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FILE NO. 130072 = ‘ RESOLUTION NO.

[Airport Concession Lease - Clear Channel Outdoor, Ihc., dba Clear Channel Airports -
$10,000,000 Minimum Annual Guarantee]

. Resolution approving the Airport Advertising Lease between Clear Channel Outdoor,

Ihc., dba Clear Channel Airports, acting by and through its Airport Commission, for an

eight year term with a minimum annual guarantee of $10,000,000. '

WHEREAS, The Airport Commission has requested proposals for the Aifport

Advértising Lease; and .
' WHEREAS,-CIear Channel Outdoor, Inc. dba Clear Channel Airports was the highest,

most responsive‘and responsible proposer; a‘nd, |

WHEREAS, The Airport Commission approved Resolution No. 12-0231, adopted
October 30, 2012, awardlng the Airport Advertising Lease to Clear Channel Outdoor, Inc. dba
Clear Channel Airports; now, therefore, be it

: RESOLVED, That the Board of Supervisors hereby approves the Airport Advertising
Lease No. 12-0231, copies of which are contained in Board of Supervisors’ file number

- 130072 : ;, for an eight year term with a minimum annual guarantee of

$10,000,000.

Airport Commission

BOARD OF SUPERVISORS . Page 1
' 1/29/13




BUDGET AND FINANCE SUB-COMMITTEE MEETING _ May 8_, 2013

item 6 ‘ | Department: ’
File 13-0072 San Francisco International Airport (Airport)
Continued from March 6, 2013

EXECUTIVE SUMMARY

Legislative Objectives

e The proposed resolution would approve a new eight-year Airport Advertising Lease between the
~ City, on behalf of the Airport and Clear Channel Outdoor Inc. dba Clear Channel Airports (Clear
Channel), with 2 Minimum Annual Guarantee (MAG) of $10,000,000.

Key Points

o Clear Channel currently has an existing 12-year lease to provide advertising services at 286
locations in the Airport. Under the existing lease, Clear Channel pays the Airport (a) 70% of
gross revenues or (b) a MAG, which is adjusted each year, whichever is higher. Over the 12-year
term of the existing lease, Clear Channel will pay the Airport a total of $72,233,621. The Airport
extended the existing lease, which expired on March 31, 2013, on a month-to-month basis,

- pending the outcome of the proposed agreement.

o In July of 2012, the Airport issued a Request for Proposal (RFP) to provide advertising services
at up to 300 locations in the Airport. On September 5, 2012, the Airport received three proposals
from (a) JC Decaux N.A., Inc., (b) Titan Outdoor, LLC and (c) Clear Channel Outdoor, Inc. An
evaluation panel determined that Clear Channel was the highest ranking responder.

Policy Consideration

e JC Decaux Airports, Inc. filed a written protest of the award of the subject lease agreement, -
which the Airport Commission rejected on October 30, 2012. JC Decaux filed another written
protest with the City Attorney’s Office and the President of the Board of Supervisors. The Board
of Supervisors is not responsible for considering bid protests on the subject lease.

Fiscal Impacts

e Under the proposed lease, Clear Channel would pay the Airport rent equal to a MAG of
$10,000,000 or $833,333 per month, or a total MAG of $80,000,000 over the eight-year term.
Each year, the MAG would be adjusted by the Consumer Price Index. However, the proposed
lease has no provisions for Clear Channel to pay percentage of gross revenue rent to the Airport.

¢ Under the existing Clear Channel lease, the percentage of gross revenues rent exceeded the MAG
rent in five of the last 11 years, or over 45% of the time. As a result, the Airport realized
additional rent revenues of $5,571,141 which exceeded the MAG rent. These additional rent
revenues resulted in $835,671 contribution to the City’s General Fund. Gross advertising
revenues realized by Clear Channel increased from $8,137,767 in FY 2005-06 to $13,000,000 in
FY 2012-13, an increase of $4,862,233 or approximately 60% over eight years, which is the
same term of the proposed new advertising lease.

e Based on a survey of 28 other U.S. airport advertising leases, the City’s existing advertising
leases, and other San Francisco Airport leases, all such agreements require that revenues be paid
based on a percentage of gross revenues or the MAG, whichever is higher. Therefore, the
proposed lease with Clear Channel would be unlike any of these other agreements. In addition,
(a) 15 of the 28 surveyed airports contract with Clear Channel, and (b) 19 of the 28 surveyed
airports, or 68%, received advertising revenues in 2012 based on a percentage of gross
advertlsmg sales, which were higher than the MAG.
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e Approval of this lease would therefore preclude the Airport from benefitting from increased
advertising sales made by Clear Channel and therefore preclude the Airport and the City’s
General Fund from receiving hlgher potent1al revenues in the future.

o In the professional judgment of the Budget and Legislative Analyst, the elimination of the
requirement to pay percentage rent to the Airport, if such percentage rent exceeds the Minimum
Annual Guarantee, is not in the best interests of the City.

Recommendation

e Disapprove the proposed resolution.

MANDATE STATEMENT AND BACKGROUND

Mandate .Statement

Charter Section 9.118(c) requires that any lease having ant101pated revenue of $1,000, 000 or
more be subject to approval of the Board of Supervisors.

Background

On February 16, 2001, based on the results of a Request for Proposal (RFP) process in which the
Airport received only one proposal, the Board of Supervisors approved a lease agreement
between the Airport and Clear Channel Qutdoor, Inc. (Clear Channel)! for the five- -year term
from April 1, 2001 through March 31, 2006, including three one-year options to extend the term
through March 31, 2009 at the discretion of the Airport Commission (File 00-2145). Under the
-original lease agreement, Clear Channel paid the Airport annual rent equal to the greater of (a)
'70% of Clear Channel’s annual gross advertising revenues, or (b) a Minimum Annual Guarantee
(MAG) of $4,050,000 beginning in 2001, with annual adjustments thereafter, for the right to
advertlse on 85 Airport locations. :

On August 23, 2002, the Board of Supervisors approved Amendments 1 and 2 (File 02-1230),
which among other provisions, (a) provided an additional five-year extension of the lease, from
April 1, 2006 through March 31, 2011 under the Concession Support Program®, (b) revised the
MAG annual adjustment calculations and schedule, and (¢) added 240 advertising locations, for a
total of 325 Airport advertising locations. According to Ms. Gigi Ricasa, Senior Property

' The original lease agreement was between the Airport and Transportation Media, Inc., which was subsequently -
sold to Clear Channel.

? Under the Airport’s Concession Support Program, the Airport suspended the Minimum Annual Guarantee for 43
Airport concession lessees that experienced declines in business due to reduced levels of air travel from the events
of September 11, 2001. Under this Program, 42 lessees were also granted five-year extensions to their leases in order
to allow more time for these lessees to recoup their initial capital investments.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST .
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Manager for the Airport, based on provisions in the existing lease, in January of 2011, Clear
Channel surrendered 39 advertising locations in the rental car center, parking garages, and
various arrival corridors because Clear Channel was having difficulty selling advertising on these
spaces and there were restrictions due to Airport operations. Clear Channel surrendered the 39
advertising locations in exchange for fewer, but higher-profile advertising locations in the -
terminal lobbies, and the International Terminal boarding areas, resulting in a revised total of 286
advertising locatlbns in the Airport, or approximately 11,700 square feet of advertising space.
Although the Airport reduced the number of advertising locations from 325 to 286, or 39 fewer
advertising locations, because the new locations were higher-profile locations, the required MAG
annual payments to the Airport were not adjusted. In. FY 2012-13, Clear Channel is required to
pay the Airport a MAG of $7,937,218.

