasting of ine monetary earning power of certain classes of property.
3. The valuation or determination of the worth of property,

The American Scciely of Appralsers occupies & unique position among professionat appralsal
socleties in that it recognizes and is concerned with all classes of property: real, personal,
tangible, and Intangible, including real estate, machinery and equipment, buildings and other
structures, furnishings, works of ar, natural resources, public utiiitles, gems and jewelry,
investment securities, and so forth. Itls alsa unigue In that it recognizes the threefold character

of the appraisal function.

in recognizing the need for the highest professional competence among appraisers, the American
Soclety of Appraisers actively supports recognized Institutions of higher learning in their
scholastic programs, which are designed to provide the necessary academic background to both
appraiser aspirants and to the qualified professionals who desire to update and broaden thelr

professional skills.

The necessily for a set of authoritative principles and a code of professional ethics, broad enough
to cover all classes of property as well as the complexities of the various appraisal procedurss, is
a pressing one. Previous statements of principies have dealt atmost excluslvely with real estate,
Existing codes of ethics are, in large measure, couched in such general morallstic terms that they
are impractical for specific application.

Violation of any proviston or ruie of the Code should not give rise to a clvil cause of actlon and
should not create any presumption or evidence that a legal duty has been breached nor should it
create any special relationship between the appraiser or any other person. This Code is
designed to provide guidance to appralsers and to provide a structure for regulating conduct of
members of the ASA through disciplinary aclions. Violations of the Code are not designed or
intended fo be the basis of any civil itability. (January 1990)

To meet the need for a comprehensive set of guideposts and for a specific code of ethics, the
Sociely has prepared and presents herewith The Principles of Appraisal Practice and Code of
Ethics of the American Scciety of Appraisers.

American Sociaty of Appraisers
Authorized June 30, 1968
Revised December 1995
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Uniform Standards of Professional Appraisal Practice (USPAP)

Appraisal Standards Board of The Appraisal Foundation

The Appraisal Standards Board (ASB)} of The Appraisal Foundation develops, publishes,
Interprets and amends the Uniform Standards of Protessional Appraisal Practice (USPAP) on
behalf of appralsers and users of appraisal services. Because state and federal regulatory
agencies and others will use USPAP, the ASB has adopted a publication poficy to ensure that
everyone Is Informed of interpretations of or amendments to USPAP In a regular and timely

manner.

Origin and History of USPAP

The Appraisal Foundation bases these Standards on the ofiginal Urniform Standards of
Professional Appraisal Practice developed In 1986-87 by the Ad Hoc Commiftee on Uniform
Standards and copyrighted in 1987, Prior to the establishment of the ASB In 1689, USPAP had
been adopted by major appralsal organizations in North America and had become recognized as
the generally accepted standards of appraisal practice.

At its organizational meeting on January 30, 1889, the ASB unanimously approved and adopted
the original USPAP as the initial appraisal standards promulgated by the ASB. USPAP may be
altered, amended, Interpreted, supplemented, or repealed by ihe ASB afier exposure to the
appraisal profession, users of appraisal services, and {he public in accordance with established
rules of procedure.

The purpose of these Standards is o establish requirements for professional appraisal practice,
which Includes appraisal, appraisal review, and consulling, as defined. The intent of these
Standards Is to promote and maintain a high level of public trust in professional appralsal

practice.

These Standards are for appraisers and users of appraisal services, To maintain a high level of
professional practice, appraisers observe these Standards. However, these Standards do not in
themselves eslablish which individuals or assignments must comply; neither The Appraisal
Foundation nor its Appraisal Standards Board Is a government entity with the power to make,
judge, or enforce law. Individuals comply with these Standards either by cholce or by
requirement piaced upon them, or upon the service they provide, by faw, regulation, or agreement
with the client or intended users to comply.

it Is essential that professlonal appraisers develop and communicate thelr analyses, opinions,
and conclusions to intended users of their services in a manner ihat is meaningful and not
misleading. This Uniform Stendards of Professional Appraisal Practice (USPAP) reflecls the
current standards of the appraisal profession,

The Importance of the role of the appraiser places ethical ebligations on those who serve in (his
capacity. These Standards include explanatory Comments and begin with an ETHICS RULE
sefting forth the requirements for integrity, impartiality, objectivity, Independsnt judgment, and
ethical conduct, In addition, these Standards inciude a COMPETENCY RULE that places an
immediale responsibility on the appraiser prior to acceptance of an assignment as well as during
the performance of an assignment. DEFINITIONS applicable to these Standards are also
inciudad. The Standards contain binding reguirements,
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| AVIATION MANAGEMENT
. CONSULTING, INC.

A

“The Wri yht Appraiscrs

“THE AEROSPACE VALUATION AUTHORITY”

OVER 40 YEARS OF AVIATION EXPERIENCE

Kenneth M. Dufour brings a
unigue combination of flylng, hands
on aviatlon experience, and aca-
demic involvement to his consulling
practice.

Mr. Dufour's avialion career
spans over 30 years of aviallon in-
volvement, He has held positions of
increasing responsipility,  inchuding
Regional Marketing Manager, Area
Manager, Reglonal Vice-President,
for Gulfstream Aerospace; Honey-
well, BF Goodrich Aerospace, Alliad-
Signal, and Lilton Aero Products.

He has been invoived in several
business expansions, corporate re-
engineering programs and has a
ieadership record of excapiional per-
formancs resulls. His contribution o
thase programs has been in the de-
velopment and program manage-
ment of key corporate initialives
(including Market Analysis and Fore-
cast, MNew Product Introduction,
Product-Line Expansion, Budgeting,
Staifing, and Business Development
Pragrams). He has been recognized

for his excallence in Business Develop-
ment, CGuslomer Growth, Sales Achieve-
ment, and Customer Support throughout
his career.

His portollo Includes a wealth of avi-
onics experiences and knowledge on
various Flight Deck Systems In numeraus
aircraft including Corporate, Air Trans-
port, Reglonal Aidine, and Mliitary Appii-
cations.

Avionics experiences include Concep-
fusl and Systems Design, Flight Opera-
tions, FAA Certification, and market-

inglbusiness development of these sys- ;

terns. These systems Include inertial,
Omega, GPS Long-ange Navigation
System, Reactive and Forward Looking
Windshear, TCAS | & I, CNI, ACARS,
Satcom, as well as Flight Management
Systems.

Mr. Dufour provides aircraft appraisal,
valuations, audit, inspecilon services for
different segments wilhin the aviation
community, performs duties as an arbitra-
tor and forensic appraiser. These ser-
vices Iinclude current and future value

assessments for different alrcraft as
well as expart testimony in reference
to aircraft values. He is an Author of
Aerospace Technical/Veluation Re-
ports, a course developer, &s well as
a Consultant, Adjunct Professor, and
Guest Lector for Embry-Riddie Aero-
nautical University*.

AMERICAN SOCIETY OF APPRAISERS
ACCREDITED SENIOR APPRAISER

Mr. Dufour belongs to the Ameri-
can Sociely of Appraisers where he
holds the designation of ASA™**
(Accredited Senior Appraiser), an
avialion course developer and in-
structor, and a member of the Inter-
nallonal MTS Committes.  Addition-
aily, he is a member of the Business
Aviation Subcommitiee under the
Transportation Research Board™
He is a past {2003-2005) member of
the Bosard of Directors of the Na-
\lonai Aircraft Finance Assoclation.

Mir. Dufour earned a Bachelor of
Professional Aeronautics and Master of
Aviation Management Degree from
Embry-Riddie Aeronautical University® in
Daytona Beach, Florida, Helsa lfeonsed
Alrline Transport Pilot and a Certified
Flight Instructor for Singte-Engine, Multi-
Engine, and Instruments, Ken is a Go-
Chalrman Trustee of Embry-Riddle Aero-
nautical University, on the Beard of Di-
rectors for Aviation & Space Technology
Academy at ERAU, and a member trus-
tee of Ihe Association of Governing
Boards of Universities and Colleges.

ASA

Mr. Dufour currently is an aero-
space consultant for the Gerson
Lehman Industial Councll and
Vista Ressarch ( division of Stan-
dard & Poors) and the Round Ta-
ble Group, where he provides con-
sulting on AerospacefAviation top-
jes.  Mr. Dufour has been a {ull-
time, independent aircraft and
aerospace asset appraiser and
portfolioc manager for the last ten
years with over 30 years of avialion
industry experlence.
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Cuericiufum Vitae Kenneth M. Dufour Page 2

in 1991 Mr. Dufour established Aviation Managemeni Consufiing, Inc. in Rockford, Minols fo furnish managament, markel-
ingrbusiness development, valuation services, and technical neods for the serospace markeiplace.

*Embry-Riddle, the world's largest, fully aceredited universily specializing in aviation and aerospace, offers more than 30
degree programs in It colleges of Arts and Sciences, Avlation, Business, and Engineering end mesls the needs of students and
industry throupht lts educational, {reining, research, and consulling activities. Embry-Riddle educates more than 40,000 siudenls
annuafly through the master fovel af rasidential campuses in Prescoll, Arizona and Daylona Beach, Florida, through the Worldwids
Gampus al more than 130 teaching cenlers in the United Stetes and Europs, ant! worldwide through distance learning. Mr. Dufour
is the Chairman of Studenf Afflalrs Commiites, & member of the Exectlive Commiltiee, Fiight Safsly and Inslitutional Advancement
Commiltees. He has been a Embry-Ridedie Asronaulical University Board of Trustee member for over 10 yaars.

** The Transporfation Research Board (TRB) is a unit of the National Research Councll, a private, nonprofil instilution
that is the principal operating agency of the National Academy of Sciences and the Nafional Academy of Engineering. The
Board's mission is to promole Innovation and progress in trensportation by stimulaling and conducting research, facliitating the
dissemination of information, and encouraging the implementation of research results.

TRB fulfills this mission through the work of its slanding technical commitiees end lask forces addressing all modes and
aspocts of lransportation; publication and dissemination of reports end peer-reviewed (echnical papers on research findings; ad-
ministration of two confragl research programs; conduct of special studies on transporiation policy issves at tho request of the U.8.
Congress and government agencies.

ss+ The Nalional Alrcraft Finance Association (NAFA) was established (o promute the gensral welfare of lhose parsons
and organizations who provide finencingfleasing for the purchase of alreraft or who make loans secured by aircrafl; lo improve
such industry's service lo the public; to cooperate with government oflicials in furthering the national welfare; and (o carry oul other
activitias recognized ag lewful and beneficial for such type of organization.

«** The American Soclety of Appraisers Is an organization of apprafsal profassionals and others Interested in the ep-
praisal profassion. Infemational in structure, i is self-supporting and independent. The oldest and only major appraisal organiza-
tion reprasenting all of the disciplines of appraisal spactalists, the soclely originated in 1936 and incorporated in 1952, ASA’s head-

quarters Is In the metropolitan Washinglon, D.C., area.

The soclely is dedicated to the benefit of the appraisal profession. it is one of eight major appraisaf socisties thal, in 1987,
founded ihe Apprelsal Foundation, & nalional nonprofil organization croated fo eslablish uniform criteria for professional apprais-
ers. Since 1989 The Appraisal Foundation has been recognized by the U.S. Congress as the source for the development and
promulgation of appraisal sfendards and qualilications.

Mr. Dufour has baen offficlally recognized by ASA (2002-2003} for his exemplary service, dedication, and untiring efforts
in the development, coordination, and Implementation of the Tachnical Management Professional Valuation Specislty degree pro-
gram at Embry-Riddle Aeronautical University and the avialion specific MTS courses for the American Sociely of Appraisers.

in August 2008, Mr. Dufour recelved the Jerry F. Larkins Award from the ASA recognizing his exceplional volunieer
servica and jeadership on the part of an ASA member.

Kenneth M, Dufour, Accredited Senior Appraiser
Property Economics Professional

AVIATION MANAGEMENT CONSULTING, INC,
3645 Foxborough Lane, Suite 1011A
Rockford, Il 61114-7062 USA
Telephone: (816} 633+1634
Facsimile: (815) 633-1696
Cellular; 815-621-9494
E-Mall: Kendgps@aol.com

Airport Office:
Greater Rockford Airport
One Airport Circle
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CURRICULUM VITAE

LEO V. HEIDEMANN, ASA

822 Woodlane Avenue Cell: 815.519.7311
Rockford, IL 61107

AS A

Accredited Senior Appralser
American Soclety of Appraisers

PROFILE

Dedicated aircraft appraiser with over 30 years of an accomplished aviation
background, as a results orlented after-market specialist and managing customers

needs.

EDUCATION

Parks College of St. Louis University**, B.S. Aviation Maintenance Management

Technical Skilis
FAA Licensed Alrframe and Power Plant Mechanic

PROFESSIONAL EXPERIENCE

Since October 2001, Mr. Heidemann has been a full time appraiser and consuitant with
Aviation Management Consulting, Inc,, His duties include aircraft appraisal valuations
(current and future value assessments), audit, consulting and inspection services.

During his tenure in the aviation industry he has held increasingly demanding positions.
These include Business Repalrs Manager, Customer Service Supervisor and Customer
Support Representative with Envirovac, Inc., Vacuum Waste Systems, creating and
implementing a stand-alone repair business, forecasting sales and development of a
state of the art repalr-tracking database.

He has further experience as a Product Support Engineer, Advanced Technology Group,
with Sundstrand Corporation. He contributed to monitoring in-service product
performance, analysis and technical support for manufacturing and customer support

departments,
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JET PERSPECTIVES

Appraisers to the Corpovale Aviation Fadustry

INSPECTION & APPRAISAL REPORT
' FOR
FALCON 2000
SERIAL NUMBER 83

PREPARED FOR: -
FLORIDA POWER & LIGHT COMPANY
FEBRUARY 1, 2011
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JET PERSPECTIVES

Appraisers to the Corporale Avintion mdust;;'

INSPECTION & APPRAISAL
REPORT

FALCON 2000, SERIAL NUMBER 83

ASSIGNMENT

Jet Perspectives (“JetPer”) has been tetained by Flosida Power & Light Company (the
“Client”) to offer its opinion as to the Fait Market Value of one 1999 manufactured Falcon
2000 (the “Subject Aircraft”) detailed below:

Maunfacturer Dassanlt Falcon Jet
Modse! Faleon 2000
Serial Nuwber - 83
Registration : N1128B
Dare of Mantfacturs Februaty 1999
Engine Model 2 X GB/Honeywell CRE738-1-1B
Total Time (hoursf eycies)! 42142 / 2,606
Configiration 10 Passenger Bxecutive

1. Asof January 15, 2011,

APPRAISAL ASSUMPTIONS

In an appraisal supported by an inspection and recoxds review, the subject aitcraft is
physically inspected and its maintenance records reviewed to determine its overall condition,
maintenance status and tecords quality, However, befose the inspection of the aivcraft itself,
JetPer first develops the aitcraft’s Fair Matket Value based upon the following assumptions.

= Unless otherwise noted, the aitframe, engine and other major
components ate in a mid-life, mid-time status,

x  That it is typically equipped for 4 role as a corpotate aitctaft and
that it does not have equipment ot chatacteristics that would
matetlally affect its value.

*  Tts historical and/or expected Jevel of utllization for the nircrait Is
typical for its make snd model.

* Itis certificated and operated undet the auspices of the Federal
Aviation Administration or othet mejot regulatory authotity if
not reglsteted in the United States,

r  'The altcraft is clean, and toaintained voder the manufactuteis
recommended maintenance program using factory authotized
matntenance facilities.

" The aitcraft has no damage history,
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JET PERSPECTIVES

Apprnlsers to the Corporale Avialion Imin':sfh_';T

*  All major modifications and/or repaits have been propesly
documented. :

*  The aitcraft has no outstanding Aiworthiness Directives ot
maintenance tequitements.

" Its’ two General Blectric/Honeywell CRE738-1-18 engines ate

_entolled in the G.B., CSP engine maintepance progtam, oria

another competing engine maintenance program offered by Jet
Suppott Services, Inc.

JetPer then uses the condition and maintenance data obtained from the inspection of the
airctaft to adjust for the variance from that assumed status. For instance, secent jot
aitframe Inspections or engine ovethauls will add to the value of the aitcraft.

