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To: Members of the Finance Committee 
  
From: Rich Olson, City Manager  
  
Date: July 9, 2014 
  
Re:          Consideration – Agreement with DRS for Lease Claw-back Payment 
                                                                                                                                                                      
BACKGROUND: 
 
In May 2009, the City entered into a Lease Agreement with DRS for property in 
Phase I of the Elizabeth City-Pasquotank Aviation Research and Development 
Commerce Park (“Park”).  This lease agreement covers approximately 27.64 
acres of property located within the Park.  The term of the lease is seventeen 
(17) years.  (The reason for the odd number of years is in order to have all DRS 
lease agreements come due on the same maturity date.  The original lease was 
for twenty years with three ten-year renewals.  Three years passed since the 
original lease was executed, hence the seventeen year term.)  All lease 
payments are due July 1 of each year.  The lease is adjusted on a bi-annual 
basis based on a Consumer Price Index adjustment.   
 
The lease rate was designed to allow the City to recapture funds from DRS if 
they did not meet their required job creation numbers.   The lease rate schedule 
found in Section 3 of the agreement provides for a declining rate structure, with a 
claw back provision at the end of the five year period, as follows:    
 

Price Per  
Square Foot 

Jobs Created/ 
Guaranteed Annual Revenue 

.23 100 $231,034 

.22 200 $220,989 

.21 300 $210,944 

.20 400 $200,899 

.18 500 $180,809 
 
DRS committed, through the agreement, to create 500 jobs within a five-year 
period.  For that commitment, DRS received a lease rate of $.18 per square foot.  
The claw-back payment amount was utilized to pay back the City’s obligation 
under the Golden LEAF agreement.  (The Golden LEAF Grant was based on 
$4,000 per job created.)  DRS only created 100 jobs over the five years since the 
agreement was executed.   
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On July 1, 2014, the lease rate increased from $.18 per square foot to $.23 per 
square foot.  City staff has calculated the claw-back provision amount called for 
in the agreement to be $262,990.24.  DRS has concurred with this amount. 
 
In June, we received a request from the DRS corporate office to break the 
payment of the claw-back provision into three equal installments of $84,690.22.  
The first installment would be due July 1, 2014, the second installment would be 
due by October 1, 2014 and the final installment will be due on January 1, 2015.  
City staff has been working with DRS corporate representatives to create an 
agreement, which reflects these terms.  Below is the main body of the 
agreement.  
 

“City shall invoice DRS for the billing periods of July 1, 2014, October 1, 
2014 and January 1, 2015.  Each said invoice shall be in the amount of 
$84,690.22.  DRS shall pay the invoiced amount within thirty (30) days of 
receipt of said invoice.  City shall promptly notify DRS if and when a 
proposed economic development project for Phase I of the Aviation Park 
has been approved by all appropriate Agencies and/or Entities for 
construction.  In that event, City shall, within thirty (30) days after such 
notice, refund to DRS any funds paid by DRS pursuant to this agreement.  
Said reimbursement must occur, if at all, by July 1, 2017.” 
 

The City Attorney is working on the recitals for the agreement.    
 
Please note that DRS has requested that a provision be included in the 
agreement that if the City desires to use land in Phase I for any future economic 
development project, we would need to repay to DRS the claw-back provision, if 
the City’s request is prior to July 1, 2017.   
 
STAFF RECOMMENDATION: 
 
For discussion and direction to City staff. 
 
RCO/vdw 