On December 21, 2010, the Airport Commission approved the first option to extend the
advertising lease agreement with Clear Channel by one year from April 1, 2011 through March
31, 2012. On July 19, 2011, the Airport Commission approved the second option to extend-the
advertising lease agreement with Clear Channel by one additional year from April 1, 2012
through March 31, 2013. In accordance with the existing lease provisions, ‘the Airport has-
extended the existing lease with Clear Channel from April 1, 2013 on a month-to-month basis,
pending the outcome of the proposed new advertising agreement. Although the original lease
agreement included three one-year options to extend the lease at the discretion of the Airport
Commission, the Airport decided to issue a Request for Proposal (RFP) for a new advertising
lease agreement, instead of exercising the last one-year option. The existing lease has been in -
effect for a total of 12 years. In July of 2012, the Airport issued a RFP for advertising in the
Airport’s terminals, including the lobby, concourses and boarding areas on the departure and
arrival levels, and specified areas in the parking connectors (tunnels that connect the Airport
" terminal buildings to the parking garages), Air Train bridges and stations, and the Rental Car
Center, for a total of up to 300 locations, or 14 more than the existing 286 advertising locations.
On September 5, 2012, the Airport received three proposals from (a) JC Decaux N.A., Inc., (b)
Titan Outdoor, LLC and (¢) Clear Channel Outdoor, Inc. Both JC Decaux N.A., Inc. and Titan
Outdoor, LLC proposed MAGs of $8,500,000 and Clear Channel Outdoor, Inc. proposed a MAG
of $10,000,000. A three-person evaluation panel, consisting of an Airport staff marketing |
manager, private architect/designer and a San Francisco State University marketing professor,
rev1ewed the proposals and determined that Clear Channel Wwas the highest rankmg responder.

DETAILS OF PROPOSED LEGISLATION

The proposed resolution would approve a new eight-year Airport Advertising Lease between the
City, on behalf of the Airport and Clear Channel Outdoor Inc. dba Clear Channel Airports, with
no options to extend, and a Minimum Annual Guarantee of $10,000,000, payable by Clear
Channel to the Alrport

- Although the Airport anticipates that the proposed new eight-year advertising lease would
commence upon approval by the Board of Supervisors and extend through approximately May
31, 2021, under the proposed lease, Clear Channel must first refurbish, redecorate and
modernize the interiors and exteriors of the advertising spaces at Clear Channel’s expense, prior

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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_ to-.commencement of the operating term of the lease. Completion of such capital improvements
could extend for up to 180 days, or six months. However, during this initial refurbishment
period, Clear Channel would be responsible for paying the Airport advertising revenues equal to
$833,333 per month, or $10,000,000 annually.

In addition, at the mld-term of the proposed lease, or after the fourth anniversary in 2017, Clear
Channel would again be responsible for refurbishing, redecorating and modernizing the interior
and exterior advertising spaces at Clear Channel’s expense. Although the proposed lease does
not specify a required dollar amount that Clear Channel must invest in order to complete either
the initial or mid-term capital improvements, the lease specifies that the amount of such capital

~ improvements be sufficient to conform to the Airport’s design standards, as approved by the
Airport’s Design Review Committee’.

Although the RFP allowed for up to. 300 advertising locations, under the proposed lease, Clear
Channel would be responsible for installing, managing, operating and maintaining a total of 179 -
commercial advertising displays in specified locations in the Airport, as approved by the Airport
Director, at Clear Channel’s sole expense. In accordance with the proposed lease, Clear Channel
must (a) deposit an amount equal to one-half of the current MAG, as adjusted, or $5,000,000 in
the first year, and (b) use reasonable commercial efforts to occupy at least 75% of all Airport
advertising spaces and charge an average minimum rate equal to or exceeding $2,500 per month
for each advertising display.

As shown below and on the following pages, Clear Channel plans to use varlous types of media

advertising, including digital displays, dioramas, column facades, wall- wraps and other type of

advertising displays. All advertising content must be in comphance with the requirements of the.
Airport’s Advertising Standards Policy, as shown in Attachment I to this report. The proposed
lease specifically states that tobacco or alcoholic beverage advertising would not be allowed at

the Airport.

* The Airport’s Design Review Committee is comprised of three members appointed by the Airport Director, which
currently includes the Airport’s staff architect, one private design consultant and one private architect. The Airport’s
Design Review Committee is responsible for reviewing all tenant facilities that are in public view.

SAN FRANCISCO BOARD OF SUPERVISORS ; . BUDGET AND LEGISLATIVE ANALYST
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Under the proposed lease, Clear Channel would be required to pay the Airport rent equal to a
Minimum Annual Guarantee (MAG) of $10,000,000 or $833,333 per month or a total MAG of
$80,000,000 over the eight-year term. Each year, the MAG would be adjusted by the Consumer
Price Index* on the anniversary date of the commencement of the lease. However, the proposed
lease provides that in no year, may the adjustment result in a lower MAG than the prior year,
unless the total number of square feet of advertising is reduced by greater than 10%.

* The Consumer Price Index would be the Department of Labor’s, Burean of Labor Statistics for All Urban
Consumers-Not Seasonally Adjusted-San Francisco/Oakland/San Jose, California. _
SAN FRANCISCO BOARD OF SUPERVISORS ) BUDGET AND LEGISLATIVE ANALYST
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Given the current and future renovation and construction projects at the Airport, the proposed
lease also provides that the Airport Director may require Clear Channel to add, eliminate or
relocate advertising installations and equipment at Clear Channel’s sole expense, based on the
structural and operational needs of the Airport. However, if such changes directed by the
Airport are greater than 10% of the total advertising display square footage, the MAG would be
adjusted to reflect such pro rata changes in square footage advertising space.

As noted above, Clear Channel currently advertises on 286 locations, comprising approximately
11,700 square feet of advertising space. Under the proposed lease, Clear Channel would
advertise on a total of 179 locations, comprising approximately 8,100 square feet of advertising
space. Therefore, the proposed agreement prov1des for 107 (286 less 179) fewer locations and
3,600 less square feet of advertising space in the Airport. However, Ms. Ricasa notes that the
~ actual square footage of advertising space under the proposed lease may change depending on
the specific type of advertising displays approved and installed in each location.

POLICY CONSIDERATIONS

On October 17, 2012, JC Decaux Airports, Inc. filed a written protest of the award of the subject

. lease agreement between the Airport and Clear Channel. Mr. David Serrano Sewell, Deputy City
Attorney advises that JC Decaux’s two main contentions were that (a) the methodology used by
the Airport to allocate points for the MAG proposals did not conform to the RFP, and (b) Clear
Channel’s MAG offer of $10,000,000 was commercially unreasonable and should be rejected as
a financially irresponsible offer. On October 30, 2012, the Airport Commission rejected this
protest and approved a resolution (Resolution No. 12-0231) awarding the subject Airport
Advertising lease to Clear Channel Outdoor Inc. dba Clear Channel Airports.

On February 8, 2013, JC Decaux filed another written protest with the City Attorney’s Office
and the President of the Board of Supervisors challenging the award of the subject lease
agreement between the Airport and Clear Channel. According to Mr. Jon Givner of the City
Attorney’s Office, under Charter Section 9.118, the Board of Supervisors has the authority to
approve or disapprove the subject lease, but cannot amend the resolution fo award the lease to JC
Decaux, as JC Decaux has requested in its protest. Mr. Givner further advises that the Board of
Supervisors is not responsible for considering bid protests on the subject lease.

FISCAL IMPACTS

Table 1 below identifies the MAG, gross revenues received by Clear Channel, the calculated
70% of gross revenues and the total annual payments made by Clear Channel to the Airport for
each of the past 12 years under the existing advertising agreement.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Table 1: Clear Channel Annual Payments to the Airport under the Existing Advertising

Agreement
, Minimum Total
Lease Year Period Annual Gross 70% of Gross Annual
Guarantee Revenues Revenues Rent
(MAG) Payments
: - to Airport
Tease Year 1 4/1/2001 - 9/10/2001 $4,050,000 $301,533 $211,073 $1,800,000°
Lease Year 1 9/11/2001 — 3/31/2002 - NoMAG® ~ 813,231 569,262 569,262*
Lease Year 2 4/1/2002 — 3/31/2003 4,100,000 2,705,591 1,893,914 4,100,000
Lease Year 3 4/1/2003 — 3/31/2004 4,300,000 3,758,400 2,630,880 4,300,000
Tease Year 4 4/1/2004 — 3/31/2005 - 4,800,000 6,427,376 4,499,163 4,800,000
Lease Year 5 4/1/2005 - 3/31/2006 ° 5,700,000 8,137,767 5,696,437 5,700,000
-Option Year 1 | 4/1/2006 — 3/31/2007 5,850,000 9,751,660 6,826,162 6,826,162*
Option Year 2 | 4/1/2007 — 3/31/2008 6,009,000 9,250,167 6,475,117 6,475,117*%
Option Year 3 | 4/1/2008 — 3/31/2009 6,176,000 9,055,968 6,339,178 6,339,178*
Option Year 4 | 4/1/2009 —3/31/2010 6,351,000 7,577,241 - 5,304,069 6,351,000
Option Year 5 | 4/1/2010 —3/31/2011 6,535,000 8,344,321 5,841,025 6,535,000
Extension 4/1/2011 - 3/31/2012 6,535,000 13,339,861 9,337,902 9,337,902*
Year 1 ‘ .
Extension 4/1/2012 -3/31/2013 7,937,218 13,000,000’ 9,100,000 9,100,000%
Year 2 ' ’
Total $92,463,116 $72,233,621

*Percentage of Gross Revenues Rent exceeded the Minimum Annual Guarantee.