Tn addition to the foregoing assumptions about the aitcraft itself, JetPer also makes two
furthos assumptions tegarding any possible transaction involving the Subject Airctaft:

" ‘That if sold, the airceaft will be sold as a single unit, not involved
in a fleet sale which would tend to discount from the walue
shown.

n That the aircraft is not subject to an existing lease. Fot the
putpose of this appraisa], JetPer docs not consider the value of an
attached lease streatn ok its tax consequences,

VALUE DEFINITIONS

For the purpose of this apptaisal, JetPer uses the following definition of Fair Market Value
as defined by the American Society of Appraisers (“ASA”):

»  Fir Markst Valus is the amount expressed in money, as of a
cettain date, that may reasonably be expected for property in
exchange between a willing buyet and a willing seller with equity
to both, neither nnder any compulsion to buy ot sell and both
fully aware of all relevant facts,

Flotida Powet & Light Company
Febroaty 1, 2011
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AIRCRAFT VALUE

On January 15, 2011 JetPer inspected the Subject Aitcraft and its tecords in otdet to gather
independent information regarding its histoty, msintenance status, equipment, and any other
information considered germane to this appraisal. As will be detailed in the following
section, thete ate a number of jssues which, in the opinion of JetPer, collectively have

matetial impact upon the value of the aitceaft:

Utilization. The Subject Airceaft received its Undted States
Certificate of Airworthiness on February 22, 1999 and at the time
of JetPer’s inspection had 4,214 hours with 2,606 landings. This
equates to an average utilization of approximately 354 houts per
yeat with an average stage-length of 1 hours and 37 minotes
dutation, In comparison, among the 23 available Falcon 2000s
with known airframe times, the average utilization is
approximately 357 houts per yeat, consequently in the opinion of
JetPer the histotical utilization of the Subject Altcraft has no
materinl affect upon its overnll value,

Brgines. As with any alrcraft, one of the most significant issues -
affecting value selates to the status of its engines. Like the
majority of the Falcon 2000 fleet, the two engines of the Subject
Alreraft ave enrolled in the General Blecttic CSP proguam,a
progeam in which an opesatos pays a fee for each hour of engine
operation, which in turn pays for all scheduled and unscheduled
engine maintenance events,

The CFR738 engines which power the Subject Airceaft requite a
Hot Section Inspection at 2,500 houes total titne, followed by a
moze comprehensive Cote Zone Inspection (“CZ1”) at 5,000
houts total time,

In the case of the Subject Aircraft, the engines have split times
with 4,007.2 and 4,142 houts tespectively on the left and right
englnes tespectively.

Flotida Power & Light Company
Februaty 1, 2011
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The left engine undetwent a pre-mature CZI in Augdst 2010 at
3,906.4 hours total time and as 4 result, will not tequire another
CZ{ until it reached 8,904 houts total time.

Similarly, the tight cagine underwent its 2,500 hour mid-life

. inspection eatly, at 2,104 houts, and as a result will require either

another mid-life inspection at 4,604 hows (2,104 + 2,500) ot
mote likely, will end up with a pre-mature CZI at that time.

Regardless, assuming contliwed entollment in the CSP program,
thete is no cost fo this upcoming work and consequently thete is
no affect upon the overall value of the aircraft.

Given that the toajority of the Falcon 2000 fleet is enrolied in an
engine program, entoliment is considered an inherent element of
value, Conversely, if the aitcraft were not envolled in a program,
the estimated retroactive eniollment costs would have to be
considered and then deducted from value,

»  Maintenance. The Subject Aircraft has been maintained under the
Falcon recommended maintenance program since new,
malintained undex Falcon’s own Optimized Continnous
Inspection Program (OCIP),

OCIP is a progressive type maintenance program designed
pimarily for Jow o high utilization operatots and used to avoid
the downtime of Falcon’s typical “A™ and “B” inspection
sequences, Undet this programn, toutine maititenance events are
grouped into monthly “block” inspections, reducing the down
time and expense normally tequired, However, the downside of
the progtam is that thete is a greater need fot toutine monthly
maintenance requirements, OCIP eliminates the need for the
routine “A” and “B* inspections and reduces the scope of work
required at the “C” ingpection.

At the time of JetPer’s inspection, the aitcraft had just completed
‘its “4139 Block Inspection” which had heen due by the end of

Florida Power & Light Comparny
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January 2011, ‘The #140 Block Inspection will be required by the
end of Pebruaty 2011, the #141 by the end of March and so on,

It is important to note that should the aitceaft be sold to an
opetator with mote typical utilization (400-500 houts pes yeat), or

. one who would prefer the “taditional” maintenance program, it
would be necessary to petform a “B” inspection (normally done
evety 1,500 houts) in otde to reveet back to the traditional
Chapter 5 maintenance progiam. JetPer would estimate & cost of
approximately $50,000 to perform this work.

Undet the Dassault recommended maintenance program, the
tmost extensive regulatly scheduled inspection is the “C”
inspection sequited evety 72 months, In the case of the Subject
Alrcraft, the last “C” inspection, the “C” (the first “C”
inspection), was accomplished in Apsil 2005; consequently, the
next “C” ingpection, the “2C inspection” will be due again by the
end of April 2011,

Another significant maititenance event will be the need to
accomplich the overhaul of the alrceaft’s landing geat. Requited
every 12 years, it is due by the end of Apuil 2011.

The opetator of the sitcraft also intends accomplish a significant
mandatoty Service Bulletin, Dassanlt Aviation Setvice Bulletio
F2000-358, the so-called “Dry Bay Mod”, is a modification of the
wing designed to prevent fuel spillage in the event an aircraft has
a “sunway excursior”. The cost to perform this work is pattially
covesed by Dassaul’s own primaty structural wattanty, howeves
opetators repott that the final cost to them is toughly $100,000 to
accomplish this SB by itself, not in conjunction with any othes
work.

Given that the Subject Airctaft is therefore scheduled to undergo
its “2C” inspection, geat ovethaul and Dry Bay Mod, the
opetator has budgeted $800,000 for this work.

Flottda Powet & Light Cotmpany
Rebroaty 1, 2011
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Bauipmant. 'The Subject Alrceaft is a tppically well equipped
Palcon 2000 capable of satisfying 4 broad range of domestic and
intetnational missions, The Subject Aircraft is equipped with a
Collins ProLine IV avionics suite. Of note is installation of dual
Flight Management Systems, dual IRS long-range navigational
syatems; ~cockpit voice and flight data recordets, satellite AFIS,
and a Socata 406 MHz ELT.

" Cosmetics. For many prospectve purchasers of long-range
internationally capable aitctaft, the most obvious and subjective
issue telates to the cosmetics. The condition and configutation
of an aitcraft’s intetiot is a statement reflecting the style and taste
of the ownet and the utlity of the airceaft, Fot many costomers
itis the cosmetic condition of the paint and intetior which ate the
deciding factots.

“The Subject Aitcraft was last painted in April 2007 and is
considered to be in excellent overall condition with only typical
~ minos chipping noted.

The intetior features a typical configuration for 10 passengess
with a forwatd galley, an aft lavatoty, a forward four-place clob
atrangement, an aft four-place conference/dining table and two
individual seats'in a club artangement,

The aircraft is also equipped with many desitable passenger
amenities including a passenger entettainment system and an
Airshow passenger briefing system.

JetPet was impressed with the overall cleanliness and condition
of the aircraft’s intelor. For instance, JetPer was advised that the
vinyl cazpet runnet, which notmally protects the catpet when
down for maintenance, is almost always used. ....even with
passengers on boatd, As a tesult the catpet in the aiecraft is in
“ike-new” condition. ' :

Flotida Powet & Light Company
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®  Othar Issnes, Market values of corporate itcraft are a function not
only of basic matket forces (e.g. supply and demand), but also of
other extrancous factors including such items as an sircraft’s age,
number and type of ownets, level of utilization, aircraft location,
maintenance practices, completeness and level of documentation,

. and whethet or not the aitcraft has suffered any damage, major or

minot. Collectively, these ltems create an alrcraft’s “pedigeee”,
which have a matesial impact on an airceaft’s appeal and
ultimately its value.

In the case of the Subject Aiscraft, to its credit it has had only one
owner since new. Convetsely, it has been owned and opetated by
a company based In South Florida and consequently the constant

heat and homidity at it home base toay be an issue for some.

In otdet to opine to the value of this aitciaft, its status must be weighed against the
prevailing marketplace which cutrently exists, both from a macxo and a micro level. Relative
to the former, UBS Investment Research’s Business Jor Mouthly — Deconrber 2010 provides an

excellent broad pesspective of the market. In summaty:

Index: moves up, rnarkst still down. Qur Novewber Business Jot Market
Indsse cams in at 42, higher from onr prior survey at 38, althongh sitll well
below 50 for the foursth straight time, indscating fhat matiet conditions
continne fo detoriorare. While onr indesc indicates comtinied detsrioration, oitr
shraight up measnre of absolnie businiess conditions came in at 3.8, 5%
higher from October, indicating nodest inprovement.

5 Used inventoriss continme gradnal tise. Available for sale business jot
imentories incroased by 20 bps in Novensber, the fourth straight monthly
inervass_following u steady decting over the prior 14 months. Whik avalluble
inuentoriss are 11% below the peak from last May, they have niowed 3%
bigher from the July trongh, The recont increase bas been driven by young
available aivcraf} inventovies (0-10 yoars old), whith are 7% bigher fiom vhe
July trough despite a 1% decline this mouth, Available new delivery position
inventories declined by 10% i Novewber and are toughly 47% beiow peak
Jevels,

Flotida Power & Light Company
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% Cyrles weaker in Octobir. We estisate business jet eyeles (takeoffs &
Jandings) were 6% bighsr from the prior,year in Octobsr; slower growth
corgpared 1o 12% in September on a 5% seasonally-adjsted ssquential
dacline, Cyules are 13% highor.yseur-fo-date, while we see mid io bigh single-
digit growth in Nowember{ Decemnber on tonghor comps, '

Mote specific to the Falcon 2000 matket and as will be detailed Inter in this teport, among
the 231 Falcon 20000s aiccraft in worldwide setvice, twenty-six alictaft are known to be
available for sale. "This represents roughly 11.3% of the fleet,  level of availability
consideted to represent a soft tmatket envitonment with on ovatsupply of aireraft and
chasing too few customets, Asking prices for these avallable aitcraft range from $6.7 miltion
to $15.95 million with an overall average of approximately $11.25 million.

Therefore, given the cutrent technical status of the Subject Aircraft, measuted agpinst the
prevailing market for Falcon 2000 aitctaft and the broader market envitonment as a whole,
Jet Perspectives is of the opinion that the Subject Aircraft, a 1999 manufactured Falcon
2000, setisl numbes 83, has a Pair Market Value of §9,000,000 million.

Plotida Power & Light Company
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AIRCRAFT INSPECTION SUMMARY

In support of the foregoing appsaisal, the Subject Aircraft and its records wete physically
inspected on Jatmaty 15, 2011 ai the Flotids Powet & Light aviation facilities located at West.
Palm Beach Intetnational Aieport,

According to a United States Certificate of Alrctaft Registration dated July 9, 1999, the
Subject Aitctaft is cutrently registered to: -

Florida Power & Light Co,
PO Box 14000
Juno Beach, FL, 33408-0420

A copy of this document, as well as a copy of the altcraft’s July 2, 1999 issued U.S.
Certificate of Aitworthiness can be found in Appendix I of this sepozt,

Fot the purpose of this appraisal, JetPet inspected the two aitframe logbooks, two engine
logbooks, an APU logbook, CAMP maintenance report and vatrious other documents,

The logbooks indicate that the Subject Aircaaft flew for the first time on February 5, 1999.

On Febtuaty 22, 1999 the aircraft was issued It otiginal U.S, certificate of Alrworthiness and
with its new, and current, U.S, tegistration N1128B, was flown to the United States two days
fater. Like all othet Falcon aitcraft intended for sele in North Ametica, it was flown to '
FRalcon’s Litile Rock, Atkansas facility for its final outfitting. It remained there until July 2,
1999, when with 23.2 houts totul time and 8 landings, the aircraft was feleased to its first and
only ownet, Florida Power and Light Company. '

‘The first logbook entry from the new owner appeats it an entty dated September 24, 1999
when the aircraft had 115.9 houts totl time. It should be noted that at that time, up unsil
Match 2006, o}l of the in-house maintenance entries wete handwritten entties and although
these entries appear to have been very complete, the entties suffer from poor handwriting
which detracts from the ovemil quality of the paperwork. It was not until March 2006, when
the aitctaft’s maintenance was overseen by an appatenty new technician who abandoned
handwtitten notes in favor of very legibly typed “sticky” tags affixed to each of the logbook

pages.

Florida Powet & Light Company
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Patt of any logﬁook review is to detetmine if an aizcraft has suffered any damage, minor or
majot. In the case of the Subject Aircraft only one such incident has occutted,

In a loghook entey dated Januaty 21, 2002 when the aircraft had 1,190.4 houts and 937
landings, the tailcone of the Subject Aircraft was evidently struck by the wingtip of anothet
- atvetafe which was being towed: -According to the logbook entty (a copy of which is
incladed in Appendix I): . _

Inspected tallcons after ground towing incident. Govered hole with spesd tape in
accordance with Dassanlt Faloon Jot Latter Refs DFJ-8534381 dated
January 18, 2002, This aireraft has been inspected and i determined fo be
safe for one flight from TEB [Teterbors, NJJ to ILG [the Falcon maintenancs
Jacility in Wilmington, DEJ.

Subsequent loghook entries indicate that the Y2 X 6 inch crack was repaired and then sevetal
weeks later it was ultimately replaced with & new tailcone. In the opinion of JetPet, although
this does constitute “damage”, as 8 passive incident involving an easily replacenblc
component, this iricident does not have any material affect upon the value of the aircraft.

‘The Subject Aircraft Is cutrently maintained uader PAR Patt 91.409(£)(3), that section of the
Fedetal Aviation Regulations which pertains to the maintenance of an aircraft undet the
manufactuters recommended maintenance progeam, Since new, the Subject Aieceaft has
been maintained undet the Palcon recommended maintenance program. However, the
ownet: of the Subject Adtcraft has elected to ensol the aitcraft into Falcon’s Optimized
Continuous Inspection Progtarn. OCIP is a progressive type maintenance program designed
primatily for low ot high utilization opetators used to aveid the downtime of Falcon’s typical
“A» “BY “C” inspection sequences. Undes this program, routine tuaintenance events ate
grouped Into monthly “block” inspections, reducing the time and expense. notmally required.
Eowevet, the downside of the program is that thete is a greater need fot routine monthly
maintenance gequitetmnents. :

At the time of JetPer’s inspection, the airceaft had just completed its “#139 Block
Inspection”, The #140 Block Inspection will be due by the end of February 2011, the #141
by the end of March and so on.

Tt is important to note that under the monthly OCIP block inspections, the “A” inspections
{which are requited ever 300 houts to 6 months) and the “B” inspections (requited evary
1,500 houts) ate metged into the ronthly block inspections. The comptehensive “C”

Flosida Power & Light Company
February 1, 2011
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inspection, due ovety 72 months, is still requited. In the case of the Subject Aitcraft it was
last accomplished in Apil 2006 and consequently will be due again by the end of Aptil 2011,

At that time the aiscraft will also requite overhaul of the landing gear.

Anothet important maintenance jssue involves a significant modification, Dassault has
isaued » Mandatoty Service Bulletiog, F2000-358, entitled Wing Tank Madification, often
refetted to as the “Diy Bay Mod”, According to the language of the Sexvice Bulletin:

At analysis of vare high-speed rnway exonrsions bas roveled that, in case of a
stk landing gear leg failure dus fo ovérloads, sl swbsequent wing dasnage 1may
canse a potential fusl spill

Thhe puupose of this Sexvice Bulleting is 1o provent swch a fieel spitl in the svent
of such an exceplionial occnrrsiice by installing a sealed boundary betwesn ribs
No. 4 and 5 in front of thee rear wing spar.

Accotding to this sevice bulletin, cotpliance will requlte approximately 300 man-houts to
access the wing, another 300 man-houss to pesform the modification and another 40 man-
houts for paint touch-up, Assatning soughly $100 per tan-hout, plus roughly $45,000 for
the necessaty patt, brings the estimated cost of this tequited wotk to over $100,000 to
accomplish.

Based on the unknown lssucs regarding the upcoming “2C* inspection, the cost of the
landing geat overhaul and the need to accomplish this Service Bulletin, JetPer has been
advised that $800,000 has been sct sside.

In ordet to facilitate recotd kesping, maintenance tacking is done by industry leader CAMP
(Computetized Aircraft Malntenance Programm) Systerns in Ronkonlkoma, New York, Under
GAMP, all required maintenatice tasks and life-limited alrframe and engine components are
teacked. Rvery month, the operator notifies CAMP of all the maintenance work performed
and CAMP in turn updates the opetator as to pending maintenance tasks. JetPer was
provided with the most recent CAMP Statas Report, dated Janmary 14, 2011, which offets an
overview as to the status of evety inspection and life-Timited component installed on the
aitceaft. A copy of this report is located in Appendix IL

A teview of this CAMP gepott indicates that the Subject Alrcraft appears to be up-to-date
undet the mapufactuer’s recommended tmaintenance progtam with no deferrals noted.

Flotida Powes & Light Cotpany

. Rebruary 1, 2011

11

STAFF 002766
FPL RC-12

120015 Hearing Exhibits - 01410



JET PERSPECTIVES

Appraisers to the Corporale Avintion Industry

. In reviewing an airctaft’s maintenance recotds, ahothor important document is the FAA.
Fotm 337, issued for the “opair, altetation or modification” of an altaraft, its engines or
propellers, In the caso of the Subject Airceaft, 13 Form 337 have been issued, 11 of which
wete jssued as  result of the otiginal modifications justalled by Palcon in July 1999, Two
other 3375 were issued as 1 result of upgrades to the airceaft’s avionics and communication

" gystems. No Form 337s seen by JetPer were issued ns o result of damnage to the aircraft. .

The Auxiliaty Power Unit is  Honeywell GTCP-36-150(F2M) with 1,817 hours total time.
Under the factory secommended seevice schedule, this model of APU is requited to have 2
“Fiot Section” Inspection eveiy 4,500 houts of opetation, In the case of the Subject Aircraft,
due to petformance issues it received jts Hot Section inspection at 1,672 houts, Most
impottantly, the APU Is entolled in the Honeywell MSP progtam for APUs and
consequently thete was no chaige for this work. '

An impottant value considetation fot the Subject Aircraft is the fact that its engines are
carolled in the Honeywell / Genetal Blectric CSP (Customer Setvice Plan) program. This
program, for which an operator pays an houtly fee, covats both scheduled and unscheduled
engine maintenance and includes both catastrophic coverage and engine upgrades.

The value of CSP tests in the fact that the program i transferable among operators, with the
equity incxensing with continued usage. Given that the majotity of the Falcon 2000 flect is
entolled in eithet CSP, ot a competing program offered by Jet Support Setvices, enroliinent
in an engine progratn is consideted an important and inherent element of value. Engtoliment
adds nothing to the value of the aircraft howevet wete it not entolled in a progiam its value
would be reduced by the estimated retroactive cost of enrollment. Such an expense can be
considerable.

The two engines have been maintained undet the factoty recommended maintenance .
program since new. In the case of the CRE738 engine, at 2,500 houts the engine is required
to undergo an MPI (Major Petlodic Jnspection akin to a “Hot Section” Inspection); at 5,000
houts total time, the most significant iuspection, the CZI (Cote Zone Inspection which can

be roughly compated to an ovethaul) is tequired.

In the case of the left engine, due to techiical issues, the engine received its first MPI
prematutely at 1,908.5 hovss and then teceived its CZI at 3,906.4. Given its cutrent hours of
4,007, the next significant engine maintenance event will not occut for 2,399 houts.

Florids Powet & Light Company
Februaty 1, 2011

12

STAFF 002767
FPL RC-12

— 120015 Hearing Exhibits - 01411



JET PERSPECTIVES

Appraisers o the Corporaie Aviatlon Industry

The tight engine also had a prematurc MPI at 2,014 houss and consequently it next
significant event will be the need for its CZ1 at 4,514 houss. Based upon its current houts of
4,142 hours, this will be requived in 370 houts or toughly one mote yeat of service at the
cutrent level of utilization.

" Assuming continued entoliment in the CSP engine proptam, there wilt be no charge for this -

upcotming wotk, nor does its impending requitement affect the overall value of the aitcraft,

A vety impottant, albeit highly subjective, issue relating to the value of any cotporate alrcraft
relates to its overall cosmetic condition and interios configutation. (Photographs of the
airctaft ate in Appendix IIL of this report,) :

In the case of the Subject Aircraft it was last painted Apeil 2007 and sithough seen by JetPer
under the lights of the hangat, was cleatly in excellent overall condition with a high gloss
finish over all of its satfaces. Typical minot paint chipping was noted, most notably around
the windscteen and inspection plates, but these impetfections appear to have been propedy
touched-up. All of the cabin windows were considerad to be in excelient overall condition

free of condensation ot glazing.

"Fhie intetior was also consideted to be in excellent condition. The cabin is configured for ten
passengers with forward four-place club arranpetment and a fout-place conference/dining
table in the aft cabin, directly aczoss fromn a two place club on the statboatd side, Like most
othet Palcon 2000 aitcraft, s full setvices galley is in the forward entryway, while the lavatoty
is located in the aft cabin.

Although unspecified in the paperwork seen by JetPer, the hardwood sutfaces theoughout
the cabin appeat to be a teddish-brown wood {chetty ot mahogany) with strong gain
patteen, This laminate is vsed theoughout the cabis including the enttyway, galley, drinktails,
cabin divider and aft lavatoty. The wood appeated to be well maintained with a high gloss
and free of nicks and imperfections,

All of the seats aze upholstered in & beige leather. The caipet is also beige and because the
vinyl cove is used constantly, even with passengers onboatd, is in excellent condition,

In summaxy, the Subject Aitciaft offers a number of positives and neggtives.

Since new, it has had only one ownet, other than the manufacturer, “The aircraft was
consideted by JefPet to be in excellent overall eosmetic condition having been repainted in

Flotida Power & Light Coapany |
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2007, Tt is considered very handsome inside and out, devoid of any ususaal customization
which would tend to detract from its value.

It is, and has been, maintained by professional and competent maintenance pexsonnel who
take great pride in theit wotk and theit overall familiarity with the airctaft. With the
. exception of pootly handwiitten maintenance entries notes dusing it first scvenyearsof
" gervice, the maintenance docutnentation is consldeted to bein excellent overall condition.

The engines appeas. to have had some saintenance issues and although JetPer would prefer
to see aitframe houts equal to engine houts, but as both ate entolled in the G.B. CSP
program, any concetns reparding theit maintenance should not be an issue.

From & maintenance pesspective, the aircraft is up-to-date, Howevet, in the spring of 2011
the “2C” inspection, gear ovethaul and Dty Bay Modificatlon will becote due, Once
camplete, there will be'no significant maintenance events in the near futute.

Flotida Powet & Light Company
Februaty 1, 2011 '
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AIRCRAPT SPECIFICATIONS & EQUIPMENT

"The following is a belef description of the Subject Airceaft including its avionics, equipment,
. houts and cycles based upon its Januaty 15, 2011 inspections

Total Time Airfranss: 4,214.2 houts
Total Landings: 2,606 cycles
Bugines (Fnrolled in CSF) Lgft Right
Manufaciurer; Genesal Blectric  Genetal Blectric
Model: CFE738-1-1B CFR738-1-1B
Sorial Nunber: ’ P105315 P105293
Total Time: 4,007.2 4,142
Total Cycles: 2,495 2,559
MPI g 3,906.4 2,014.4
Homs Sinee MPL: 1008 2,127.6
CZI Dae ak: 8,906.4 45144
Hows toe CZI 4,899.2 324
AP (ensolled in MSP)
Modet: Gatrett GTCP36-150(F2M)
Serial Number: P-190
Total Time: 1,817 hours .
HST Intervak: 4,500 houts
HSI Done at. 1,672 houts
Houirs Sinee HSE 145 hours
Auvionics;
Dual Collins Blight Mgmt. Systens _ Dual Honeywell LaseRef IRS Systems
Colling TWR-850 Radat Dual Collins ALT-55B Radlio Altimeters
Dual Collins VHE-442C Comuns Dual Colling VIR-432 Navs
Dual Collins ADF-462 ADFs Duoal Colling DME-442 DMEs
Dual Collins HF-9034 HFs w/Selcal ' Allied Signal Mk V BGPWS w/Wind Shear
Dusal Collins GPS-4000 GPS Sensots Collins TCAS 94 TCAS w/Change 7
Allied Signal AFIS w/VHE Data Link Allied Signal SATAFIS

Florida Power & Light Company
Pebsuary 1, 2011
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Adeditional Baqnipnent.

. Allied Signat Cockpit Voice Recorder Allied Signal Flight Data Recorde
Socata 406 MHz ELT ' Aitshow Genesys Passenger Briefing Sys.
Two 14-inch LCD Monitors Audio International CD & DVD Players
Coffee Maleer High Temp Overn

“Rosen 5.6-4nch Co-Pilot Viewing Monitor Sony Headsets. .. . ..

Sharp BO-375 Fax Machine Pulse Light System
Recognition Lights

Cosmeties: (See Appendix III for photogtraphs)

BEocisrior: Last painted Aptil 2007 Duncan Aviation, Ovesall Snow White with Silvérwood
Blue and Mediwn Gray stiipes. Consideted to be in excellent condition,

Interion. Porward galley, aft lav configuration with cabin atranged for ten passengets. Four-
place club in the forwatrd cabin, while the aft cabin has 2 four-place conference/dining
arrangement on the pott side sictoss from a two-place club. All scats ate upholstered in
Deige leather. Hardwood sutfaces including the galiey, bulihead, tables and driok rails are
doe in a teddish brown “maple” wood, Although the intetiot is original to the aircraft, it s
considesed to be in excellent overall condition, :

Flotida Power & Light Company
Febiuvary 1, 2011
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FALCON 2000 BA.CKGROUND AND MARKET OVBRVIEW

Designed as an intermediate offeting
B between the mid-sized Falcon 50 (700 cabic
feet in the passenger cabin) and the larger
intetcontinental Falcon 900 seties (1,267
cubic feet), Dassaults’ Falcon 2000 (1,024
B cubic feet) was designed to transport 8
B passengers up to 3,000 nautical miles. The '
1 genesis of the model, as well as the success
of Dassault as a manufacturer of quality
cotporate altcraft, begins in the mid 1960s

with asslts’ 'og'ipai 'dc, s'alc 20,
From 1966, Dassault had been manufactuting the Falcon 20, a medinm jet capable of
transpotting eight passengets up to 1,500 nautical miles, The Falcon 20 had undergone &

host of imptovements throughont its production history, but still was anable to compete
with Gulfsteeam for a piece of the intercontinental aitcraft market,

Tn tesponse to this valued matket niche, which found Gulfstream as the sole vendot, in 1980
Dassault offered the Falcon 50 as an cight passenger integcontinental aircraft. Although its
fuselage and cabin were foughly equivalent to that of the Falcon 20 (both have 700 square
feot of cabin volume) the airctaft was designed as & three engined aitceaft and consequenty
ceferred to as a "Baby 727" The aicctaft was capable of distances of vp to 3,000 nantcal
sniles, which made New Yotk to Los Angeles and New Yok to Pasls ensily attainable. The
key to the success of the Ralcon 50 was its Gatrett TFE731-3 turbofan engines, which
offered excellent performance, fuel economy, and Stage 111 noise compliance as compa red
to the 1960s technology of the General Electric CF700 turbojet cngines, the mainstay of the

Falcon 20s.

Upon its first deliveries in 1979, the Falcon 50 quickly ate into Gulfstream’s matket
dominance, Although the Falcon 50 was not a8 spacious as the Gulfstream I, nor a8
expensive (approximately $7.4 imillion for a 1980 Falcon 50 versus §8.9 for a Gulfstream 1,
it did offor better opetating economics, was considered less ostentatious, and its thitd
‘engine, for some, Was an important selling point, ‘

Flotida Power 8 Light Company
Februasy 1, 2011
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By the time Gulfstream had censed production of their G-Il in favot of the G-IV in 1987,
Gulfstream had sold approximately 200 G-IIIs; Dagsault had sold 182 Falcon 50s. The
Ralcon 50 continues its production, today in the form of the imptoved Falcon 50BX,
cuitently having sold ovet 300 aiteraft. -

" Peihaps the biggest shortcoming of the Falcon 50 was its lack of cabin space and passenges. ..
amenitles. In May 1983, two months aftet Gulfstreatn’s announced G-IV program, Dassault
announced it own plan to build a stcetched version of the Falcon 50, the Palcon 900.

The Falcon 900 was originally poweted by the Garrett "TFE731-5-1 scrles engine, With the
introduction of the TER731-5BR engines in 1991, Dassault was able to offet the aivcraft as
the Falcon 900B with setial numbet 103 g8 the fitst production airceaft, This improved
engine vetsion offers a 5.5% increase in engine thrust, improving the tunway and climb
petformance of the aitctaft, which in tutn increnses the tange of the aitcraft by
approximately 200 nautical miles.

With the Ealcon 50, Dassault had a competitive natiow body transcontinental aitplane, With
the Falcon 900, it had an outstanding widebody intercontinental airctaft, What was snissing
from the product line was widebody transcontinental sitplane. The company filled the gap
with the Falcon 2000, another cleverly conceived detivative deslgn.

*'he 2000 designation suggests a link to the cattier Falcon 20 seties, but this is only 2
matketing move promapted by the fact that the 2000 is a twin-engined sitcraft. Itis in facta
derivative of the Falcon 900B, with two engines instead of thee, a slightly shotter cabin, and
a lower price.

Unlike Dassaulis’ twvo other Garrett TRR731 powered alrcraft, the Falcon 50 and 900, the
Falcon 2000 uses a new powerplant, the CFE738 turhofan engine. Manufactured jointly
between Honeywell {(nee Garrett) and Gerieral Rlcetuic, the 5,918-pound thiust engines
ptovide the necessaty fuel efficlency to make 3,000 nautical mile trips possible, This powex
also means that the aitctaft can catry a full load out of “hot and high” aitposts such as Aspen
ot Toluea, Mexico, Taking off at its- maximum teke-off weight of 35,800 pounds, the nirceaft
can climb dicectly to 41,000 feet in only 24 minutes, With seats full, the Falcon 2000 has an
NBAA IER ange of 2,975 nautical miles; with tanks full, the aivceaft is capable of 3,130
nautical miles. '

Plotlds Power & Light Company
Februaty 1, 2011
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“The Falcon 2000, sexial numbet 001, flew for the first time in March 1993, Ultimately, the
aiscerft recelved its JAA certification in December 1994, followed by FAA cestification in
Eebruaty 1995, The first airceaft o be delivered was setial number 002, delivered to Pepcot
Group, a South Aftican company.

" As of the date of this report, 231 aircraft are in servicc wotldwide, Among the most notable. ...
corporate operators have been companies such as IBM, U.SR.& G., Waener Lambet,
AT& T, Sony and International Paper. -

Production of the Falcon 2000 ceased in 2004 in favor of the Falcon 2000EX.

The genesis of the Falcon 2000EX can be traced to the October 2000 NBAA Conventlon,
when Dassault announced a vatiant of their successful Falcon 2000, the Falcon 2000EX.
Using the same fuselage as the Falcon 2000, the 2000EX is equipped with Pratt & Whitney
PW308C engines, and with a 37% increase in fuel capacity has a 3,828 nautical milc NBAA
IRR mnge. FAA certification was recelved on March 25, 2003 with deliveries beginning
shottly thetesfter,

With the same fuselage/wing combination, the performance differences between the original
Falcon 2000 and cusrent production 2000EX ate based primatily on the different engines.

The following table offets an overviow of the tnajor differences between the two alrctaft:

Comparison of the Faleon 2000 & Falon 2000BX

Faleon 2000 Faleon 2000BX
Mascimum Take-Off Weight, lbs. 35,800 41,300
Balanced Field Lengih, f1, 5,440 5,375
Mas. Rawge w/ soals firll @ 0.80 Mach + NBAA 2,975 3,828
Raserves, nin
Masx. Range wf tanks full @ 0.80 Mach + NBAA 3130 3,999
Reserves, i
Mas. Payload wf tanks fil, Ibs. 5,910 5,700
Maxe. Cruise Spoed, ktas 475 482
Rate of Climb, ff min 3,730 3,730
Flotida Power & Light Company
Rebruary 1, 2011
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As aresult of the imptovemeuta: achieved with the PW 308C engines, the Falcon 2000EX
has been Dassaults most popular aircraft, accounting for almost 50% of Falcon’s wotldwide
deliveries. Alecraft which are heing delivered today ate piced at apptoximately $29 million.

As of the date of this repott, approximately 231 Falcon 2000 are in service worldwide.

In thelr efforts to sell new aitceaft, the challenge fos Falcon is to compete with the market
fot preowned nirceaft. As noted catlies, at least 26 Falcon 2000s ase-available for sale with
known asking prices ranging from §9.5 to 2 $15.95 million with an ovetall average of $11.15
million, These 26 aircraft represent slightly mote than 11% of the fleet, 2 percentage
indicative of 2 telatively soft matket envitonment.

Below is a list of those 26 available altcraft. It needs to be acknowledged that this list and
the previous teview of transactions tepreseat a broad over-simplification of the Faicon 2000
matketplace. Bach avallable aivceaft and each aitcraft sold, tepresents a unique histoty,
unique maintenance status, equipment, modifications and innutnerable other factoss, In
valuing the Subject Adtctaft, JerPet is attempting to define the matket extremes and to
appropiately place the Subject Alreraft within thege market precedents.