As shown in the Table above, under the existing 12-year lease, based on $92,463,116 of gross
revenues realized by Clear Channel, Clear Channel will pay the Airport a total of $72,233,621,
with such annual rent revenues paid by Clear Channel to the Airport generally increasing each
year. In addition, as shown in the Table above, beginning in Lease Year 2, (which excludes the
first year due to the suspension of the MAG), the percentage of gross revenues rent exceeded the
Minimum Annual Guarantee rent in five of the 11 years, or over 45% of the time. As a result,
the Airport realized additional rent revenues of $5,571,141 compared to the MAG.

Given that the City’s General Fund receives 15% of such Airport concession and lease revenues,
the additional percentage of gross rental revenues resulted in $835,671 of additional revenues
for the City’s General Fund. - '

However, under the proposed lease, Clear Channel would not pay either a percentage of gross
revenues or a MAG, whichever is higher. Instead, under the proposed. lease, Clear Channel
would only pay the Airport a MAG of $10,000,000, which would be adjusted annually by a
. COLA. Ms. Ricasa advises that the Airport cannot estimate future annual COLAs, and is
therefore conservatively projecting that Clear Channel would pay the Airport a total MAG rent
of $80,000,000 over the eight-year term of the subject advertising lease.

According to Ms. Ricasa, the recent RFP included only a MAG rent in order to increase
competition for the Airport’s subject advertising lease and to communicate the Airport’s intent to

3 The annual MAG in Lease Year 1 was $4, 050 000. There are 162 days between April 1,.2001 and September 10
2001, such that 162 days of $4,050,000 is $1,797,534, which the Airport rounded up to $1,800,000.
¢ The MAG was suspended due to Amendments No. 1 and 2 resulting from events from September 11, 2001.
" Projected 2012-2013 gross revenues based on actuals received to date.
- SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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not expand to additional advertising locations. Ms. Ricasa advises the Airport wants to minimize
visual clutter and advertising at multiple locations in the Airport in order to enhance the Airport
customer’s experience. In contrast, Ms. Ricasa advises that the Airport felt that a percentage rent
structure would incentivize the lessee to pursue additional advertising locations in order to obtain
higher revenues.

However, the Budget and Legislative Analyst notes that given that the proposed lease would
extend for eight years, and the rates that Clear Channel will charge to advertising customers will
likely increase significantly over the 8-year period, the likely gross revenues to be realized by
Clear Channel from advertising at the Airport will also likely increase significantly over the 8-
year lease term. As shown in Table 1 above, gross advertising revenues realized by Clear
Channel, which have totaled $92,463,116 over the 12 year term of the existing lease, have
increased from $8,137,767 in FY 2005-06 to $13,000,000 in FY 2012-13, an increase of
$4,862,233 or nearly 60% over eight years, which is the same term of the proposed new
advertising lease.

Even if additional advertising locations are not added, Clear Channel will likely realize
significant additional gross advertising revenues over the 8-year term of the proposed lease.
Under the proposed lease, such additional advertising revenues would not be shared with the
Airport, because a percentage of gross revenue rent is not included in the proposed lease.

The Airport provided a memorandum to the Budget and Legislative Analyst dated February 28,
2013, shown as Attachment II to this report, to further explain why the Airport included a MAG-
only rent structure, and why the Airport did not also include a percentage of gross revenue rent,
whichever is higher, as is contained in the existing lease with Clear Channel.

In response to the Airport’s memorandum, citing that auditing Clear Channel’s gross receipts has
been a problem, the Budget and Legislative Analyst believes the Airport should require the
advertising contractor to devise a system which enables the Airport to accurately and easily audit
the gross advertising receipts that are attributable to San Francisco’s Airport, in order to calculate
a percentage of gross revenues. It should be noted that the existing lease with Clear Channel does
provide for a percentage of gross revenue rent. In fact; not only have audits been conducted of
such gross receipts, but also as noted above, the percentage of gross revenue rent paid to the
Airport by Clear Channel exceeded the Minimum Annual Guarantee rent in five of the last 11
years, or over 45% of the time, which resulted in an additional $5,571,141 of revenue to the
Airport and an additional $835,671 to the City’s General Fund.

The Airport’s February 28, 2013 memorandum also pointed out that the proposed MAG of
$10,000,000 is significantly larger than the $4,050,000 that Clear Channel submitted as their
MAG in 2001. What the Airport did not state in their memorandum is that in Fiscal Year 2011-
2012, Clear Channel paid the Airport rent of $9,337, 902 based on the required percentage of
gross revenues prov1510n

In addition, although the Airport states in their memorandum that proposers will “tend to submit_
a lower MAG when a percentage rent is included”, the Airport has provided no documentation to
substantiate that statement. In fact, if that were valid, the Budget and Legislative Analyst -
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questions why the Airport has awarded hundreds of leases in the past and presently has
numerous leases which require having a provision to pay the Airport rent equal to the MAG or
the percentage of gross revenues, whichever is higher. The Airport has never previously advised
the Board of Supervisors that the Airport was receiving lower MAG bids from these other leases
as a result of also requiring a percentage of gross revenue rent. In fact, out of the hundreds of
leases awarded by the Airport, the Airport could not identify one other lease which required a
MAG rent payment that also did not require a percentage of gross revenue rent payment,
whichever is higher.

Our recommendation to require a percentage of gross revenues payable to the Airport addresses
the increased gross revenues that Clear Channel would potentially receive in the future, without
requiring any sharing of such increased revenues with the Airport, because the MAG will only
protect the Airport from downturns in the economy, but not from increases in the economy.

Follow-up

On March 6, 2013, the Budget and Finance Committee continued the proposed resolution to the
Call of the Chair and requested that the Budget and Legislative Analyst obtain additional
information regarding whether both a percentage of gross revenues and a Minimum Annual
Guarantee (MAG) are included in (a) other City advertising agreements and (b) other U. S.
airports’ advertising agreements.

Other City Advertising Asreements

The other two City departments that have major advertising agreements are the San Francisco
Municipal Transportation Agency (SFMTA) and the Department of Public Works (DPW).

e The SFMTA has three advertising agreements: (a) on transit shelters with Clear Channel,
(b) on SFMTA vehicles with Titan, and (c) through the Bay Area Rapid Transit System
(BART) at shared BART/SFMTA stations with Titan. All three of these advertising
agreements require both a MAG and a percentage of gross revenues, whichever is higher.

- In 2012, Clear Channel paid SFMTA $9,076,000 based on the MAG for transit shelters,
Titan paid SFMTA $4,758,319 based on the percentage of gross revenues for most
months and the MAG for a few months and BART paid SFMTA $1,260,422 based on the
MAG.

e DPW has two advertising agreements with (a) Clear Channel for news racks and (b) JC
Decaux for toilets and kiosks. According to Mr. Douglas Legg of DPW, DPW does not
receive any revenues under the Clear Channel news rack agreement because the
agreement allows Clear Channel to advertise in exchange for installing and mamtalnmg
the news racks. The JC Decaux advertising agreement for toilets and kiosks requires both
a MAG and a percentage of gross revenue provision and DPW received $653,476 of
revenues in 2012 based on the percentage of gross revenues.

* SAN FRANCISCO BOARD OF SUPERVISORS : BUDGET AND LEGISLATIVE ANALYST
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Other U.S. Airports

Based on the Budget and Legislative Analyst’s survey of 28 U. S. alrports the results of which
are shown in Attachment III to this report all 28 alrports reported requiring both a MAG and a
percentage of gross revenue provision, whichever is higher, in their contracted advertising
agreements. In fact, none of the airports reported requlrmg only a MAG, as is being proposed by
San Francisco’s Airport. :

As shown in Attachment III to this report, 15 of the 28 airports surveyed, or 54%, contract with
Clear Channel to provide their contracted advertising services, such that Clear Channel will be
responsible for paying advertising revenues to these airports based on both a MAG and a
percentage of gross revenues, whichever is higher. The contracts with Clear Channel include the
following airports:

Albuquerque (ABQ)
Atlanta (ATL)
Chicago (ORD)
Chicago (MDW)
Dallas/Ft Worth (DFW)
Dayton (DAY)
Denver (DIA)

Ft Lauderdale (FLL)
Indianapolis (IND)
Oakland (OAK)

Palm Beach (PBI) -
San Jose (SJC)
Sarasota (SRQ)
Seattle-Tacoma (SEA)
Tampa (TPA)

Ten airports or 36% of the 28 surveyed airports reported having advertising contracts with JC
Decaux. The contracts with JC Decaux include the following airports:

Houston (IAH)

Houston (HOU)

Los Angeles (LAX)

Minneapolis-St Paul (MSP)

Newark (EWR)

New York (LGA)

New York (JEK)

Orlando MCO)

San Diego (SAN)

Washington National & Dulles (DCA & 1AD)

¥ Phoenix Airport reported currently receiving revenues based on percent of gross sales only, however, also reported
that a new advertising agreement was recently awarded which will commence on June 1, 2013 and will contain both
a MAG and percentage of gross revenues.
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The remaining three'airports contract with two other advertising vendors (Aliance Airport at
Phoenix and Portland Airports and Miami Airport Concession LLC at the Miami Airport).

As shown in Attachment I1I, based on the reported 2012 revenues recelved at each of these 28
airports, 19 airports or 68% were paid advertising revenues in 2012 based on the percentage of
gross advertising sales, which were therefore higher than their MAG. Only nine of the 28
- surveyed airports, or 32%, were paid advertising revenues in 2012 based on their MAG.

Airport’s Response

On April 23, 2013, Mr. John Martin, Airport Director sent an email to members of the Budget
and Finance Sub-Committee and the Budget and Legislative Analyst addressing the request for
approval of the proposed advertising agreement. This email and accompanying analysis
addressed the Airport’s reduction of the number of advertising locations, specific limitations on -
San Francisco’s advertising, such as prohibition of alcohol and tobacco advertising, the Airport’s
MAG of $10 million per year or a total of $80 million over the proposed eight-year agreement
and projected revenues based on number of locations and passenger traffic, in comparlson with
other US airports. However, the Airport’s email and analysis did not address the primary
question of why the San Francisco Airport did not include both a MAG and a percentage of gross
revenues in the proposed advertising agreement.

As noted above, all 28 other surveyed US airports require both a MAG and percentage of gross
revenues in their advertising agreements, whichever is higher, and all other major City
advertising agreements require both a MAG and.a percentage of gross revenues, whichever is
higher. In addition, the Airport could not identify one other San Francisco Airport lease that
specifically contains only a MAG, which does not also require an annual percentage of gross
revenue rental payments, wh1chever is hlgher

Therefore, the Budget and Legislative Analyst continues to question why the San Francisco
" Airport should be the only airport out of the 28 surveyed airports in the United States which
would be paid advertising revenues based solely on a MAG, instead of being paid rent on the
basis of the MAG or the percentage of gross revenues, whichever is higher.

® The Airport noted that it has one lease for cellular service equipment site leases which has flat rental rates.
SAN FRANCISCO BOARD OF SUPERVISORS ) BUDGET AND LEGISLATIVE ANALYST
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In summary:

e Under the existing Clear Channel lease, the percentage of gross revenues rent exceeded the
MAG rent. in five of the last 11 years, or over 45% of the time. As a result, the Airport
realized additional- rent revenues of $5,571,141 which exceeded the MAG rent, which
contributed an additional $835,671 to the City’s General Fund. It should be noted that gross
advertising revenues realized by Clear Channel increased from $8,137,767 in FY 2005-06 to

 $13,000,000 in FY 2012-13, an increase of $4,862,233 or approximately 60% over eight
years, which is the same term of the proposed new advertising lease.

e However, under the proposed lease, there are no provisions for Clear Channel to pay
percentage of gross revenue rent to the Airport. Under the proposed lease, Clear Channel
would only be required to pay the Airport a MAG of $10,000,000, which would be adjusted
annually by a COLA. In fact, as noted above, in Fiscal Years 2011-2012 and 2012-2013,
Clear Channel was required to pay the Airport percentage rent of $9,100,000 to $9,337,902

“ based on the percentage of gross revenues rental provision required under the existing lease
with Clear Channel.

e Based on a survey of 28 other U.S. airport advertising leases, the City’s existing advertising
leases, and other San Francisco Airport leases, all such agreements require that revenues be
paid based on a percentage of gross revenues or the MAG, whichever is higher. Therefore,
the proposed lease with Clear Channel would be unlike any of these other agreements both

“locally and nationwide. In addition, (a) 15 of the 28 surveyed airports contract with Clear
Channel, and (b) 19 of the 28 surveyed airports, or 68%, received advertising revenues in
2012 based on a percentage of gross advertising sales, whlch were therefore hlgher than the
MAG.

e Approval of this lease would preclude the Airport from beneﬁtting from increased
advertising sales made by Clear Channel and therefore preclude the Airport and the City’s
General Fund from participating in higher percentage rents in the future. As previously
noted, under the existing lease with Clear Channel because of the required percentage of
gross revenues rental provision, the City’s General Fund has realized an additional
$835,671. .

e Even if additional advertising locations are not added, Clear Channel will likely realize
significant additional gross advertising revenues over the 8-year term of the proposed lease.
Under the proposed lease, such additional advertising revenues would not be shared with the
Airport or the City’s General Fund, because the payment of a percentage of gross revenue
rent would not be required. :

e In the professional judgment of the Budget and Legislative Analyst, the el1rn1nat1on of the
requirement to pay percentage rent to the Airport, if such percentage rent exceeds the
Minimum Annual Guarantee is not in the best 1nterests of the City.

RECOMMENDATION

Disapprove the proposed resolution.

SAN FRANCISCO BOARD'OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Attachment T

AIRPORT ADVERTISING STANDARDS

The following is the Airport Advertising Standards Policy, apprdved by the Airport Commission on
June'6,"2000, Tenant must abide by the Airport Advertising Standards Policy, as amended from time to

time. : :

LEASE: Airport Advertising Lease

Three weeks prior to posting, all proposed and advertising graphic designs shall be submitted to the
Director or his designee for review and approval. T he designs must be submitted in sufficient detail

to determine the content and final general appearance of the advertisement.

Any advertisement that does riot comply with the standards as set forth by the Airport in #4, shall be
rejected, '

The subject matter of all advertising shallbe limifed to those advertissments which proposea
Corfiffiercial transaction. (“Commercial Transaction” does not include political or religious views.)

Advertisements may not be displayed which:
a  Advertise alcohol or tobacco products

b. Relate to an illegal activity

c. Depict violence or contain words or images that arouse anger, alarm or resentment in others -
d. Advertise services in d-irecf bompetition with the Airport’s business objectives |

e. Contain obscene matter as that term is defined in California Penal Code § 31 1(a) or cbntain

Statements or words of an obscene, indecent or immoral character, or any picture or
illustration of the human figure in such detail as to offend public morals or decency.

f. Are false, misleading or deceptive

g Relate to gambling

h.  Contain material that is offensive to the ordinary person.

Exhibit B — Page 5 |

TENANT: Clear Channel Outdoor, Inc. dba Clehr Channel Airports
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San Francisco International Airport

February 28, 2013
Mr. Harvey Rose :
Budget Analyst Office
1390 Market Street, Suite 1025
“San Francisco, CA 94102

Dear Mr. Rose:

Attachment TT P —

The Airport made the business and policy dcclswn to pursue a MAG-only rent str uclme under
the RFP forthe Advertising Lease in order to achieve the hxf,hcst pmsnble MAG. The 1ollow1ng

explaing why we took this.approach:

- - -San-Francisce is-a-high-value market-which-commands higher revenue for-nation---

wide contracts. However, advertisers allocate revenue. based on the enplanements
4t various airports. Ther efore, we are credited with less advertising sales than the
true value of having the advertising at SFQ. Large brands will buy a-multi-airport.
cainpaign in order to get advertising at SFO, notat-the smaller aifports,

s Because of SFO’s hlgh-valug market, we: beheve a MAG-only proposal fosters
gréater competition in the submniission of MAG amounts and in the number of
proposals. Previously, when the RFP for the current lease was conducted, which
included the greater of MAG or percentage, only one proposil was received with
4 MAG of $4 050,000 million, ‘This time, under the MAG-only- approach, we
received three proposals and the highest MAG offered was $10 million which is
$1.5 million more than the-other twé proposals and $3 million more than the
minimum bid amount. We received the highest possible revenue with MAG-only
rent instead of a MAG or percentage rent, Proposers will tend to submit.a lower

MAG whena percentage rent is included.