Fajeon 2000
: Availabifity Swnmaty
Seridl Y1 of Tota!  Engine Asking Price
No. Mg Cwmer Time  Prog. {willions of USD)
1| 1993 Dassauit Aviation Make Offet
: (Trance)
1995 R.J. Reynolds 7,000 N 6,700
Aeto Rio Tnxi Aereo Lida. -
1996 (Brazil) N Make Offet
7 {199 RJ. Reynolds 677T N Make Offer
14 | 1996 Medianews Setvices Inc. 4709 N - 11.900
17 | 1996 Thayet Services LI.C 6,699 b4 Make Offer
25 | 1996  Wells Fargo Bank - Trustee 6,701 BMS 8.400
43 1997  Wells Fargo Dank - Ttustee 3,340 Y 10.750
_ Gestaix S.A. g
61 1998 (Sprin) 6,639 Y Make Offer
.63 | 1998 Helsinge EMS Make Offer
73 1999 Woells Fargo Bank - Trostee 4,476 Y 9.900
_ Rlotida Powes & Light Company
February 1, 2011
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Serial Yt of Total ~Bagine - Asking Priee
No.  Mp ' Ownar Tine  Prog. (millions of USD)
88 | 1999 Chattright Ale Tnc, 4306 N Make Offer
{Canada)
92 1999  Millard Refulgerated Services 3,020 Y 10.895
AT deea Kyedel International Ttdi- - sgag = ) e
94 1999 (Tottols) 2,818 Y 10.895
703 | 2000 Dagsault Aviation 4,064 N Make Offer
711 | 2000 Sioux Coxp. 2261 Y 10.950
(Bermuds)
134 { 2001 CIT Acrospace 4,516 Y 11.500
735 | 2001 Relational Tnvestors I.1.C 4032 EMS 11.950
743 | 2001 Entergy Services Inc., 3,854 Y 13,000
144 2001 W.ERB.C. Tmnsportﬂtion 3,613 Y Make Offer
149 | 2001 Owner Unknowa 2135 Y Make Offe
(Mexlco)
750 | 2001 Bach Leasing 5.A. 3480 N Make Offes
(Spain)
184 | 2002 N71AX Inc, — Trustee 1813 Y Make Offer
(Bngland) i
216 | opgq  Bece HydmLeasingGmbh —pppg Make Offes
(Austrin)
224 | 2005 Dow Chemical Co. 3,013 N 15.950
Tkatos A V.V. .
227 | 2005 (Ukeaine) 2,321 N Makg Offet

1. Deal pending.

As noted above setial numbers 1 and 17 are both undet contract. Relative to the formes,
given that it is a prototype airceaft, based in Furope and sold by the manufacturet, its selling
price is probably immatetial to establishing the value of other airctaft,

Relative to the latter, setial numbet 17, the broker advises that & deal is pending at a price of
approximately $7.5 million.

Anothet.aitcraft with a pending sale is serial namber 94, an aircraft registered in the Isle of
‘Maun and based in ‘Tostola, British Vitgin Islands. ‘The broker of this aircraft confitms that
thete is 8 deal pending to this aircraft at & price of $10 million. Itis important to tecognize

Florida Eower & Light Comapany
Pebsuary 1, 2011 :
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however that this aitcraft has only 2,818 hours total time, one yeat old paint and since itis
younger than the Subject Altcraft, the need for “C* inspection and gent overhaul are less

pressing.

I addition to teviewing those sitceaft which ate cutrently available for sale, it is important to
 examine those aitcraft which have secently sold. For the purpose of this assignment, JetPor

fhas teviewed fhose Falcon 2000 sales which have oceutred duting the second half of 2010 7
and this month: :

Seriad Nwmber 11, Sold aircraft was sold in November frotn
Skylands Aviatlon to a company in St Louis and then put on
lease to Sobel Company in Flotida, This was a 1995 built aitcraft
with almost 5,800 houts total time. JetPet has leatned that this
airctaft traded for approximately $7.75 million.

Satier! Numrber 15. Owned by LB.M. Cotporation, this was a very

high time (over 8,700 hout) 1995 built aircraft sold in December \
to Capital Holdings. JetPer has learned that this aitcraft sold for

atound $7.25 million, a price teflective of its very high time

status. :

Servad Number 51, "This was a 1997 built aiscraft with almost 5,000
houts total time, which sold in Septembet: from Matk Matiani
Inc. to Greenbsier Capital LLC. Matket sources advise that this
aircraft sold for $8.65 million. '

Serial Nuwber 52, “This was a complicated ttansaction with the
seller, Center Oil Company, selling the aitctaft in a like-kind
exchange to Quest Trading in Brazil. This was a 1997 built

. aiveraft with almost 7,000 hours total titne. The seller took in

Hawker BOOXP in on trade, however the value of the sale was
placed at §8.4 million.

Sesial Nimber 71. Sold in Auvgust, this was an a 1999 built aisceaft
with almost 4,800 hours total time, selling from CIT Equipment
Finance to NovaJet in Canada. The brokes advises that this
aircraft sold for $9.15 million,

Floslda Powet & Light Company
Rebruaty 1, 2011
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. Serial Nuwrber 72, Also sold in August, this was a similar aivcraft,
with almost 4,800 houes total tine, which sold from Devon
Enetgy to J.C.E. Leasing, JetPer has learned that this aitcraft sold
for $8.7 million, :

®  Serial Nuber 74. Also owned by Devon Enetgy and also selling
in August, to Anthony Marano Company, this aitcraft-only had-- -
3,700 hours total time and sold for $8.5 million, Howevet, it is
known that the buyer paid for the required “C” inspection, which
brought his total cost to approximately $8.75 million.

*  Setial Number 80. 'This is an aircraft which Gulfsteenm had agreed
to matket in consideration of the ownet’s purchase of a new
aircraft. Although Gulfstream had been asking $11.25 million for
this sircraft, JetPer has learned that it ultimately sold for around
$10.25 million. The price included new paint (t $100,000), “C”?
inspection (+ $250,000), gear ovethaul (+ §250,000) and the “diy
bay mod” (+ $100,000). Assuming that this aircraft sells for
roughly $10.25 million, its inherent value without all of this
necessaty maintenance, would be §9.5 million, Itis important to
recognize that this value does not reflect the roughly 2,500 hour
difference between setial number 80 and your setial number 83,

»  Swial Number 82. "This is the most recent transaction involvin
the youngest Palcon 2000 to have traded in the US. in the 2
half of 2010. Sold in November, this was a 1999 built aitcraft,
owned by Shell Oil, with apptoximately 6,200 hours total Hme.
"The buyer of the altctaft, Najafi Companies, is reported to have
paid $8.7 million for the aircraft.

In addition to these sales, there have been several other Falcon 2000 transactions involving
younger aitcraft (setial number 103, 166, 191 197 and 223). However all of these sales
involved Eutopean tegistered aitcraft and because of the currency issucs and perceived
matket differences, thete sales are not considered germane to establishing the value of the
Subject Aircraft,

"I'he oplnion of JetPet as to the value of the Subject Airceaft is based largely upon the recent
sale of setlal number 80, which has an adjusted value of roughly $9.5 million, before airframe

Flotida Power & Light Company
Februaty 1, 2011
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houts ate considered, In addition, JetPer has also considered the consummated sales of
serial numbets 72, 74 and 82, all of which sold for around $8.7 million. ‘

Most of the brokets and dealots with whom JetPer spoke lament the lack of any sustained
demnnd for the Falcon 2000. For those aitcraft which are coming up on their 6* or 12" year
of service, at issue is the need for the comprehensive “C” inspection, and the few customess

_out there hope to avoid the costly unknowns of this inspection. .

In addition, it must be pointed out that at its current tange of prices the Falcon 2000 now
competes squately with the Gulfstream IV and IVS/P and breed of aircraft that offers a
much bigger cabin and roughly 1,000 miles greator range. For those who do not require
such a latge aitcrafy, dus to factory discounting it Js also possible to accuire much younges
‘state-of-the-act aircraft such as the Hawker, Gulfsteeamn 150 or Citatlon XIS+,

Based upon mixed economic nsws, JetPer is of the opinion that in the shot term values for
the Falcon 2000 will either settle or pethaps continue to drop somewhat. Given the
oversupply of preowned aiteraft and Inckadaisical demand, there is little likelihood that the
value of these aircraft will xevert to 2008 levels.

Flosida Power & Light Company
Februagy 1, 2011
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COVENANTS

Jet Perspectives has no present or contemplated future interest in the subject property or any
othet intetest which might tend to prevent making a fait and unbiased appraisal. ‘This repott
has been prepared for. the exclusive use of the Client; JetPer will not provide it to.any other
patty without the express consent of Client, JetPer doés not assuie tesponsibility or legal
liability for any actions taken, ot not taken, by Client ot other parties concerning the
equipment. By accepting this rspott, alt parties agree that JetPer shall bear no such
responsibility ot legal liability including libility for special or consequential danvages.

JetPet heteby certifies that, to thé best of its knowledge and belief, the statements of fact
contained in this report are tewe and coreect, and this report has been prepared in conformity
with the Uniform Standaids of Professional Apptaisal Piactice of The Appraisal Foundation
and the Principles of Appraisal Practice and Code of Ethics of the Ametican Society of

Appraises.

“)fyw

Robert M. Zuskin
President

Jet Perspectives
February 1, 2011

Flotida Power & Light Company
Febsuary 1, 2011

25

STAFF 002780
FPL RC-12

120015 Hearing Exhibits - 01424




Auviation #sset Management Tuc

Equipment Asset Management and Financial Appraisal Services

10830 NW 27" st.

. . , Doral, FL 33172-5907
Accredited Senjor Appralsers '

Accredited Senjor A Tel: (305) 599-8325

Daniel H. Rausch, ASA ASA Fax: (305) 599-8398

Gary A. Webster, ASA e-malil: info@aami.cc

American Sogiely of Appraisers .
www.aaml.cc

An Appraisal of the Spare Parts & GSE Inventory
Owned By

Florida Power & Light Company

As of November 11, 2010

Prepared For

Florida Power & Light Company

Prepared By

Aviation Asset Management Inc

November 12, 2010

. .5 4O
A\ T T e

120015 Hearing Exhibits - 01425

STAFF 002781
FPL RC-12




Table of Contents

Introduction
Report Options
Approaches to Value

Exectiive Summary
Value Calculations

Valuation Method

Parts Definition
Statements of Limiting Conditions
Appraisers Certification

Appraiser Qualifications

Glossary of Terms

M&E Definitions

STAFF 002782
FPL RC-12

120015 Hearing Exhibits - 01426




STAFF 002783
FPL RC-12

120015 Hearing Exhibits - 01427



Auiation Hsset Wanagement Tnc

Equipment Asset Management and Financial Appraisal Services

10830 NW 27 st.
Doral, FL 33172-5907
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Daniel H. Rausch, ASA AS A Fax: .
_ Gary A Webster, ASA e oo

redit nior Appraisers
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November 12, 2010

Mr. Glenn Aurelius

Sr. Manager, Corporate Aviation
Florida Power & Light Company
3800 Southern Bivd., Hangar 1625C
West Palm Beach, Florida 33406

Dear Mr. Aurelius:

In response to a request by Florida Power & Light Company, (FPL) Aviation Asset
Management Inc. (AAM) is pleased to provide a desktop appraisal report and our opinion of
the Current Fair Market Value (CFMV) of the aircraft parts, ground support equipment (GSE),
and tooling inventory owned by FPL. This inventory is located at the West Palm Beach
Airport, Hangar 1625C, West Palm Beach, Florida. This appraisal encompasses the aircraft
parts and GSE that are located in the above FPL facility.

This appraisal is based on information provided by FPL to Aviation Asset Management
Inc as of November 11, 2010. AAMI has taken as true all representations made by FPL,
particularly with respect to ownership and condition, and has not conducted any independent
investigation or otherwise sought to verify the accuracy of the information provided. No
consideration has been given to any liens or encumbrances which may be held‘against the
assels appraised. No investigation of legal fee or title to the property has been made and the
claim to the property is assumed to be valid. No additional values or appraisais have been
made regarding such intangibles as patents, rights to manufacture, trademarks, goodwill,

iz. £
Association l?llwﬁl Xﬂé}m}‘i
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customer lists, etc. No inspection of the inventory was made for this appraisal. Thus, the
quantities and costs are based upon data provided by FPL.

The determination of an inventory value is dependent upon overall market conditions
and related spare parts requirements that are projected over a determined period of time.
Market values are based on the knowledge of asking, offered and actual transactions taking

~ Tplacein the aviation marketplace.”

The values given by Aviation Asset Management Inc. are valid only as of November
11, 2010. Subsequent to that date there may be changes in the status or condition of the
subject inventory that could affect AAMI's stated value of this inventory.

This appraisal has been developed and is being submitted in conformance with the
Uniform Standards of Professional Appraisal Practice (USPAP), as promulgated by the
Appraisal Standards Board and enforced by the American Soclety of Appraisers.

Aviation Asset Managemant Inc. is not a manufacturer or engaged in the sale or
distribution of the inventory that comprises this appraisal. AAMI makes no representations or
warranties, expressed or implied, with respect to the merchantability or fitness for particular
purpose of the parts. AAMI shall not be liable to FPL.

This appraisal represents the opinion of AAMI, as an independent and disinterested
party to the transaction as well as the known parties thereto. It is not given for or as an
inducement for, any financial transaction; and, further is prepared for the exclusive use of .
Florida Power & Light Company, and shall not be provided to other parties without their

express written consent.

Sincerely,

Aviation Asset Management Inc
Dantel % Rawsct Gorny . Welbster
Daniel H, Rausch, ASA Gary A. Webster, ASA
President Vice President
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Report Options

There are three traditional appraisal report options used in presenting appraisal data:

— — ..1._A Seif-Contained. Appraisal Report...... .

2. Summary Appraisal Report.
3. Restricted Use Appraisal Report.

The essential difference among the three report options is in the content and level of
information provided. This is a Desktop Summary Appraisal .Report, which contains sufficient
information to explain the appraisal process. The purpose of this appraisal is to determine the
Current Fair Market Value (CFMV) of the company’s parts, tooling, and GSE inventories. The
use of this appraisal is for support of their internal accounting. The user and our client is FPL.
All data gathered in support of our opinions of value and used in the compilation of this

appraisal Is available in our workfile for your inspection for a period of five years.
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Approaches To Value

There are three recognized approaches utilized to determine value which may be used
in appralsing, described briefly as follows:
COST APPROACH: This approach begins with the determination of the current cost

to reproduce the asset (Reproduction Cost New) or replace the utility (Replacement Cost
New) of the subject property as of the valuation date. From the more appropriate of these two
costs all forms of depreciation, physical deterioration, functional and economic cbsolescence

are deducted resulting in a value estimate by the Cost Approach.

INCOME APPROACH: In this approach, the future income stream associated with the
inventory is first estimated. From this potential income, all expenses involved in the
Maintenance or overhaul of the machine is deducted yielding net income which is the money
an investor could expect to receive from the inventory. This data is then processed into value
either by means of a capitalization rate embodying consideration of capital cost, remaining
economic life and degree of risk involved, or by means of a discounted cash flow analysis
over an appropriate economiic life,

The Income Approach is typically not used to value aerospace parts and ground
support equipment. It is very difficult to separate and allocate the portion of the operating
income attributabie to specific machines. Consequently it is not used in this analysis.

SALES COMPARISON APPROACH: In this approach, sales of comparables are
analyzed. If detailed information is available, the individual sales are adjusted for various
aspects of similarity to the inventory which affect value. The resultant adjusted sales prices
are correlated and a value estimate for the inventory is derived from them. This approach
values each item separately and takes into account the condition of each machine.

The Sales Comparison Approach and the Cost Approach were both applied in
establishing estimated values for the FPL inventories. The Cost‘Approach was used when

adequate comparable market data was unavailable.
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EXECUTIVE SUMMARY

Florida Power & Light Company
As of November 11, 2010

It is the opinion of Aviation Asset Management Inc. that the Current Fair Market Value

(CFMV) of the subject FPL inventory is as follows:

Inventory Type Lines Quantity CFMV
Parts 123 123 $298,901
GSE 71 88 $294,669

Tooling 76 76 $ 31,975
Totals 270 287 $625,545

Please note: throughout this report, CFMV is shown In green

For the purpose of this appraisal, all parts are assumed to have the required
documentation for origin, condition, and traceability.
AAMI followed traditional industry standards for this inventory evaluation and appraisal. The

following parameters and assumptions were utilized:

The inventory has a known condition, a known quantity and valid part numbers.

> It is cataloged and stored properly and safely in a controlled environment.

¥ It is under an approved system, which will verify alrworthiness and traceability.
> The inventory type complements current market requirements.

In calculating the following values, AAMI used manufacturer's price catalogs, current
industry transactions, historical transactions and market sampling to arrive at our valuation. In

addition, we used historical data frorn FPL and the marketplace.