¢ The percentage rent structure incentivizes a tenant to seck additional new
locatiens. This is validated by the Airport’s experience in managing the current
lease. The Airport purposeﬁjlly reduced the number of advertising locations in
the RFP, and the winning praposer sought 179 lacations, further reducing visual

clutter and providing the best passenger expenence “We do not want to encourage

more locations.

o By offering a MAG-only lease that enconraged MAG amount competition, the
high MAG locks in an amount that the Adrpoit can cotint oti for the term of the

contraet, regardless of marketmg  trénds. Soeial Media and othier non-traditional

advertising platforms are moving advemamx, 1 dollars-away from standard wall
graphics. In addition, unstable economie coriditions: ofteiraffect advertising
dollars first. In-the event of an economic downturn, we preferto have a higher
MAG achiieved through a MAG-only RFP, rather than having a lcwcr MA(J
under the MAG or percentage rent structure RI‘P

AIRPQAT COMMITSION  CITY AND COUNTY OF SAN FRANCISCO

EOWIN 3, LEE LARRRY MAZZOLA LINDA & CHAYTON ELEANOR JOHNS _RIEHARD 1. GUGGENIIME PEYER A, STEAN
MAYOR PRESIDENT VICE PRESIDENRT

Post Office Box 8097 San Francisco, California 94128  Tel 650.821.;50%(:1 Fax 650.821.5005  www.llysfo.com

10HN L. MARTIN
MBPORT DIRECTON
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" Mr, Harvey Rose -
Februaty 28, 2013

Attachment II

Page 2 of 2

Page2 of 2

I’he potential for increasing the revenue generated by percentage rent, as was
réalized over the last five years, is not feasible given the reduction in locations.
Asnoted, the winfiing proposal reduces the numbet of locations to 179; a
teduetion from the current lease of 278 locations. Additional locations-will not be
added. After careful analysis with the Design Review Committée and Marketing,
Museum and Operations staff, we believe thes¢ locations provnde. the appmprlate
balance between reventie generating oppartunities while:still maintaining the
hlghest standards in prowdmg for a positive passenger experience.

MAG-only rent is not unique to SFO, Other-airports and their MAG-only rents
for their advertising leases are: Seattle ($5 million); Washington National ($3 75

~ million); Phoenix {82.7 million); and San Diego {$1.8 million). Tn comparison,

the MAG-only submission 6f'$10 million at SFO illustrates the high value of the
SFQ market and-why allocation of nation-wide advertlsm;, contracts based on
enplanements penah/es SFO.

MAG rent avoids the very difficult process of auditing nationwide advertising
campaigns due to the natute of these contracts. Besides the biased nature of the
allocation method; other complications such as duration of campaigns at each
airport make audltmg problematic,

Please let me know if I ¢an provide any additional information.

Sincerely, -

P
Leo Feérmin

Deputy Airport Director.
Business and Finance
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AIRPORT COMMISSION

CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO.____lZ.,__O_z_&].

AWARD OF THE AIRPORT ADVERTISING LEASE TO CLEAR CHANNEL OUTDOOR,
INC. DBA CLEAR CHANNEL AIRPORTS

WHEREAS, by Resolution No. 12-0008, adopted January 17, 2012, the Commission authorized
staff to commence the competitive selection process for the Airport Advertising
Lease (the “Lease™) through a Request for Proposals (“RFPs”); and

WHEREAS, by Resolution No. 12-0162, adopted July 17, 2012, the Commission authorized staff
- to accept proposals for the Lease; and - _ :

WHEREAS, on the RFP submittal deadline of September 5, 2012, staff received three 3)
proposals for the Lease; and

WHEREAS, a three-member panel evaluated and scored the qualifying proposals and determined
: Clear Channel Outdoor, Inc. dba Clear Channel Airports to be the highest ranking,
responsive and responsible proposer; now, therefore, be it

RESOLVED, that this Commission hereby awards the Airport Advertising Lease to Clear Channel
Outdoor, Inc. dba Clear Channel Airports under the conditions set forth in the staff
memorandum on file with the Commission Secretary, including, but not limited to a
term of eight (8) years, and a Base Rent of a Minimum Annual Guarantee of
$10,000,000.00 for the first year of the Lease; and be it further

RESOLVED, that the Commission Secretary is hereby directed to request approval of the Lease by
Resolution of the Board of Supervisors pursuant to Section 9.118 of the Charter of

the City and County of San Francisco.

I hereby certify that the foregoing resolution was adopted by the x/liréon‘ Commission

0CT 3020

(o furaniatts

/ Secretary :

at ifs meeting of




LEASE AGREEMENT
FOR THE
AIRPORT ADVERTISING PROGRAM

AT SAN FRANCISCO INTERNATIONAL AIRPORT

‘ by and between
CLEAR CHANNEL OUTDOOR INC., d/b/a CLEAR CHANNEL AIRPORTS

and

CITY AND COUNTY OF SAN FRANCISCO

ACTING BY AND THROUGH ITS AIRPORT COMMISSION,
and

CITY AND COUNTY OF SAN FRANCISCO
' as landlord

Edwin M. Lee
Mayor

AIRPORT COMMISSION
Hon. Larry Mazzola, President
Hon. Linda S. Crayton, Vice President
~ Hon. Eleanor Johns -

Hon. Richard J. Guggenhime
Hon. Peter A. Stern

October 30, 2012

Lease No. 12-0231
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LEASE AGREEMENT
FOR THE AIRPORT ADVERTISING PROGRAM
AT SAN FRANCISCO INTERNATIONAL AIRPORT

MAJOR LEASE TERM SUMMARY

For the convenience of Tenant and City (as such terms are defined below), this Major Lease Term
Summary (this “Summary”) summarizes certain terms of this Lease (as defined below). This Summary
is not intended to be a detailed or complete description of this Lease, and reference must be made to the
other Sections below for the particulars of this Lease. [n the event of any inconsistency between the
terms of this Summary and any other provision of this Lease, such other provision shall prevail.
Capitalized terms used elsewhere in thls Lease and not defined elsewhere shall have the meanings given
them in this Summary.

Effective Date: ' , 20

Tenant: Clear Channel Outdoor, Inc. d/b/a Clear Channel Airports
a Delaware corporation.

Tenant’s Notice 4635 Crackersport Road
Address: Allentown, PA 18104
Attn: Toby Sturek, President, Clear Channel Airports Division
Fax No. (610) 395-4450
Tel. No. (610) 395-8002

City: The City and‘County of San Francisco, a municipal corporation,
acting by and through its Airport Commission.

City’s Notice San Francisco International Airport
Address: International Terminal, North Shoulder Bldg., 5th Floor
Attn:  Airport Director '
P. O. Box 8097
San Francisco, CA 94128
Fax No. (650) 821-5005
Tel. No. (650) 821-5000.

City’s Rent  San Francisco [nternational Alrport
Payment Address: Atin: Accounting
: 575 N. McDonneli Road, 2™ Floor
P. O. Box 7743
San Francisco, CA 94120.

City’s Monthly SFOConcessReporti@tlysfo.com
Gross Receipt :
Report Address:

Summary, Page i

LEASE: Airpoft Advertising Lease :
TENANT: Clear Channel Outdoor, Inc. dba Clear Channel Airports



City’s Insurance/
Deposit Notice
Address:

Premises:

IR

Relevaht Boarding
Area:

(§4.14)

Term:

§2) .
‘Development Term is the period commencing on the delivery date of the first
_ Facility delivered by City to Tenant (the “Commencement Date”) and ending

Commencement

Date: -

(§2.1)

Rent Prior fo Full

. Rent
Commencement
Date:

§42)

San Francisco International Airport

Atin: Revenue Development and Management
575 N. McDonneli Road, Suite 3-329

P. O. Box 8097

San Francisco, CA 94128

Fax No. (650) 821-4519

Tel. No. (650) 821-4500.

Terminal Buildings including lobby, concourses and boardin% areas on the
departure level and arrivals level, certain areas in the parking connectors, Air
Train bridges and stations, and Rental Car Center, as shown on the attached
Exhibit A. !