Page 1 of 16
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FPL Owned GSE Inventory
As of November 11, 2010

Description Model Vendor Qty CFMV
| Golf Cart Model 6 Yamaha 2 $ 9,500
Fork Lift 8FGU18 Toyota 1 22,500
GPU JET-EXIIP Hobart 1 2,925
DC Power Cart 6T28-400CL Hobart 1 7,400
DC Power Cart Model V Ohmite 1 4,900
Scissor Lift SJili-3219 Skydack 1 4,500
Tug/Tractor B9200 HST-D Kubota 1 16,500
Tire Cage TC36 Alberth Aviation 1 6,100
Flammable Locker 28380-IL Haz Stor 3 4,500
Floor Cleaner 5700 Tennant 1 6,700
Power Sweeper 140 Tennant 1 2,250
Air Compressor 242-5N Ingersoii-Rand 1 1,200
Engine Wash Unit 203876 Fire Ball 1 780
Portable Alr Conditioner PAS548AKA4 '“te';‘ri‘;‘zl‘;?'&‘ig‘f"" 1 1,500
Portable Fans Water Way Cool Fans 2 2,000
Oxygen Service Cart 20-4500-7000 Tronair 1 3,000
Lavatory Service Cart 10-4036-0010 Tronair 1 3,325
Fluid Bowser 06-4035-0500 Tronair 1 1,253
Fluid Bowser 06-5004-3600 Tronair 1 1,253
Fluid Bowser 06-5009-6800 Tronair 1 1,253
Mule Hydraulic 56100EB3C Tronair 1 24,000
Muile Hydraulic (heli) CJNO129-002 Hyspsco 1 2,705
Muie Skydrol 05-7008-3400 Tronair 1 14,790
Jack Stands 04-6029-5111 Tronair 2 3,800
Tow Bar 01-0594-0000 Tronair 1 1,140
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HAatation racet Wanagement Tnc

Description Model Vendor Qty CFMV
Tow Bar 01-1211-0010 Tronair 1 1,140
Tow Bar 01-1043-0000 Tronair 1 1,140
Engine Compressor Washer 08-4048-1011 Tronair 1 3,050
Bead Breaker 14-6801-0120 Tronair 1 3,493
Aircraft Jack 02-7856-0110 Tronair 1 4,500
Aircraft Jack 02-7815-0110 Tronair 2 9,000
Aircraft Jack 02-1040-0100 Tronair 3 6,000
Aircraft Jack 02-0511-0132 Tronair 3 6,000
Tail Stand K-3864 Tronair 1 3,900
Tail Stand 03A5826-0000 Tronair 1 3,900
Sheetmetal Shear T1-52 Tennsmith 1 3,750
Sheetmetal Break U-4812 Tennsmith 1 3,750
Band Saw 4YG30 Dayton 1 2,375
Drill Press 17 Craftsman 1 525
Belt Sander 6" Craftsman 1 300
Bench Grinder 8" Black & Decker 1 225
GBS Computer PWC67427 Pratt & Whitney 1 7,000
Borescope ProXL Everest 1 22,000
Squat Switch Test Box 6688002-1 Cessna 2 887
Camber Adjustment Tool CJLMDL32-008 Cessna 1 2,500
N2 High Press Booster 18-4200-1000 Tronair 1 2,600
02 High Press Booster 18-4202-1000 Tronair 1 3,050
PWC 206 Tooling Set Various Pratt & Whitney 1 4,500
50 Pin Breakout Box PCT50900-50 Hart Aviation 1 2,250
Digital Turbine Temp 101-00901 Barfield 1 2,620
Megohmmeter 2471F Barfleld 1 1,500
Static Tester 101-00164 Barfield 1 5,000
Balancer 8500C Chadwick 1 14,500
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HAuéation FAsset Wanagement Tne

Description Model Vendor Qty CFMV

DC Power Supply 1790 BK Precision 1 1,600
Pedestal Fans 30" Global 5 1,000
Gray Storage Cabinets 6 600
_|Tan Storage Cabinets B 600
Uniform Lockers 6 300
Portable Work Table's 2 100
Ladders 2 4 25
Ladders 4 2 40
Ladders : 6’ 4 60
Ladders g’ 2 80
Ladders 12' Werner 1 90
lce Machine Hoshizaki 1 350
Luggage Carts ' 2 160
Parts Washer 1 150
Rubbermaid Carts 18" 3 150
Rubbermaid Carts 24" 3 210
Throw Matt Cart 1 25
Celling Fans - Installed 24 Ft Big Ass Fans 2 18,000
Totals 116 | $294,6869
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Advtation rhser Wanagement Tuc
FPL Owned Parts Invéntory

By Condition

As of November 11, 2010

Condition Lines Qty CFMV
INSPECTED 6 6 $ 29,202
MODIFIED 2 2 4,800
NEW 88 | 88 128,863
NON REPAIRABLE 1 1 0
(B.E.R.)

OVERHAULED 7 7 72,930
RECERTIFIED 1 1 13,313
REPAIRED 12 12 27,933
SERVICED 5 5 21,735
UNKNOWN 1 1 125
Totals 123 123 $298,901
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Auiation Asset Hanagement Tuc

The AAMI Inventory Appraisal / Valuation Method
The Aviation Asset Management Appraisal / Valuation Method consists of a variety of
processes to obtain the closest approximation of current market value in the industry today.

The core of the method lies with the extensive catalog value database amassed by AAML

Next-is-the-exhaustive-practice-of-obtaining- current-market-values-using-industry-standard-————

data sources. Other steps preliminary to the process include:

The segregation of material:

1. Primary aircraft or engine type: Many items can be used on multiple aircraft and
engine types. AAMI attempts to match the material to its newest generation or most
valuable aircraft or engine modei. It is reasonable to assume that material that can
be used on a newer model will have significantly greater value than material that
can only be used on an older model. The material that can be used on a variety of
different aircraft or engines maintains its value based on a larger overall market
requirement.

2. The breakdown of material into different classifications: Rotable / Repairable,
Expendable / Consumable, and Airframe / Insurance.

s Rotable material has the ability to be sent to a shop and returned to *0” time.
Examples of such items are APUs, CSDs, starters, generators, valves,
avionics and actuators among others. Repairable material can also be sent
to the shop for repair. This material will normally include panels, brackets,
pulleys, etc.

» Expendable material is comprised of one time use items. This material is
usually lower In doliar value and can include nuts, bolts, washers, screws,
gaskets, etc.

o Airframe material includes any material that is structural in nature. Flaps,
slats, vanes, elevators can all be included in this category.

It should be noted that classification of aircraft material can be one
of the most lime consuming elements in the AAMI method. The
breakdown above is used as a guldeline only. AAMI professionals
continue to invest many hours of time classifying material.
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3. The condition of the material: Aviation has yet to standardize on a finite set of
aircraft material conditions. Parts companies further segregate the above to
differentiate it more completely: Common conditions are:

¢ New (N/NE /NU), Factory New (FN), and New Surplus (NS}
¢ Overhauled (OH/ 0OV / Q)

» Serviceable (SV/ S)
» Repairable or As Removed ( R/ RP / A/ AR/ ARFA)
¢ Beyond Economical Repair (B / BR / BER)

AAMI uses a variety of data sources to classify subject inventories:

» FAA PMA database

+ IPC reference database. (All Falcon, Citation Bell and AgustaWestland, Pratt, Rolls Royce
and Honeywell produced aircraft and engines, and other manufacturer's data)

s NSN database

s ATA (AIRS database of surplus with over four years of change information to evaluate
industry usage trends)

+ Aircraft and engine type and model reference

» Aircraft number and location database

Once the material is properly classified it can be run against the pricing data object to obtain
values based on the classifications above. '

Aviation Asset Management maintains an extensive database containing:

s List Prices:
AAMI has at its disposal millions of catalog values amassed over a period of many

years. Catalog values are maintained in a database that will place the newest value over the
top of any previous or earlier list prices. Many items from older generation aircraft can only be
found in early catalogs. This database is used for information purposes, and while it cannot

be considered at full value, it is very valuable as a weighted percentage while evaluating
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current material pricing. Almost all aviation parts companies will fall back on a percentage of
the list value when quoting a potential customer. '
s Historical Market Values:

These market values come from a variety of sources. Many are airline purchase prices

~———————while-others—are-current-and-historical-sale-prices—Fhese-numbers-can-be-used-against-——---———

catalog values to develop a discount off of catalog value for certain categories of parts that
are with market vaiues.
¢ Historical Quotes:

Quote values are compiled from a commitment to gather information from ILS, ATA,
and Internet listings of material. AAMI personnel are constantly obtaining additional inbound
quote values from companies listing on the services mentioned above. These quotes are
entered into the database for future reference. Inbound quotes can also be used to develop a
percentage discount from list price on a variety of aircraft materials.

! Once ail the information Is compiled and placed in a separate database it is run
through a special business rule object that alerts AAMI professionals to any pricing extremes.
This step is important as it weeds out any inconsistencies that may come about from errors
on provided data. The two most common are identical part numbers for different types of
parts and Incorrect quantities from the supplied data.

The final steps consist of a review of certain subsections of the data set. AAMI
professionals have decades of experience in the valuation of aircraft material and are
capable of spotting issues that are normally missed by an automated process only. Many
aircraft systems have been changed over time. This makes the value of obsolete material
worth much less than any automated process will produce. AAMI continues to constantly
refine its methods assuring the customer that the Appraisal / Valuation has been completed

by the best method available.

Page 3of 5

STAFF 002808
FPL RC-12

e 120015 Hearing Exhibits - 01452



Autation Asset Wanagement Tuc

Methodology specific to the determination of the appraisal values of the FPL inventory

Determining Current Fair Market Value

+ Review of the supplied data for errors:
The following data files were used:

1. FPL Inventory Detail

+ Assigning manufacturer's catalog pricing:

All parts were priced according to their new catalog prices where available. This
process requires that a large and current database be available as to the catalog prices for
the parts being valued.

Adding additional pricing data:

The data from Sales, Qﬁotes and Application was combined in the [nventory-On-Hand
table. The process consisted of the following:

3 Quote data was added based on the quote year and the latest value along with the
date was added to the invantory on-hand database
4 Sales data followed the same methodology going back three vears where available.

‘No Demand Profile was used in determining the CFMV

% Engine application types were added to the database from the part number

« Segregation of material by engine application type:

Page 4 of 5
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The parts were segregaied according to their engine application. Aircraft type will
always play a part in inventory values — engine types to a lesser degree. The value of the
inventory total catalog value for each type of engine was adjusted as to generation type.

Relative value is very fluid based on supply and demand.

+ Segregation of material by condition:

Parts were segregated according to their condition (nev'v, as removed, overhauled, efc)

+ Adjustment of pricing for category:

The parts were'segregawed by whether it was a “rotable” (repeated use part) or

“expendable” (one-time use part).
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FARTS DEFINITION
APPROVED PARTS

The FAA considers that an “approved part” is one that is efigible to be installed on an

aircraft or on other type certificated products, which include aircraft engines and propellers.

This means that the part must be produced and maintained in accordance with 14 CFR Part
121, 14 CFR Part 43 and CFR Part 91. Part 121 addresses design and manufacturing and
Parts 43 and 91 address maintenance requirements. An approved part wili remain in a safe
condition as long as it is maintained in accordance with Parts 43 and 91.

Before installing a part on an aircraft, maintenance personnel must ask the question,
"s the part eligible for installation?" This question is answered based on the following
parameters: was the part manufactured properly and has it been properly maintained?
Further clarifying the matter, the FAA has defined the “approved part’ issue in a manner that
would caplure all aspects of a part's efigibility for installation. The term “eligibility" is
considered synonymous with acceptability, but is preferred in this context to avoid giving the
impression that the part, beyond being maintained so that it is acceptable for general use, is
also acceptable for use in any circumstances.

The definition developed by the FAA addresses a part's manufacturing origin status,
including parts designed and produced under FAA approvals as well as parts designed and
manufactured under other systems that the regulations recognize as acceptable. The
definition also addresses all aspects of whether a part is eligible for use, but does not state
whether the part is the correct part for the specific repair.

The FAA has adopted the following definition of an “approved part”.

A part that has been produced in accordance with the requirements or exceptions of
14 CFR Part 21 is maintained in accordance with 14 CFR Part 43 and 91 and meets
applicable design standards. The phrase "in accordance with the requirements or exceptions

of 14 CFR Part 21" means:
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a) In accordance with a PIMA issued under 21.303 (CFR Part 21, Subpart K).

b) In accordance with a Technical Standard Order (TSO) Authorization issued by the
Administrator (14 CFR Part 21, Subpart 0).

¢) Produced during Type Certificate (TC; 14 CFR Part 21, Subpart B) or Supplemental

Type-Certificate- (STC14-CFR-Part-21;-Subpart-E)-application-procedures-before-the—-—-————
certificate is 'issued and in accordance with TC or STC data.

d) Produced under a Type Certificate without a separate production authorization (14
CFR Part 21, Subpart F).

e) Produced under a Production Certificate, including by a licensee, if produced under
Production Certificate authority (14 CFR Part 21, Subpart G).

f) Produced in accordance with an approval under a bilateral airworthiness agreement
(14 CFR Part 21, Subpart N).

g) Produced as standard parts conforming to established industry or US specifications, in
accordance with 21,303 (14 CFR Part 21, Subpart K).

h) Produced by an owner or operator for maintaining or aitering his own product (14 CFR
Part 21, Subpart K). .

i) Under a Supplemental Type Certificate (STC) or Field Approval (FAA Order 8000.50
and 14 CFR Part 43).

j) Fabricated by a qualified person in the course of a repair for the purpose of returning a
product (aircraft, engine or propeller) to service and not for sale as a separate part. (14
CFR Part 43).

k) Produced in any other manner approved by the Administrator (14 CFR Part 21,
Subpart K).

Under current regulations, a part does not have to be strictly and formally “approved”
by the FAA to be considered eligible. Rather, the part may be produced in another acceptable
manner, such as standard nuts and bolts, or as a product approved for retumn to service
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STAFF 002813
FPL RC-12

120015 Hearing Exhibits - 01457



Autation Foset Management Tue

under 14 CFR 43.13(b). However, a part that has been produced pursuant to an FAA
approval, as well as other accaptable manufactured parts, is not necessarily eligible for
installation, because it may be defective, lack required maintenance or have reached a life
limit or other limit.

"Approved" as referred to in Part 1 means approved by the Adminisirator {unless

another person is specified) and means an explicit action of consent. This concept is applied
widely throughout the Federal Air Regulations (FARS). As seen from the definition used in
this document, some “approved parts” would necessarily be produced under a certificate
issued by the FAA and thus, would fit the current regutatory meaning of "approved".

Other aviation parts, such as standard parts, are not produced under such approvals,
nor are parts fabricated as part of a repair process. Such parts may be acceptable to the
FAA, but are not “approved" in the current reguiatory sense. Additionally, all aviation parts,
regardiess of origin, would have to be maintained according to the regulations, which may fall
outside the current regulatory concept of "approved".

However, while the limited meaning of the term "approved" is widespread throughout
the FARs, the broader use of the term “approved parts” is in widespread use among the
public, the aviation industry, Congress, law enforcement agencies, the courts as well as the
FAA. The FAA believes that the concept of "approved parts" can be discussed in a broader
sense than the stricter regulatory definition of CFR 14 to provide the aviation industry and

government officials with a common understanding of what "approved parts” are.

STANDARD PARTS

Currently, 14 CFR Part 21 does not define standard parts, but it does list examples
such as nuts and bolts, The issue is under consideration by the ARAC and has been the

subject of interim guidance by AIR, The FAA's recommended deﬁnitidn takes into account the
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previous work, but is primarily based on a definition currently contained in FAA Order
- 8110.42, Parts Manufacturer Approval Procedures, 04 October 1995,
The FAA proposes the following definition of “standard part™

A part included in the type design and manufactured in complete compilance with an

established'—US*govérnment-—or“industry=accepted——speciﬁcation-—-that—---includes—-design,_-ru--r-u—-----u---w
manufacturing and uniform identification requirements. The specification must include all

information necessary to produce and conform the part. Examples include, but are not

limited to, National Aerospace Standards (NAS), Army-Navy Aeronautical Standard (AN),

Society of Automotive Engineers (SAE), SAE Aerospace Standard (AS), Military Standard

(MS) and others.

UNAPPROVED PARTS

Advisory Circular 21-29A, “Detecting and Reporting Suspected Unapproved Parts (16
July, 1992)" defines "unapproved paris” as:

A part, component or material that has not been manufactured in accordance with the
approval procedures in 14 CFR 21.305 or repaired in accordance with 14 CFR Part 43 that
many not conform to an approved type design; or may not conform to established industry or
US specifications (standard parts). Such unapproved parts may not be installed on a type-
certificated product.

Examples of unapproved parts provided in the Advisory Circular include:

1) "Counterfeit” or fraudulently marked parts, components or materials

2) Parts shipped directly to users by a manufacturer, supplier or distributor who does not
hold or operate under the authority of a production approval for the part (production
overruns)

3) Parts that have been maintained or repaired and returned to service by persons or
facilities not authorized under 14 CFR Part 43 or 145.
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This definition addresses important issues that also are covered in the FAA's proposed
definition of "approved part'. The three examples of parts would all fail to meet the criteria of
"approved part" as defined by the FAA. However, the FAA has chosen a different approach in

that it seeks to set forth a list of criteria to help maintenance personnel decide if they have a

part-that-is-eligible--for—installation—Therefore,-the- FAA--provides-a-detailed - definition-of -
approved part as discussed above and the following definition of unapproved part.
It is evident that the concept of an unapproved part is wide ranging, encompassing
everything from parts that are improperly maintained to parts produced under FAA approval,
but shipped without proper authorization, to paﬁs deliberately and criminally misrepresented
as approved parts. The proper response by government officials, including the FAA and law
enforcement authorities varies according to the kind of unapproved part involved. Therefore,
it is not useful to discuss unapproved parts indiscriminately and careful consideration should
be given as to why a part may be unapproved, as this would help dictate the most

appropriate response.