Airport Advertising Equipment location shall mean the area wherein Tenant
shall install its Advertising Equipment as approved by the Airport.

Boarding Area(s)A+B+C+D+E+F+G
Development Term, plus the Operating Term, collectively.

at 11:59 p.m. on the day prior to the Rent Commencement Date for the last
Facility delivered to the Tenant by City (the “Full Rent Commencement
Date”). :

Operating Term is the period commencing on the Full Rent Commencement
Date, and ending at 11:59 p.m. on the day prior to the eighth (8th) anniversary
thereof (the “Expiration Date™). . :

The date on which the Airport Director gives notice to Tenant that the
Premises are ready for Tenant to take possession.

(actual date to be Tserted upon determination)

Tenant shall be charged the pro-rated MAG based on months in Development
Term. ’ ' |

(zctual amount 1o be inserted upon determination)
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Rent The earlier of: (a) the first day of the first calendar month following the date
Commencement ~on which the Initial Improvements (as defined below) are substantially
~ Date: complete and Tenant opens for business therein, and (b) the first day of the
(§ 4 first calendar month following the date that is one hundred eighty (180) days
after the Commencement Date: '

Actual Dates (to be inserted upon deterrination):

" Commencement Date:

Development Term: -

Full Rent
Commencement Date:

Operating Term: -

Expiration Date: ' 11:59 p.m.

Expiration Date:  11:59 p.m. on the day before the nmth (9th) anniversary of the Full Rent
(§2) Commencement Date.

(actual date to be ingerted upon determination)

Reference Year: The calendar year immediately prxor to the year in which this Lease is
(§4.14) awarded: 2011.

Permitted Use: Install, manage and operate, maintain and display commercial advertising
(§ 3) using various media types as generally found on airports and approved by the
Airport Director (the “Advertising Equipment”).

All Advertising Equipment must be approved by the Airport Director before

" being installed in each location. All advertising content must satisfy the
requirements of the Airport’s Advertising Standards Policy, which is described
in more detail on the attached Exhibit B, as the same may be amended from
time to time.

Base Rent: Ten Million Dollars (510,000,000.00)
( § 4) (Minimum Annual Guarantee)

Lease Year: The period commencing on the Full Rent Commencement Date and
(§4) terminating on the day before the first MAG Adjustment Date (as defined
below), and each subsequent 12-month period, commencing on each MAG
Adjustment Date and expmng on the day before the subsequent MAG
Adjustment Date, or expiring on the Expiration Date, as the case may be.
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Minimum Annual
Guarantee:

&4

MAG Adjustment
Date:
(§4.3)

| Rent:
&4

Deposit Amount:

(§13).

Advertising
Improvements and
Investments:

G711y

Resolution:

Initial Tenant
Representative:

(§3.11)

Other Agreements:

(§ 13.5)
Exhibits:

Ten Million Dollars ($10,000,000.00) (the “Initial MAG”), pér annum;
(Eight Hundred Thousand Eight Hundred Thirty Three Dollars and
33/100 Cents (3833,333.33 per month)), subject to adjustme.llfts upward as
described below and (b) suspension and reinstatement under certain
circumstances as described herein. : |

The first anniversary of the Rent Commencement Date or the first day of the
first calendar month following such anniversary if the Rent Commencement
Date does not fall on the first day of a calendar month, and each anniversary of
such adjustment date thereafter.

(to be inserted upon determination)

Base Rent, together with all other amounts owing by Tenant to City hereunder.
Equal to one-half (1/2) of the then current MAG (subject to adjustment).

Amount sufficient to conform to the Airport’s design standards and/or to the
base building design and materials. All tenant improvements are subject to
review and approval by the Design Review Committee. Tenant shall provide,
install and maintain the Advertising Equipment at its sole cost fand expense.

Number 12-0231, approved by the Airport Commission on October 30, 2012.

Meredith Haggerty
Tel. No. (415) 307-5329

A — Premises

B — Use and Operational Requirements
C-1 —Form of Performance Bond '
C-2 — Form of Letter of Credit

All such exhibits are incorporated into this Lease and made a part hereof.

Initial of Authorized Representative of City . &

Initial of Authorized Representative of Tenant

TF

RY
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LEASE AGREEMENT _
FOR THE AIRPORT ADVERTISING LEASE
AT SAN FRANCISCO INTERNATIONAL AIRPORT

THIS LEASE AGREEMENT (this “Lease”), dated as of the Effective Date, is entered into by
“and between Tenant, and the City and County of San Francisco, a municipal corporation (**City”), acting
by and through its Airport Commission (“Commission™). This Lease is made with reference to the
following facts:

A. City owns the San Francisco International Airport (the “Airport”) located in the County of -
San Mateo, State of California, which Airport is operated by and through the Airport Commission (the
“Commission”), the chief executive officer of which is the Airport Director (“Director”). The Airport’s
“Terminal Building Complex™ is currently comprised of Terminal 1, Terminal 2, Terminal 3, and an
International Terminal, together with connecting concourses, piers, boarding areas and extensions thereof,
and satellite buildings now or hereafter constructed. Tenant acknowledges that, from time to time, the
Airport undergoes certain construction and renovation projects. Unless otherwise specified, the term
“Airport” or “Terminal Building Complex™ as used herein shall mean the Airport or the Terminal
Building Complex, respectively, as the same may be expanded, contracted, improved, modified,
renovated, or changed in any way. Unless otherwise specified below, references to the “City” shall mean
the City, acting by and through its Airport Commission.

B. Tenant desires to provide and operate the service described in the Permitted Use at the
Airport, and City has determined that such service would be an accommodation and convenience for
airline passengers and the public using the Terminal Building Complex or the Airport.

C. Following a competitive process, pursuant to Section 2A.173 of the San Francisco
Administrative Code, the Commission has determined that Tenant is the highest or best responsible
bidder or proposer. -Pursuant to the Resolution, Commission has awarded this Lease to Tenant.

Accordingly, Tenant and City agree as follows:
1. PREMISES

1.1 Extent of Leasehold On the terms, conditions, and covenants in this Lease, City hereby
leases to Tenant and Tenant hereby leases from City, the Premises. In addition, Tenant shall possess the
non-exclusive right of ingress and egress to and from the Premises as may be necessary on areas
designated by Director, subject to Airport Rules and Regulations, as amended from time to time (as
amended, the “Airport Rules™), provided that Tenant’s exercise of such right shall not impede or
interfere unduly with the operation of the Airport by City, its tenants, customers, and other authorized
occupants, Tenant shall not place or install any racks, stands or other display of merchandise or trade
fixtures in any Airport property outside the Premises, without the express prior consent of Airport -
Director.

1.2 Relocation, Expansion, Contraction. City grants Tenant the right to use the Premises
identified on the attached Exhibit A, or portions thereof, from the date of delivery of each portion
of the Premises through the remainder of the Term of this Agreement to provide and operate the
service described in the Permitted Use. As of the Effective Date, the Premises identified in

-1-

LEASE: Airport Advertising Lease
TENANT: Clear Channel Outdoor, Inc. dba Clear Channel Airports



Exhibit A, is subject to a final correction in accordance with the Airport’s requirements after
completion of Tenant’s installation of initial advertising Improvements.

Airport Director, in his sole and absolute discretion, may require Tenant’s Advertising
Equipment to be added, climinated or relocated, and in such event, Tenant shall add, remove
and/or relocate Advertising Equipment at Tenant’s sole cost. Such addition, removal and/or
relocation is not intended to increase the Premises, rather the decision is based on the structural
and operational needs of the Airport in consideration of the value of advertising location and a
comparable replacement location. Such addition, elimination or relocation shall be performed by
Tenant within thirty (30) days after notice of such requirement (“Airport Notice”) has been
given to Tenant. Exceptions may be granted on a case by case basis to extend the installation
period from thirty (30) days after notice of such requirement given a reasonable lead time to
order Advertising Equipment. Locations for any advertising premises may be relocated at the
Airport Director’s discretion. ‘

" If a Premises change is more than ten percent (10%) of total advertising display square footage,
MAG will be adjusted pro rata in accordance with Section 4.3. : :

All such addition, elimination, or relocation can be accomplished by Airport Director without
formal amendment to this Lease. Initial number and total square feet of Advertising Equipment are
shown on Exhibit A. ' '

1.3 Remeasurement of Premises. At any time and from time to time, Director may cause

" City to conduct a space audit pursuant to which City remeasures the Premises using the Airport’s then-
current measurement speciﬁcations', and in such event, the Lease terms based on square footage shall be
deemed automatically adjusted to reflect such remeasurement. '

1.4 Changes to Airport. Tenant acknowledges and agrees that (a) City shall have the right at
all times to change, alter, expand, and contract the Airport, including the Terminal Building Complex;
(b) City has made no representations, warranties, or covenants to Tenant regarding the design,
construction, pedestrian traffic, enplanements, airline locations, or views of the Airport or the Premises.
Without limiting the generality of the foregoing, Tenant acknowledges and agrees that the Airport (i) is
currently undergoing, and may from time to time hereafter undergo, renovation, construction, and other
Airport modifications; and (ii) may from time to time adopt rules and regulations relating to security and
other operational concerns that may affect Tenant’s business. Although City will use reasonable efforts to
minimize the effect of such changes on Tenant’s business, Tenant acknowledges that such activity may
have some effect on its operations located at the Airport. Such construction and renovation programs
might involve barricading, materials storage, noise, the presence of workers and equipment, ‘
rearrangement, utility interruptions, and other inconveniences normally associated with construction and
renovation. Although City will use reasonable efforts to minimize the effect of such changes on Tenant’s
business, Tenant acknowledges that such activity may have some effect on its operations located at the
Airport, and Tenant shall not be entitled to any rent credit or other compensation therefor. At any time
and from time to time, City may, without the consent of Tenant, and without affecting Tenant’s
obligations under this Lease, at City’s sole discretion, (a) change the shape, size, location, number and
extent of the improvements in any portion of the Airport, including without limitation the concourses,
piers, boarding areas, concession areas and security areas located within the Terminal Building, (b) build
additional stories above or below the Airport buildings, including of the Terminal Building, (c) eliminate
or relocate public entrances to the Premises so long as there is at all times one public entrance to the
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‘Premises, (d) construct mul’u—level elevated or subterranean parkmg facilities, and (e) expand or contract
the Airport, including redefining the Airport boundaries so as to include additional lands within the
Airport or exclude lands from the Airport or both. Without limiting waivers set forth elsewhere in this
Lease, Tenant hereby waives all claims against City and releases City from all Losses (as defined below)
that Tenant suffers or incurs arising out of or in connection with any changes to the Airport or any portion
of the Airport and Tenant further agrees that Tenant will not be entitled to any rent abatement or any other
rent relief in connection with any changes to the Airport or any portion of the Airport. Specifically, the
Airport is undergoing a renovation of Boarding Area “E” which tentatively will reopen in the fall of 2013.
The Airport is also planning on reconfiguring the security checkpoint in Terminal 3. The Alrport will
undergo a major renovation of Terminal 1 which is scheduled for 2014 through 2017.

1.5 Common Areas. The term “common areas” means all areas and facilities located within
the Airport that are designated by City from time to time for the general use and convenience of the
tenants of the Airport and other occupants of the airport, and airline passengers and other visitors to the
Airport such as concourses, sidewalks, elevators, escalators, moving walkways, parking areas and
facilities, restrooms, pedestrian entrances, driveways, loading zones and roadways. City may, in its sole
discretion, and without any liability to Tenant (a) change the common areas, (b) increases or decreases the
common areas (including the conversion of common areas to leaseable areas and the conversion of
leasable areas to common areas), and (c) impose parking charges. City will, in its sole discretion;
maintain the common areas, establish and enforce Airport Rules concerning the common areas, close

" temporarily portions of the common areas for maintenance purposes, and make changes to the common
areas including changes.in the location of security check points, driveways, entrances, exits, parking
spaces, parking areas, and the direction of the flow of traffic. City reserves the right to make additional
Airport Rules affecting the Airport throughout the Term, including the requirement that Tenant participate
in a parking validation program.

2, TERM

2.1 Commencement and Expiration. The Term shall commence on the Full Rent
Commencement Date and expire on the Expiration Date, unless terminated prior thereto as provided
herein. If for any reason (including, without limitation, the existing tenant’s failure to vacate timely the
Premises) City cannot deliver possession of the Premises to Tenant on the Commencement Date, this

'Lease shall remain in effect, City shall not be subject to any liability, and such failure shall not extend the
Term hereof. In such event, and provided such delay is not caused by the act or omission of Tenant, or
Tenant’s principal, affiliate, contractor, employee, agent, licensee or invitee (a “Tenant Entity™), the
Rent Commencement Date shall be extended day for day to reflect such delay. If for any reason City is
unable to deliver possession of the Premises to Tenant on the date that is one hundred eighty (180) days
after the Commencement Date, each of City and Tenant shall have the right to terminate this Lease by
notice to the other. After the Rent Commencement Date has occurred, upon Director’s request, Tenant
will execute a written acknowledgment of the Commencement Date and the Rent Commencement Date.
In the event Tenant fails to execute and return promptly such acknowledgment to City, the dates
described therein shall be deemed conclusive..

2.2 Phased Delivery and Required Opening. Tenant must deliver a detailed phasing
installation plan to the City for approval not less than 45 days prior to Commencement Date. As to each
Advertising Equipment location, on the Delivery Date, Tenant shall (i) take possession of such
Advertising Equipment location, (ii) ensure that all locations have advertising or filler copy installed, (iii)
cause the initial improvements necessary and appropriate to commence operations in the Advertising
Equipment location (the “Initial Improvements”) to be substantially completed at Tenant’s sole cost.
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Tenant must ensure that all Advertising Equipment must be installed and operational no later than one
hundred twenty (120) days from the Commencement Date. As used herein, the term “Tenant’s Work”
shall mean all improvements, alterations, fixture, equipment, and installation, or appropriate for the
conduct of the Permitted Use.

23 Late Opening Charge. In the event Tenant fails to install and have commercial
advertising displays on all of the initial Advertising Equipment locations on or the agreed-upon Full Rent
Commencement Date, City will incur substantial damages, the exact amount of which are extremely
difficult to fix. Accordingly, for each day after the Full Rent Commencement Date until the day on which
Tenant installs the complete initial Advertising Equipment for business, Tenant shall pay to City Five
Hundred Dollars ($500.00) (in addition to Rent as provided below), as liquidated damages. The parties
have agreed that this amount represents a reasonable approximation of the damages likely to be suffered
by City in the event Tenant shall fail to install all Advertising Equipment on or before the Rent
Commencement Date. In the event the Advertising Equipment are not installed, on the date that is sixty
(60) days after the Rent Commencement Date, City shall have the option to terminate this Lease, or to
remove the applicable Advertising Equipment location from the Lease, exercisable by notice to Tenant.
In the event the applicable Advertising Equipment location is removed from the Lease, any Rent
components based on square footage shall be reduced accordingly. Tenant shall be liable for all damages

-associated with such termination or removal, including City’s releasing costs. ’

2.4 Delivery Delay by City. If for any reason City cannot deliver possession of an
Advertising Equipment location to Tenant on the Commencement Date, this Lease shall remain in effect,
City shall not be subject to any liability, and such failure shall not extend the Term hereof. In such event,
and provided such delay is not caused by the act or omission of Tenant, or Tenant’s principal, affiliate,
contractor, employee, agent, licensee or invitee (a “Tenant Entity™), the Rent Commencement Date
applicable to such Advertising Equipment location shall be extended day for day to reflect such delay. If
for any reason City is unable to deliver possession of the Premises to Tenant on the date that is one (1)
year after the Commencement Date, each of City and Tenant shall have the right to terminate this Lease
by notice to the other.

2.5 [Intentionally Deleted - City’s Right to Extend Term.]

2.6 Holding Over. If, without objection by City, Tenant holds possession of the Premises
after the Expiration Date, Tenant shall become a tenant from month to month, upon the terms of this
Lease except that, the MAG shall remain applicable and shall be based on the then-current MAG. No
such holdover shall be deemed to operate as a renewal or extension of the Term. Such month-to-month
tenancy may be terminated by City or Tenant by giving thirty (30) days’ notice of termination to the other
at any time. Tenant shall have no rights to renew or extend the Term of this Lease.