INCIDENT RELATED PARTS

Incident related parts are those parts, which have been removed from aircraft that
have been invoived in some type of incident or accident. Some customers will not accept
these parts even though they have been overhauled by a certified repair stafion, and for
those customers that do, these parts may require documentation that states the part has not
been subjected to severe siress, heat or fire from an aircraft incident, accident or engine

failure.
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ASSUMPTIONS AND STATEMENTS OF LIMITING CONDITIONS

The values stated in this report are based on our knowledge of the Aircraft, Engine and
Spare Parts. The values stated in this report are based on our knowledge of the Aircraft,

Engine and Spare Parts inventory market, current market conditions, and certain

definitions and assumptions regarding the inventory condition and status, which is
described in this report.

The values stated in this report are based on the information supplied by the company
that is being appraised. It has been assumed that this information along with any of
management's statements relative to the topics discussed concerning the inventory,
aircraft, or engines are full and complete representations that accurately depict the
company, its inventory and the quality and condition of the market for the products
produced and/or distributed. No warranty is given for its accuracy. Every reasonable
aftempt has been made to verify such information.

Possession of this report, or a copy thereof, does not carry with it the right of publication.
it may not be used for any purpose by any person other than the party to whom it is
addressed without the written consent of that party, in any event, only with proper written
qualification and only in its entirety.

Neither all nor part of the contents of this report {especially any conclusions as to value,
the identity of the appraiser, or the firm with which the appraiser is connected) shall be
disseminated to the public through advertising, public relations, news, sales, or other
media without the prior written consent and approval of the appraiser.

No risk or guarantees have been purchased by the owner of this report.

v All values stated in this appraisal are the appraisers considered opinions based upon the

facts and data set forth in this report.
The appraiser, by reason of this appraisal, is not required to give further consultation,
testimony, or be in attendance in court with reference to the property in question unless

arrangements have been made previously.
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Aviation Asset Management, Inc. reserves the right to recall ail copies of this report to
correct any omissions or errors. |

No consideration has been given to any liens or encumbrances, which may be held
against the assets being appraised.

Aviation_Asset Management Inc. expects the L ender or any other parly, with regard to

the subject-appraised inventory to conduct their own due diligence before determining
and entering into any loan arrangements and shall not base any loan or borrowing base
solely on the opinions of Aviation Asset Management.

The maximum liability of Aviation Asset Management Inc for the breach of any obligation
in connection with this engagement or the Report, and for any and all damages of any
type or hature {whether in contract or in tort, and whether compensatory, consequential
or punitive in nature) sustained or claimed by the Company(ies) or any other person or
entity in connection with this engagement or the Report, shall be limited to the fee
actually received by AAMI under the engagement agreement. In no event or
circumstance shall AAMI have any liability to the Company(ies) or any other person or
entity in excess of the fee actually paid to and received by AAMI under the engagement
agreement.

This appraisal is based upon the various types of values as defined in the Definition
section of this report.

This study and appraisal was accomplished by Aviation Asset Management, Inc. and will
be held confidential. An experienced appraiser has prepared the appraisal and the
analysis and conclusions are arrived at from many years of experience in the appraisal
industry.

We reserve the right to include your company name in our client list. AAMI will maintain
the confidentiality of all reports, documents, and conversations provided to us for the
preparation of this report, subject to any legal proceedings.

This appraisal has been prepared in conformity with the Principles of Appraisal Practice

and the Code of Ethics of the American Society of Appraisers.
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APPRAISERS CERTIFICATION

We certify that to the best of our knowledge and belief:

v The statements of fact contained in this report are true and correct.

v The reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and are my perscnal, impartial, and unbiased
professional, opinions, and conclusions.

v | have no present or prospective interest in the property that is the subject of this
report, and no personal interest with respect to ihe parties involved.

v | have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment.

v My engagement in this assignment was not contingent upon deveioping or reporting
predetermined results.

v My compensation for completing this assignment is not contingent upon the
development or reporting of predetermined value or direction of value that favors the
cause of the client, the amount of the value opinion, the attainment of a stipulated
result, or the occurrence of a subsequent event directly related to the intended use of
this appraisal.

v My analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the Uniform Standards of Professional Appraisal Practice.

v The signatories on this report all provided significant assistance in the compilation of
this report.

v The American Society of Appraisers has a mandatory recertification program for all of
its Senior members. All Accredited Senior Appraisers (ASA) signing this report are in
compliance with that program.

v No inspection was made of the inventory for this appraisal.

Dantel #, Rausch Gary A, Websten

Accredited Senior Appraiser Accredited Senior Appraiser
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Appraiser Qualifications

. Aviation Asset Management, Inc. (AAMI) was founded in August, 1997. The experienced
staff at AAMI brings over 100 years of aviation experience in an integrated consulting group.
We provide financial/technical services, appraise and physically inspect individual aircraft,
fleets, support inventory, tooling and equipment. AAM!’s staff is composed of professionals

who have held Key operafional, raintenance, financial and markeling positions at airlines;
business flight operations, and aviation consulting firms and possess an intimate knowledge
of the worldwide aviation industry.

AAMI is able to provide both aviation and investment clients with the highest level of
resources and experience. Qur experience includes work for air carriers, aircraft
manufacturers and corporate clients, attorneys, banking, finance, leasing and investment
concerns, federal and local assessing, taxing authorities, government and military authorities,
insurance companies, and repair stations. '

AAMI is able to provide hands-on management as well as expert strategic analysis to
meet our client's requirements. AAMI is able to provide expertise tailored to each individual
client while maintaining an overall "big picture” perspective of how each client's needs relate
to the company's goals and the larger worldwide aviation industry.

& Dan Rausch and Gary Webster are: members of The American Society of Appraisers
(ASA) and are Accredited Senior Appraisers.-

@ Members of International Society of Transport Aircraft Trading (ISTAT) and
Mr. Rausch is an ISTAT Certified Appraiser.

& Members of National Business Aviation Association (NBAA)

& Members of Helicopter Association International

# Members of the Aviation Suppliers Asscciation

& Special Magistrates for Ad Valorem Tangible Personal Property Taxes

ASSET MANAGEMENT SERVICES

Inventory Appraisals

Aircraft Appraisals and Value Forecast
On-Site Maintenance Representation
Aircraft Surveys

Maintenance Records Audits

Portfolio Management & Monitoring
Tax Letters

Expert Testimony and Legal Support
Finance & Strategic Planning

Safety Assessments

FEFIFIEII LY
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AAMI SENIOR MANAGEMENT PERSONNEL

DANIEL H. RAUSCH, ASA
Accredited Senior Appraiser

Mr. Rausch's forty-four year aviation career began as a flight instructor while attending
college in Daytona Beach, Florida. He then became chief pilot for the National Association of
__Stock_Car_ Auto_ Racing _(NASCAR), _with_the added. responsibilities of —overseeing-all-——
maintenance of the company’s fleet. He then went on to work for the Federal Aviation
Administration in Los Angeles and Miami, where he spent eleven years and held various
positions including Air Traffic Control Specialist and Military Liaison and Security Specialist.
He participated in feasibility studies and was instrumental in the writing and re-writing of
various Federal Air Regulations (FARs). Mr. Rausch is a former Senior Vice President of
Avmark Services Ltd (ASL), a law firm specializing in the aviation and related equipment
fields. During his thirteen and-a-half years at ASL, he performed aircraft inspections and
appraisals, tracked Department of Transportation and airline industry data for determining
aircraft half-life values, and mainfained an extensive up-to-date aviation library. He is widely
known in his position of co-editor of the company’s Aircraft Marketletier, where it was his
responsibility for the gathering of all aircraft and engine transactions and offerings around the
world. He has extensive knowledge of aircraft and engine values relative to such
transactions. In 1998 he co-founded Aviation Asset Management Inc, which specializes in the
appraisal and consulting areas concerning physical assets of airlines including ground
equipment, OEM & whoiesale suppliers, and FAR 145 Overhaul & Repair Facilities. He is a
Commercial Pilot and Certified Flight Instructor (instrument & multi-engine} and holds
Masters Degrees in Business Administration and Aeronautical Science, from Embry-Riddle
Aeronautical University in Daytona Beach, Florida. Mr. Rausch is a member of the
international Society of Transport Aircraft Trading (ISTAT) and is an ISTAT Certified
Appraiser. Mr. Rausch is also a member of The American Society of Appraisers and is an
Accredited Senior Appraiser. He is one of a small number of listed appraisers under the
. specialty of Machinery, Technicai Specialties/Aircraft in the USA. He also is an Accredited
Senior Appraiser under the specialty of Machinery, Technical Speciaities/Machinery &
Equipment. In addition, Mr. Rausch holds a certificate from The American Society of
Appraisers for advanced training in the appraisal of inventory. Mr. Rausch has served as a
Special Magistrate for Broward and Palm Beach Counties since 2005. He was chosen for his
years of experience in appraisals and is responsible for judging taxpayer disputes with the
county’'s Ad Valorem Tax division on tangible personal property.
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GARY A. WEBSTER, ASA
Accredited Senior Appraiser

Mr. Webster's thirty-eight year business career began with empioyment with the
Federal Aviation Administration and remained for eleven years as an Air Traffic Control
Specialist. During his FAA employment he was involved in the training department and

———-—--instrumental-in-evaluations-of-computer-operations-and-training-devices-in-the-Miami-ARTG—————————
facility. From 1974-2002 he has owned several businesses including: aircraft rentals and
leasing for fixed base operators and sky diving. He has extensive experience in the sales,
leasing, rental and appraisals of light and heavy construction and excavation equipment. As
President of Alphatec Communications & Electronics Inc, a wholesale electronic equipment
business, since 1989, he has gained considerabie experience in the appraisals and
evaluations of office electronics for businesses, telephone switching systems, and satellite
transmitting and receiving equipment for audio/video as well as internet by satellite
applications. He is a member of the Satellite Broadcasting and Communications Association.
in 2001 Mr. Webster became a member of The American Society of Appraisers and is an
Accredited Senior Appraiser (ASA) under the specialty of Machinery, Technicat
Specialties/Aircraft as well as Machinery, Technical Speciaities/ Machinery & Equipment. Mr.
Webster is a member of the International Society of Transport Aircraft Trading (ISTAT). He
has been active in the appraisal of aircraft, engines, industrial machine shop equipment,
including aircraft overhaul shops, aircraft OEM facilities, alrcraft ground equipment and
construction equipment. Mr. Webster graduated from Miami Dade Junior College in 1971 with
an Assoclate in Science degree in Aviation. He holds a Commercial Pilot's Certificate with
Instrument Rating. In 2005 Mr. Webster was active as a Special Magistrate for Miami-Dade,
Broward and Palm Beach Counties. From 2006 to 2008 Mr. Webster was an active Special
Magistrate in Broward and Palm Beach Countiés. He was chosen for his years of experience
in appraisals and is responsible for judging taxpayer disputes with the county’s Ad Valorem

Tax division on personal property.
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GLOSSARY

Unique circumstances may demand specific definitions not found below. Many terms
are used to describe notions of value. The definitions offered here are to provide the
fundamental concepts and are not the only acceptable definitions, since contracts may

dictate “a “somewhat different riotion.  Therefors, these definitions “may be “expandedor
redefined as the purpose and function of an appraisal may dictate, as long as the
fundamental concept is not altered. ,

Also, because of its specialized nature, appraisal practice involves the usage of many
technical and financial terms that may not be commonly understood by clients or laymen, The
following glossary s intended to assist the client in understanding these terms.

TYPES OF APPRAISALS

APPRAISAL: A formal valuation of property made by a competent authority,

DESKTOP APPRAISAL: Does not include any inspection of the aircraft or review of
its maintenance records. it is based upon assumed aircraft condition and maintenance status
or information provided toc the appraiser or from the appraiser's own database. A desktop
appraisal would normally provide a value for a mid-time, mid-life aircraft.

EXTENDED DESKTOP APPRAISAL: An exiended desktop appraisal is one which is
still characterized by the absence of any on-site inspection of the aircraft or its maintenance
records, but does include consideration of maintenance ‘status information that is provided to
the appraiser from the client, aircraft operator, or in the case of a second opinion, possibly
from another appraiser's report, An extended desktop appraisal would normally provide a
value that includes adjustments for the mid-time, mid-life baseline to account for the actual
maintenance status of the alrcraft.

FULL APPRAISAL: Includes an inspection of the aircraft and its maintenance records.
This inspection is aimed solely at determining the overall condition of the aircraft and records
to support the value opinions of the appraiser, and would not, for example, include opening of
inspection panels on the aircraft or a detailed review of record archives. A full appraisal would

normaily provide a value that includes adjustments from the mid-time baseline to account for
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the actual maintenance status of the aircraft, and possibly other adjustments to reflect the
findings of the inspection of the zircraft and its records. ‘

COMPREHENSIVE APPRAISAL: Includes a detailed inspection of the aircraft and
records. Sufficient detail is required, for example, {o insure thal the records are in sufficiently

- .__good order to allow for the re-registration of the aircraft in a different country.

FINANCIAL APPRAISAL: A financial appraisal is one that determines the value of an
airoraft to an investor based upon the income earning potential from its lease and residual

value. A financial appraisal may be done in conjunction with either deskiop or full appraisals.

VALUE DEFINITIONS

BASE VALUE (Aircraft): Is the Appraiser’s opinion of the underlying economic value
of an aircraft in an open, unrestricted, stable market environment with a reasonable balance
of supply and demand, and assumes full consideration of its “highest and best use’. An
aircraft's Base Value is founded in the historical trend of values and in the projection of value
trends and presumes an arm's-length, cash transaction between willing, able and
knowledgeable parties, acting prudently, with an absence of duress and with a reasonable
period of time available for marketing.

In most cases, the Base Value of an aircraft assumes its physical condition is average
for an aircraft of its type and age, and its maintenance time status is at mid-life, mid-time (or
benefiting from an above-average maintenance status if it is new or nearly new, as the case
may be).

CATALOG VALUE (List Price): Is the Manufacturer's published suggested selling
price. The catalog price may be changed periodically by the manufacturer.

'CURRENT FAIR MARKET VALUE (CFMV): is the Appraiser's opinion of the most
likely trading price that may be generated for a property under the market circumstances that
are perceived to exist at the time in question,

The term assumes that the property is valued for its highest and best use that the
parties to the hypothetical sale transaction are willing, able, prudent and knowledgeable, and
under no unusuai pressure for a prompt sale, and that the transaction would be negotiated in

an open and unrestricted market on an arm'’s length basis.
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It is a synonymous with Market Value, and likewise Current Fair Market Value is
synonymous with Current Market Value because the criteria typically used in those
documents that use the term "Fair” reflect the same criteria set forth in the above definition of
Market Value.

By itself, the term “Fair” does not bring any additional qualifications to the appraised

value, but it a term sometimes used in leases, sales contracts, tax regulations and legal
documents, and is sometimes accompanied with a specific definition to which the contracting
parties have agreed.

CURRENT FAIR MARKET VALUE IN CONTINUED USE: The estimated amount,
expressed in terms of money, that may reasonably be expected for a property in exchange
between a willing buyer and seller with equity to both, neither under any compulsion to buy or
sell, and both fully aware of all relevant facts, includin'g installation, as of a specific date, and
assuming that the business earnings support the value reported.

CURRENT FAIR MARKET VALUE INSTALLED: The estimated amount of an
installed property, expressed in terms of money, that may reasonably be expected in
exchange between a willing buyer and seller, with equity to both, neither under any
compulision to buy or sell, and both fully aware of all relevant facts.

CURRENT FAIR MARKET VALUE REMOVAL: The estimated amount, expressed in
terms of money, that may reasonably be expected for a property between a willing buyer and
seller, with equity to both, neither under any compulsion to buy or sell, and both fully aware of
all relevant facts, as of a specific date, considering removal of the property to another
location.

FORCED LIQUIDATION VALUE (FLV): Is the estimated gross amount expressed in
terms of money which could be typically realized from an immediate forced sale (auction),
with the seller being compelied to sell on an as is-where is basis. Is the Appraiser's opinion of
the price at which a property could be sold under abnormal conditions, such as an artificially
limited marketing time period, the perception of the seller being under duress to sell, an
auction, a liquidation, commercial restrictions, legal complications, or other such factors that
significantly reduce the bargaining leverage of the seller and give the buyer a significant
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advantage that can translate into heavily discounted actual trading prices. Apart from the fact
that the seller is uncommonly motivated, the parties to the transaction are otherwise assumed
to be willing, able, prudent and knowledgeable, negotiating at arm’s-length, normally under
the market conditions that are perceived to exist at the time, not an idealized balanced

market,

LIQUIDATION VALUE IM PLACE: The estimated gross amount, expressed in terms
of money, that is projected to be obtainable from a failed facility, assuming that the entire
facility would be soid intact, as of a specific date, within a limited time to complete the sale.

NET ORDERLY LIQUIDATION VALUE (NOLV):. A professional opinion of the
estimated most probable price expressed in terms of currency which the property could
typically realize al a privately negofiated sale, properly advertised and professionally
managed, by a seller obligated to sell over a six to eighteen month time period, as of the
effective date of the appraisal report. Further, the ability of the inventory to draw sufficient
prospective buyers to insure competitive offers is considered. It is assumed that all of the
property will be sold on a piecemeal basis “as is, where is" with the purchaser being
responsible for removal at their own risk and expense. The circumstances of liquidation must
be carefully reviewed at the time so as to maximize return,

The typical costs of liquidating a property of this type, over a liquidation period, must,
at a minimum, budget for salaries, increased commissions, warehousing & office space,
telephone & utilities, advertising, insurance, accounting and legal expenses. These expenses
would be deducted from the Orderly Liguidation Value given.

ORDERLY LIQUIDATION VALUE (OLV): Is thé estimated gross amount in dollars
that could be typically realized from an orderly sale over a reasonable period of time. The
sale of a property over this period must be managed and monitored to insure that the
greatest return in value is realized.

This OLV is not intended to be an immediate forced liquidation sale number. Rather
we assume that the collateral would be properly marketed with all relevant certificates
attached. In the case of an inventory combined into small sub-groupings. Further, the sub-
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groupings will be comprised of a combination of parts that are from both the “"demand
exceeds supply" and "supply exceeds demand"”.

The expenses of liquidation are not included in the OLV given.

SALVAGE VALUE: The estimated amount, expressed in terms of money, that may be
expected for the whole property or a component of the whole property that is retired from

service for use elsewhere.

SCRAP VALUE: The estimated amount, expressed in terms of money, that could be
realized for the property, as of a spediﬁc date, if it were sold for its material content not for a
productive use.

SECURITIZED VALUE or Lease-Encumbered Value: |s the Appraiser's opinion of
the value of an aircraft, under lease, given a specified lease payment stream (rents and
term), and estimated future residual value at lease termination, and an appropriate discount
rate.

INSURANCE REPLACEMENT COST: The replacement cost new as of a specific
date, as defined in the insurance policy, less the cost new of the items specifically excluded
in the policy, if any.

INSURANCE VALUE DEPRECIATED: The insurance replacement cost as of a
specific date, less accrued depreciation considered for insurance purposes.

REPRODUCTION COST NEW: The current cost of reproducing a new replica of a
property with the same or closely. similar materials.

REPLACEMENT VALUE: Is the Appraiser's opinion of "a fair return in money,
goods, services, etc., for something in exchange; monetary worth of a thing;
marketable price." It is the most likely trading price that a property would trade for under the
market circumstances that are perceived to exist at the time in question. Value is usually
estimated and Is subject to differences of opinion and interpretation and varies from one
person to another. (Value is what a thing is worth; price is what is paid to acquire it.)

The term assumes that the property is vaiued for its highest and best use, that the
parties to the hypothetical sale transaction are willing, able, prudent and knowledgeable, and
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under no unusual pressure for a prompt sale, and that the transaction would be negotiated in
an open and unrestricted market on an arm’s length basis.

It is a synonymous with Market Value, and likewise Current Fair Market Value is
synonymous with Current Market Value because the criteria typically used in those

__documents that use the term “Fair” reflect the same criteria set forth in the definition of Market

Value.
REPLACEMENT COST NEW: The current cost of a similar new property having the

nearest equivalent utility as the property being appraised.
TECHNICAL TERMS
The following definitions are largely derived from other aviation industry publications,
including:
* Federal Aviation Regulations
% FAA Publication 8300.9, Airworthiness Inspector's Handbook

3 World Airlines Technical Operations Glossary (WATOG) developed jointly by the
Air Transport Association (ATA), International air Transport Association (IATA) and

Aerospace industries Association (AlA).

in some cases additional explanatory language has been added as clarification or to
discuss the item’s particular relevance to the aircraft appraisal process.

Note that many of the entries below refer only to the US FAA where it might be more
appropriate to add “or other air authority”. Also, in many cases the definitions are drawn from
or refer to specific Federal Aviation Regulations, although it is possible that these could differ
from similar regulations published by the air authorities in other international jurisdictions,

ACCIDENT: An occurrerce assoclated with the operation of an aircraft, which takes
place between the times any pe}rson boards the aircraft with the intention of flight, untit such
time as ali such persons have disembarked, in which:

s Any person suffers death or serious injury as a result of being in or upon the
aircraft, or by direct contact with the aircraft or anything attached thereto; or

= The aircraft received substantial damage; or
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» Any damage is caused to the property of a third party.
ADVISORY CIRCULAR: A publication of the FAA to inform the aviation public of non-
reguiatory material of interest. Unless incorporated into a regulation by reference, the

contents of an AC are not binding. An AC is issued to provide guidance and information in its

--designated-subject area-or-to-show a-method acceptable-for complying with-a related-Federal— - — —

Aviation Regulation,

AIRCRAFT: A device tha is used or intended to be used for flight in the air.

AIRCRAFT COMMUNICATIONS ADDRESSING/REPORTING SYSTEM {ACARS):

A communications system that automatically reports via radio when an aircraft is out of
the gate, off the ground, back on the ground, and at the gate again, thus automaticaity
coliecting data on flight cycles, flight time and block time. During flight the system may also
monitor and report on aircraft and engine performance.

AIRCRAFT, LARGE: A defined category used by the US FAA for aircraft having a
maximum certificated takeoff weight more than 12,500 pounds.

AIRCRAFT, SMALL: A defined category used by the US FAA for aircraft having a
maximum pertiﬂcated takeoff weight more than 12,500 pounds or less.

AIRCRAFT MAINTENANCE MANUAL (AMM): A manual that describes the methods,
techniques and practices to bz used by persons performing maintenance, alteration or
preventive maintenance on an aircraft, |

AIRPLANE: An engine-driven fixed-wing aircraft, heavier than air, that is supported in
flight by the dynamic reaction of the air against its wings.

AIRWORTHINESS: The condition of an item (aircraft, aircraft system or part} in which
that item is capable of operating in a safe manner to accomplish its intended purpose. Two
key factors are: the aircraft (or device) must conform to its type design and it must be in a
condition for safe operation.

AIRWORTHINESS CERTIFICATE: An Airworthiness Certificate is issued by the FAA
for an individual aircraft when it is satisfied that the aircraft conforms to the Type Certificate
and is in a condition for safe operation. The Airworthiness Certificate is issued fo the
registered owner, and is transferred with the aircraft. It remains in effect as long as the
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aircraft is maintained (or altered) according to the appropriate FAA regulations and continues
to be registered in the United States.

AIRWORTHINESS DIRECTIVE (AD): A mandatory order issued by the FAA, usually
applying to specific types of aircraft, engines or appliances, when an unsafe condition exists

and that condition is likely to exist or develop in other aircraft, engines or appliances of the

same design. An AD usually requires some maintenance action (possibly only an inspection),
within some specified time in order to ensure continued safety and airworthiness, and no
aircraft may be operated in contravention of the requirements or limitations of an AD.

ASSEMBLY: A number of parts, subassemblies, or any combination thereof joined
together to perform a specific function and which can be disassembled without destruction of
designed use. (The distinction between an assembly and a subassembly is not aiways exact.
An assembly is one instance may be a subassembly in another where it forms a portion of an
assembly).

BURDEN, MAINTENANCE (sometimes also referred to as Indirect malntenance
cost): Those maintenance labor and material costs not considered to be direct maintenance
costs, but which contribute to overall maintenance program cosis though overhead
operations, administration, record-keeping, scheduling, controlling, planning, supervision,
tooling, test equipment, facilities, etc.

CARGO: All traffic other than passengers. Cargo includes freight, mail and excess
baggage shipments.

COMPONENT: Any self-contained part, combination of parts, sub-assembiies or units,
which perform a distinctive function necessary to the operation of a system.

COST, DIRECT AND INDIRECT: Although there is not an “official” definition from any
regulatory body, aircraft direct operating cosis (DOCs) are customarily categorized as

follows:
% Flying Operations
Crew Salaries & Expenses
Fuel & Qil
Insurance
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*+ Maintenance
» Direct Labor & Material
* Maintenance Burden
% Depreciation & Rentals
+ Landing Fees & Airport Handling Charges (sometimes}
--The major categories of indirect-operating. costs.include:

- Alrcraft Servicing

» Traffic Servicing

= Servicing Administration
*+ Reservations & Sales

% Advertising & Publicity
2+ General & Administrative

CYCLE, AIRCRAFT OPERATING: A complete flight sequence including taxi, takeoff,
flight en route, and landing. In the case of engines, a cycle includes starting, acceleration to
maximum rated power, deceleration and stopping (FAR 33.14).

DAMAGE, FOREIGN OBJECT (FOD): Damage to any portion of the aircraft (most
commeonly engines) caused by impact or ingestion of birds, siones, hail or other debris.

ENGINE: The basic engine assembly plus its essential accessories as supplied by the
engine manufacturer. These include those units and components which are used to induce
and convert fuel/air mixture into thrust/power, to transmit power to the propeller shaft, if any,
and accessory drives; to supplement the function of other defined systems external to the
engine; and to control and direct the flow of internal lubrication. The nacelle and the reverser
are excluded.

ENGINE SHOP VISIT: An engine removal is classified as a “shop visit" whenever the

subsequent engine maintenance performed prior to reinstallation entails one of the following:
» Separation of pairs of major mating engine flanges (other than solely for shipment),
» Removallreplacement of a disk, hub, or spool.
Sometimes the definition is specifically tailored, as in some Airworthiness Directives

that say, “For the purpose of this AD, an engine shop visit is defined as input to an engine
repair shop where the low pressure turbine module is removed”, or “the front and rear flanges
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of the combustion case are separated”, or “any major module is separated”, or “the intet
gearbox is exposed”.
EXTENDED OVERWATER OPERATIONS: Flight operations over water at a

horizontal distance of more than 50 nautical miles from the nearest shoreline. These are

__ operations_for which the regulations require certain communications equipment, as well as

various items of emergency and water survival equipment (life rafts and emergency flotation
devices, for example). Note that the distance is specified from the shoreline, not necessarily
from an airport.

EXTENDED-RANGE OPERATIONS (EROPS): Generally, flight operations at a
distance more than 60 minutes flying time with one engine inoperative from a suitable airport.
"EROPS" now has virtually no official standing except within Canada where certain
communication, navigation and emergency requirements pertain to all aircraft in extended-
range operations, regardless of the number of engines. In the U.S. and many other countries,
the requirements have evolved into "ETOPS” (listed separately below) with rules that apply
only to twin-engine aircraft operating beyond the 60 minute distance.

EXTENDED-RANGE TWIN-ENGINE OPERATIONS (ETOPS): ETOPS applies
specifically to twin-engine aircraft operated at a distance more than 60 minutes flying time
with one engine inoperative from a suitable airport. In the U.S. there are approvals for
ETOPS at distances from suitable airports, varying from 75 minutes up to 180 minutes at the
engine-out cruising speed. In general, aircraft used in ETOPS must have an ETOPS type
design approval which may require the incorporation of a substantial number of equipment
options and Service Bulletins, and the national air authorities may approve specific operators,
aircraft and routes based upon various qualifications, demonstrated reliabiiity and
competence,

EXTRAORDINARY ASSUMPTION: An assumption, directlj related to a specific
assignment, which, if found to be false, could alter the appraiser’s opinions or conclusions.

Comment: Extraordinary assumptions presume as fact otherwise uncertain information

about physical, legal, or economic characteristics of the subject property; or about
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conditions external to the property, such as market conditions or trends; or about the

integrity of data used in an analysis.

FAIL-SAFE: A design criterion, which requires that predictable failure of an item will
not place the aircraft into an uncontrollable condition. The intent is that a partial failure of a

FLIGHT: The entire passage consisting of one or more flight legs, from leaving the

airport of origin to arrival at the airport of final destination and operated under one flight
number.

HYPOTHETICAL CONDITION: That which Is contrary to what exists but | supposed
for the purpose of analysis.

Comment: Hypothetical condition assume conditions contrary to known facts about

physical, legal, or economic characteristics of the subject property, or about conditions

external to the property, such as market conditions or trends; or about the integrity of
data used in an apalysis.

HOT SECTION INSPECTION (HIS): The inspection and restoration of the hot section
items of an engine (principally the combustion and turbine sections), usually at a
predetermined time/cycle limit. A hot section inspection is not necessarily considered an
“engine shop visit' if no major disassembly or repairs are required.

INSPECTION, DETAILED: An intensive visual examination of a specified detalil,
assembly, or installation. It searches for evidence of irregularity using adequate lighting and,
where necessary, inspection aids such as mirors, hand lens, etc. Surface cleaning and
elaborate access procedures may be required.

INSPECTION, EXTERNAL SURVEILLANCE (STRUCTURAL): A visual check that
will detect obvious unsatisfactory conditions/discrepancies in externally visible structure. it
may also include internal structure, which is visible through quick opening access paneis/
doors. Work stands, ladders, etc., may be required to gain proximity.

INSPECTION, GENERAL VISUAL: A collective term, which includes the External
Surveillance Inspection, the internal Surveillance Inspection, and the Walk-Around Check.
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INSPECTION, INTERNAL SURVEILLANCE (STRUCTURAL): A visual check that will
detect obvious unsatisfactory conditions/discrepancies in internal structure. This type of
inspection applies to obscured structure and installations which require removal of fillets,

fairing, access panels/doors, floor-boards, liners, insulation blankets efc.

INSPEGfION, WALK-AROUND CHECK: A visual check conducted f_rgm__‘g.rplgl_j_q_ Igyel __

to detect obvious discrepancies.

ITEMS, EXPENDABLE: ltems for which no authorized repair procedure exists, and for
which cost of repair would normally exceed that of replacement. Expendable items include
nuts, boits, rivets, sheet metal, wire, light bulbs, cable and hose. For financial accounting
purposes, expendable items are normally considered to be consumed when they are issued,
so they are thien not carried as inventory assets.

ITEMS, LIFE-LIMITED: An ltem which, when listed on the aircraft, engine or propeller
type certificate data sheet or the manufacturer’s instructions for continued airworthiness,
must be permanently removed from service and discarded before a specified time {e.g.
hours, cycles or calendar limit) is achieved. Among the most significant life-limited items for
appraisal purposes are engine disks and shafts.

ITEMS, REPAIRABLE: A replacement part or component, commonly economical to
repair, and subject to being rehzbilitated to a fully serviceable condition over a period of time
less than the life of the fiight equipment to which it is related. Exampies include many engine
blades and vanes, some tires, seats, galleys. |

ITEMS, ROTABLE: An item that can be economically restored to a serviceable
condition and, in the normal course of operations, can be repeatedly rehabilitated to a fully
serviceable condition over a period of time approximating the life of the flight equipment to
which it is related. Exampies include avionics units, landing gears, auxiliary power units, and
major engine accessories.

ITEMS, TIME-LIMITED: An item which must be inspected, tested or reconditioned at
specified intervals of time (hours, cy‘cies or calendar) in order to ensure continued

airworthiness. Not the same as Item, Life-Limited, listed separately.
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LIFE, ECONOMIC USEFUL: As it pertains to an aircraft or engine, the economic
useful life is the period of time over which it is (or is expected to be) physically and
economically feasible to operate it in its intended role. Periodic maintenance and repair will
usually be required in order to preserve safety and efficiency during the economic usefut life.

_ LIST, MINIMUM EQUIPMENT (MEL): An approved list of items, which may be

inoperative for flight under specified conditions and/or specific limited periods of time. For
example, an aircraft with triple-redundant navigation systems might be permitted to depart
with one system inoperative, or certain lights may be inoperative for daylight flights. An MEL
is not transferable between operators of the same equipment.

MAINTENANCE: Those actions required for restoring or maintaining an item in
serviceable condition, including servicing, repair, modification, overhaul, inspection,
determination of condition, preservation and storage.

MAINTENANCE, CONDITION-MONITORED: A primary maintenance process under
which data on the whole population of specified items in service in analyzed to indicate
whether some allocation of technical resources is required. Not a preventive maintenance
process, condition monitored maintenance allows failures to occur, and relies upon analysis
of operating experience information to indicate the need for appropriate action.

Note: Failure modes of condition-monitored items do not have a direct adverse effect
on operating safety.

MAINTENANCE, SCHEDULED: The maintenance performed at defined intervals to
retain an item in a serviceable condition by systematic inspection, detection, replacement of
worn out items, adjustment, calibration, cleaning, etc.

MEAN TIME BETWEEN FAILURE (MTBF): A performance figure calculated by
dividing the total unit time or cycles accrued in a period by the number of unit failures that
occurred during the same period.

MEAN TIME BETWEEN REMOVALS (MTBR): A performance figure calculatéd by
dividing the total unit time or cycles accrued in a period by the number of unit removals
(scheduled plus unscheduled) that occurred during the same period.
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MID-TIME, MID-LIFE: (sometimes half-time, half-life) These are two terms commonly
used by appraisers to describe the maintenance time status of an aircraft or engine.
s Mid-time pertains to scheduled inspections or overhauls that are repeated at
specified intervals of time, with "mid-time” (or half-time) implying that the status is
mid-way through such an interval.

+ Mid-life pertains to items with mandated life hmlts(engme dlsks,for example) and -

“mid-life” (or half-life} implies that such items have been in service for one-half of
their life limits.

NON-DESTRUCTIVE TESTING (NDT): A maintenance procedure to determine the
condition of an area or part of an aircrafi or component by means of tests that do not affect
the function or serviceability of the item being tested. Some commonly used NDT methods
“include visual, radiographic, magnetic particle, ultra-sonic, dye penetrant, and eddy-current
inspections.

OVERHAUL: The disassembly, inspection and/or check of an aircraft, component,
engine or appliance to an extent necessary to determine, as substantiated by service
experience and accepted practices, that it is in satisfactory condition to operate one complete
overhau! period. 1t shall include the replacement, repair, adjustment or refinishing of such
parts as required, which, if improperly accomplished would adversely affect the structural
strength, performance, flight characteristics or safety of the aircraft involved.

POOL, PARTS: An arrarigement whereby participants are entitled to withdraw items
from the agreed stock held by any participant.

PROGRAM, MAINTENANCE: A program, either acceptable or approved by
airworthiness authorities, which defines a logical sequence of maintenance actions to be
performed as events or pieces of a whole which, when performed collectively, resuit in
achievement of the desired maintenance standards. The program may be originated by the
manufacturer or the operator.

e A “Block Maintenance Program® is one, which allocates major structural
inspections and/or mainienance tasks into groups, or blocks, which permit
convenient, economical and effective accomplishment. A program of recurring C-
Checks and D-Checks may be a block maintenance program.
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A "Continuous Airworthiness Maintenance Program” is a compilation of the
individua!l maintenance and inspection functions utilized by an operator to fulfill its
total maintenance needs. The authorization to use continuous maintenance
program are: '

> Aircraft inspection

Scheduied maintenance

Unscheduled maintenance

Engine, propeller and appliance repair & overhaul
Structural inspection program / airframe overhaul

¥ ¥ V¥

Required inspection items

% Maintenance Manuals
A “Phased Maintenance Program® (sometimes called an “equalized” / "segmented”
program) is one where some of the maintenance effort is apportioned to smaller
packages that may be accomplished more frequently then the packages in a block
maintenance program. Usually, the objective of this subdivision of effort is to even
out the maintenance workload over time and shorten the length of each period of
down-time.
Note that the distinction between “block” and “phased” programs is not very clear.
Different airlines and different air authorities have adopted many variations, so
these terms do not have unique meanings applicable to all circumstances. For
example, the C-Check might be divided into phases while the D-Check is left intact,
or the D-Check might also be divided into phases, and the number of phases could
be large or small. Moreover, different airlines have adopted different lettering and
numbering ferminologies to designate their checks.
A “Progressive Maintenance’ program is one which provides for the complete
inspection of an aircraft within each 12 calendar months. Consistent with the
manufacturer's recommendations and other regulatory requirements. In practice,
this primarily applies lo small aircraft, although FAA Order 8300.9 Section 5 says
the progressive inspection system “is particularly adaptable to larger multiengine
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aircraft and aircraft operated by companies and corporations where high utilization
is demanded.
QUICK ENGINE CHANGE (QEC): A QEC kit is a collection of components and

accessories such as pumps, generators, thrust reverser, nose cowl, wiring harnesses and

_fluid lines Installed onto a bare engine to speed the eventual installation of the entire power

plant onto an aircraft. The actual make-up of the QEC kit wilt usually depend on the type of
aircraft that the engine will be used on, and may also be different for different engine
positions on the same aircraft. With the QEC kit installed, the power plant is sometimes thén
called a “QEC Unit".

REBUILD: A maintenance process whereby an aircraft, engine, propeller, appliance or
component part is disassembled, cleaned, inspected, repaired as necessary, reassembled
and tested to the same tolerances and limits as a new item, using either new parts or used
parts that either conform to new part tolerances and limits or to approved oversized or
undersized dimensions.

REGISTRATION CERTIFICATE: With certain exceptions for foreign aircraft, aircraft
with temporary authorizations, or aircraft of the armed forces, no aircraft may he operated
without a Registration Certificate that is issued to its owner by the FAA. The Registration
Certificate is also the basis for assigning a U.S. identification number (“N° Number).
Generally, the Registration Certificate remains effective until the aircraft is sold, exported,
destroyed or scrapped. Note that this definition pertains specifically to the U.S. but
comparable regulations apply in most other jurisdictions. '

REPAIR: The restoration of an airframe, powerplant or appliance to a condition for
safe operation after damage or deterioration. A “Major” repair is one that, if improperly done,
might appreciably affect weight, balance, structural strength, performance, powerplant
operation, flight characteristics or other qualities affecting airworthiness. |

ROTORCRAFT: (sometimes rotocrafty A heavier-than-air aircraft that depends.
principally for its support in flight on the lift generated by one or more rotors.

SERVICE BULLETIN (SB): A document issued by the manufacturer to notify the

owner or operator of an aircraft (or engine or other device) of recommended (or required by
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Airworthiness Directives) modifications, substitution of parts, special inspections/checks,

reduction of existing life limits or establishment of first-time life limits and conversion from one

engine model to another. Service Bulletins may or may not be FAA-approved.
SUPPLEMENTAL TYPE CERTIFICATE (STC): An STC is issued by the FAA to grant

 approval for an alteration of a product by a major change in the type design, where such a

change is not great enough to require a new application for a Type Certificate. The STC is
kept by the appiicant and is then the basis for issuing or retaining airworthiness certificates to
all aircraft (or engines or propellers) subsequently medified in the same way. In the case of
alterations by the original manufacturer, approval is normally in the form of an amendment to
the original Type Certificate, rather than an STC.

TERRAIN AWARENESS AND WARNING SYSTEM (TAWS): It provides information
concerning impending or potential hazards with fixed objects.

TIME, BLOCK: Block time is the time from the moment an aircraft first moves for the
purpose of flight until the momenit it comes to rest at the destination; sometimes called biock-
to-block time. Pushback time is considered as part of Block Time.

TIME, FLIGHT: Flight time is the duration of the airborne portion of a flight, sometimes
called wheels-off to wheels-on-time. It is always less than block time. Note that FAR 1
appears to equate Block Time and Flight Time, but his is not generally accepted.

TIME, TOTAL: The operating time that an aircraft, engine or component has
accumulated since new. Unless otherwise stated, this is usually total flight time, rather than
total block time.

TIME BETWEEN OVERHAULS (TBO): The maximum time that an item is permitted
to operate between overhauls, TBOs are usually expressed in flight hours, cycles, or
calendar increments.

TRAFFIC ALERT AND COLLISION AVOIDANCE SYSTEM (TCAS): A system
intended to alert flight crews of the existence of nearby aircraft and to provide warning of
imminent collisions. There are three categories of TCAS; TCAS | is a proximity warning

system that advises pilots of the presence of nearby aircraft. TCAS Il is intended to warn
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pilots of an impending collision, and it commands vertical avoidance maneuvers. TCAS lil
warns of the impending collision and commands both vertical and horizontal avoidance
maneuvers.

TYPE CERTIFICATE: A Type Certificate pertains to aircraft, aircraft engines and
—propellers. The FAA issues a Type Certificate-when the-applicant (normally the manufacturer) -
submits the type design, test reports, and computations and proves to the FAA's satisfaction
that the product meets the applicable requirements of the FARs regarding airworthiness,
noise and emissions. The Type Certificate is kept at the manufacturer’s facility and is the
basis for issuing airworthiness certificates to all aircraft (or engines or propellers)
subsequently manufactured according to the same type design.

Type Certificates may also be issued for products manufactured in foreign countrles
with which the United States has an agreement for the acceptance of these products if the
country of origin certifies that the: product meets airworthiness, noise and emission standards
equivalent to the U.S. standards, and the manufacturer submits the appropriate supporting
technical data.

TYPE CERTIFICATE DATA SHEET: The Type Certificate Data Sheet is the part of
the Type Certificate setting forth the limitations prescribed by the applicable airworthiness
regulations and any other limitations and information found necessary for type certification.

UTILIZATION, AIRCRAFT: The average daily flying hours for an aircraft or a fleet of
aircraft. May be also expressed in hours per year or hours per month.

FINANCIAL TERMS

ASSET-BASED FINANCE: Secured asset financing, with credit emphasis on the
ownership of, or lien on, such assets as accounts receivable, inventory, machinery and
equipment.

BALLOON PAYMENT: The final payment, which is substantially larger than the other
payments, of an amortized term loan or lease. Less commonly, balloon payments may also

occur periodically during a lease term.
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BARGAIN PURCHASE OPTION: An option given to the lessee to purchase leased
equipment at lease expiry for a price which is significantly lower than the expected fair market
value of that equipment at the end of the lease.

CAPITAL LEASE: A lease in the U.S. is classified as a capital lease if it meets any of

- the following criteriaz -~~~ = ~

» The lease transfers ownership to the lessee at the end of the lease term.

o The lease contains an option to purchase the property at a bargain price.

s The lease term is equal to 75% or more of the estimated economic life of the
property {with exceptions for used property that is aiready near the end of its useful
life).

s The present value of minimum lease rental payments is equal to 90% or more of
the fair market value of the leased property

CHAPTER 7: A chapter of the U.S. Bankruptcy Code, which provides the rules
whereby a debtor or creditor, may petition the court for the appointment of a trustee or
receiver to supervise the orderly fiquidation of a business.

CHAPTER 11: A chapter of the U.S. Bankruptcy C;Jde which provides the rules
whereby a debtor is allowed to file for court protection. Such protection enables the debtor to
continue its operations while undergoing reorganization. Chapter 11 also allows a creditor to
protect its interests.

DISCOUNTED CASH FLOW: A technique for assessing the present value of future
payments which takes into account the time value of money.

DRY LEASE: Traditionally in aircraft and marine leasing, an agreement that provides
financing only for the equipment itself, and does not extend to personnel, maintenance, fuel
and provisioning necessary to operate the craft. Corollary in marine leasing is a bare boat

charter.
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INVESTMENT TAX CREDIT (ITC): A provision of the tax code designed to stimulate
investment in capital equipment by allowing a percentage of the purchase price to be credited
directly against taxes due.

LEVERAGED LEASE: Involves at least three parties: lessor, lessee and a lender. The
—lggsor owns the-equipment -and-will-generally provide a portion of the purchase price while - -
borrowing the remainder, usually on a non-recourse basis, from the lender. The lessor
thereby enhances his ability to purchase and own the asset using the capital of a third party.

NET LEASE: A lease which provides that all costs in connection with the use of the
equipment are paid by the lessee and are not part of the rental, e.g. taxes, insurance and
maintenance are paid directly by the lessee. Note that most capital leases, leveraged leases
and direct finance leases are net leases.

OPERATING LEASE: For financial accounting purposes, a lease which does not meet
the criteria of a capital lease (see separate entry). Also used generally to describe a short-
term lease whereby the user can acquire the use of an asset for a fraction of its useful life. It
is not common, but the lessor may pay for maintenance and insurance.

OWNER TRUSTEE: In a leveraged lease, the party who holds title to the equipment
for the benefit of the equity participants. The owner trustee issues trust certificates to the
equity participants, maintains the register, acts as the agent for such certificates, and makes
appropriate filings to perfect and protect the lender's interest in the collateral.

PURCHASE OPTION: The right to buy leased property at the end of the lease term. In
the U.S., if the tax characteristics of a true lease are to be protected, the purchase option
may not be at a price less than the asset's fair market value at the time the right is exercised.

RENEWAL OPTION: A right whereby the lessee may renew a lease for an additional
period after the original terminafion date. The rent for the renewal period is usually set at a
lower rate than in the initial period.

RESIDUAL VALUE: The value of equipment at a future date, usually in connection

with the conclusion of a lease term. Not the same as salvage value or scrap.
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TAX LEASE: A single-investor or leveraged iease in which the lessor has satisfied
cerfain Internal Revenue guidelines, retaining the tax benefits (such as investment tax credits
and depreciation) associated with ownership. These tax benefits may be passed through to

the lessee in the form of lower rental payments. The lease may require special indemnity by

—{ive lessee for any of the lessor's benefits-lost or subject to recapture. -

WET LEASE: An operating lease that provides crew, fuel and maintenance services in
addition to the aircraft itself.

Component/Material Codes

The following industry accepted terms and Component/ Material Codes are used when
describing the condition of parts.

APIS (Approved Production Inspection Systems) ensures that a park in all ways meets
its FAA approved design data.

PC (Production Certificaie) conveys produciion approval for a complete airdraﬂ,
engines or propellers and associated spare parts that pass through PC holders APIS.

PAH (Production Approval Holders) either a2 TC, PC, PMA, or TSO holder.

TC (Type Cettificate) conveys FAA design Approvai for a complete alrcraft, engines or
propellers.

OEM (Original Equipment Manufacturer): An aircraft or engine manufacturer or other
designated and authorized manufacturer that is the holder of a Production Ceriificate, Parts
Manufacturer Approval, or Technical Standards Order.

PMA (Parts Manufacturer Approval): PMA is issued for replacement or modification
parts under FAR 21, Subpart K, Section 21.303. Such parts are permanently and legibly
marked with the letters "FAA-PMA”", the name, trademark, or symbol of the holder of the
PMA, the part number, and the name and model designation of each type certificated product
on which the part is eligible for installation. Parts which are to small, or where it is otherwise

impractical to mark the parts per the foregoing, may be tagged with the required information
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on the tag or, as an alternative when necessary, the tag may reference the specific, readily
available manual or catalog for part eligibility information.
TSO (Technical Standard Order): FAA authorization for aircraft systems such as seats,

wheels and brakes, which meet a minimum performance standard. Most aircraft accessories,

TSO's involve certain certificated aircraft subsystems, which may be used on several different
aircraft.

NE/N NU {NEW), FACTORY NEW (FN): A new part or material recsived from an
OEM, holder of a PMA, or OEM authorized distributor.

NS (New Surplus): A new part or material received from an authorized supplier, OEM,
or airline (foreign or domestic), which was never installed on an aircraft. The part or material
will have accompanying documentation showing traceability back to the OEM or air carrier
from which it was originally purchased.

OHC (Overhauled & Certified): A part which has been overhauled and certified by an
authorized OEM, Manufacturer's Maintenance Facility (MMF), or Part 145 Repair Agency.
The part was overhauled in accordance with accepted/approved data in compliance with FAR
Part 43 and will have a Time Since Overhaul (TSO) of 00.00 hours.

SVIS (Serviceable): Part is used but certified as airworthy by a Part 121 / 129 airline or
authorized FAA repair agency.

AR (As Removed): Part or material in its “as removed condition” from an aircraft or
powerplant, normally requiring repair and bench check. Part is used but not certified as
airworthy. The part can usually be economically repaired and/or overhauled to SV or OHC
condition.

BER/B/ BR (Beyond Economical Repair): The part is being evaluated for disposition
as “REPAIR" or “SCRAP”.
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ME&E Definitions

Appraisal date — The specific date to which the values contained within an appraisal will

apply.

... Asset = Property of all kinds, both tangible and intangible

Book Value — The capitalized cost of an asset less the depreciation taken for financial
reporting.

Curabte Depreciation -- Depreciation in the form of deterioration of obsoclescence that is
economically feasible to remedy because the resulting increase in utility and
value are equal to or greater than the expenditure.

Economic Obsolescence ~ A form of depreciation or loss of vale caused by unfavorable
external conditions not inherent in the machinery & equipment.

Functional Obsoclescence — A form of depreciation in which the loss in value is due to factors
inherent in the machinery & equipment. Changes in design, materials or a
process that results in inadequacy, overcapacity, excess construction, lack of
functional utility or excess in operating costs are also characteristics in
functional obsolescence.

Physical Deterioration — A form of depreciation where the loss in value or usefulness of an
asset is attributable solely to physical causes, such as wear and tear and
exposure to the elements.

Direct Cost — All costs directly incurred in the purchase and placement of an asset into
functional use.

FBO - Fixed Base Operation. A business operating at an airport to serve thé aviation
community. Hangar space rentai, aircraft leasing or rentai, fuel or maintenance
services, pilot services and even car rentals are frequently portions of this type

of business.
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Incurable Obsolescence — Depraciation in the form of deterioration and obsolescence that is
not economically feasible to remedy because the resuliing increase in the utility

and value are less than the cost incurred.

Original Cost — The initial capitalized cost of an asset in the hands of its present owner.

...Scrap Value - The estimated amount, expressed in_terms of money that could be realized for... . . .

an asset if it wera sold for its material content, not as a tofally functional
machine.

Salvage Value —~ The estimated amount, expressed in terms of money that could be realized
for the whole asset or some part of an asset that is retired from service.

Congidered for oniy, the worth of the raw materials.
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Tel: + 305-599-8325
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