3. USE AND OPERATION

3.1 Permitted Use. Tenant shall use the Premises for the Permitted Use and for no other
purpose. Tenant shall, at all times, operate the Premises in strict conformance with the Permitted Use
attached as Exhibit B herein. In the event Tenant desires to use the Premises for any purpose other than
the Permitted Use (including selling an item or service outside the scope of the Permitted Use). Tenant
must submit a request to Director. Director may, in his/her sole and absolute discretion approve or deny -
such request. Any such decision shall be binding on Tenant.

e
LEASE: Airport Advertising Lease -
TENANT: Clear Channel Outdoor, Inc. dba Clear Channel Airports



32 No Exclusxvxg( Tenant acknowledges and agrees that Tenant has no exclusive rights to
conduct the business of the Permltted Use and that City may arrange with others for similar activities at
the Airport.

33 Operation of Business. Subject to the terms of this Lease, Tenant will operate Tenant’s
business in the Premises so as to maximize Gross Receipts (as defined below) and in accordance with the
requirements set forth on Exhibit B. Without limiting the generality of the foregoing, Tenant shall
(a) conduct the business in a first-class, businesslike, safe, efficient, courteous and accommodating
manner; and (b) employ sufficient and experienced staff. In the event Director shall give notice to Tenant
that any of the foregoing covenants (a) - (b) are not being satisfied, Tenant shall immediately discontinue
or remedy the objectionable practice. Tenant shall take all reasonable measures in every proper manner
to maintain, develop, and increase the business conducted by it. Tenant will not divert or cause to be
diverted any business from the Airport.

34 [Intentlonally Deleted Sugport Space ]

3.5 Hours of Operatlon Tenant shall ensure that its advertlsmg dlsplays are operatlonal
twenty-four (24) hours a day, seven (7) days a week.

3.6 [Intentlonally Deleted — Prices].

37 References to Airport. Tenant shall not, without the prior written consent of Director,
reference City or the Airport for any purpose other than the address of the business to be conducted by
Tenant in the Premises, nor will Tenant do or permit anything in connection with Tenant’s business or
advertising which in the judgment of City may reflect unfavorably on City or the Airport, or confuse or
mislead the public as to the relationship between City and Tenant. '

38 Other Operational Requirements;

(a) Installation of Advertising. Tenant shall 1nsta11 new Advertising Equlpment within
sixty (60) days after approval thereof by the Airport Director.

(b) Inspection and Cleaning. Tenant shall visually inspect and clean each Advertising
Equipment daily in order to maintain a polished and professional appearance. Tenant shall also ensure
that the Advertising Equipment that are lit are suitably illuminated at all times.

(c) Repair of Advertising Equipment. Tenant shall repair or replace damaged
Advertising Equipment within twenty-four (24) hours followmg notice thereof by Airporton a weekday
or the next Monday following any weekend.

(d) Removal of Advertising Content. Tenant shall remove any expired, or non-revenue
producing advertisements within seventy-two (72) hours beyond expiration or termination of revenue, and
replace with Airport-approved filler copy within seventy-two (72) hours of the expiration of the
advertiser’s contract. Tenant shall make best efforts to replace creative with revenue-generating
advertisement.

(e) Occupancy Rates. Tenanf shall use reasonable commercial efforts to have at least
seventy-five percent (75%) of all Advertising Equipment in all locations occupied. Within ten (10)
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business days after the Effective Date, Tenant shall provide fo the Director a written plan for achieving
this goal.

() Maximization of Revenue. Tenant shall use reasonable commercial efforts to

maintain an average minimum monthly advertising rate equal to or exceeding $2,500 per month per
advertising using advertising other than Lodging, Transportation and Attractions Boards.

(g) Technology. Within ten (10) business days after the Effective Date, Tenant shall
provide to the Director a written description of the technology it intends to use with respect to the
Advertising Equipment.

~ (h) Tenant must dispose of all trash and debris in areas and in containers designated by
Director. If City provides common trash areas, Tenant may request a permit to use the same for a charge
determined by Director from time to time. Tenant may not place or leave or permit to be placed or left in
or upon any part of the common areas or corridors adjacent to the Premises any garbage, debris or refuse. -

(i) Tenant acknowledges that the operational requirements of the Airport as an airport
facility, including without limitation security requirements, are of paramount importance. Tenant
acknowledges and agrees that it must conduct its business in a manner that does not conflict with the
operational requirements of the Airport as an airport facility and that fully accommodates those
requirements. Without limiting other waivers herein, Tenant waives all claims for any Losses arising out
of or connected to the operation of the Airport as an airport facility. Without limitation on the foregoing,
Tenant must: :

(i) comply with the Airport Rules;

(ii) cause all deliveries and dispatches of supplies, fixtures, equipment and
furniture to be made and conveyed to or from the Premises by means and
during hours established by Director in Director’s sole discretion. City
has no responsibility regarding the delivery or dispatch of Tenant’s

" merchandise, supplies, fixtures, equipment and furniture.. Tenant may
not at any time park its trucks or other delivery vehicles in common
areas; and

(iiiy  not park within the parking areas of the Airport except in those areas, if
' any, designated by City pursuant to permits obtained from the Airport’s
Permit Bureau. Nothing herein shall imply that Tenant shall be able to
secure any on-Airport parking privileges. '

39 Prohibited Activities. Without limiting any other provision herein, Tenant shall not,
without the prior written consent of Director: (a) use or permit the use of the Premises for the conduct of
an outlet store or a second-hand store; (b) advertise any distress, fire, bankruptey, liquidation, relocation,
closing, or going-out-of-business sales; (c) use or permit the use on the Premises of any pinball machines,
videogames, or other devices or equipment for amusement ot recreation, or any vending machines,
newspaper racks, pay telephones, or other coin, token, or credit card-operated devices; (d) cause or permit
anything to be done in or about the Premises, or bring or keep anything thereon, which might (i) increase
in any way the rate of fire insurance on the Terminal Building Complex or any of its contents; (ii) create a
nuisance; (iii) in any way obstruct or interfere with the rights of others in the Terminal Building Complex
or injure or annoy them; (e) commit or suffer to be committed any waste upon the Premises; (f) use or
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allow the Premises to be used for any improper, immoral, unlawful or objectionable purpose; (g) place
any loads upon the floor, walls or ceiling which endanger the structure or obstruct the sidewalk,
passageways, stairways or escalators, in front of, within, or adjacent to the Terminal Building Complex;
(h) use any advertising or promotional medium that may be seen, heard, or otherwise experienced outside
the Premises (such as searchlights, barkers or loudspeakers); (i) distribute handbills or circulars to Airport
patrons or to cars in the parking lots, or engage in any other advertising in the Airport; (j) engage in any
activity on the Airport outside the Premises for the recruitment or solicitation of business; or (k) do or
permnit to be done anything in any way tending to injure the reputation of City or T appearance of the
Airport.

3.10  Audit of Operatigns. At any time and from time to time; City may cornduct an audit of
Tenant’s operations at the Airport (in addition to City’s right to audit pursuant to Section 4.7 [Books and
" Records; Audit Rights] hereof) to confirm that such operations comply with the requirements set forth
herein. Tenant shall cooperate with such audit. In the event such audit shows that Tenant is not
complying with such requirements, without limiting City’s ability to call a default hereunder, City may
require that Tenant reimburse City for the costs of such audit. Tenant shall promptly remedy any
noncompliance shown in any such audit.

3.11  Representative of Tenant. Tenant shall at all reasonable times retain in the Terminal
Building Complex at least one qualified representative authorized to represent and act for it in matters
pertaining to its operation, and shall keep Director informed in writing of the ldentlty of each such person.
The mmal person so designated is the Initial Tenant Representative,

3.12  Investigation Reports. Tenant shall, if required by Director, employ, at its own cost and
expense, an investigative organization approved by Director for the purpose of making investigations and
observations and preparing a written report of the carrying out of any pricing policies, revenue control,
and operational techniques being used on the Premises. Tenant shall cause such investigation and
observation to be made at such reasonable times and in the manner directed by Director, and the
investigator shall deliver forthwith to Director a true and complete written copy of any such reports made
to Tenant.

3.13  Compliance with Laws. Tenant shall promptly, at its sole expense, cause the Premises
(including any permitted Alterations (as defined below)), and Tenant’s and any Tenant Entity’s use of the
Premises and operations therein, to comply at all times with all Laws (as defined below). Notwithstanding
the foregoing, this Section 3.13 shall not impose on Tenant any liability to make any structural alterations
to the Terminal’s roof, foundation, bearing and exterior walls and subflooring; or heating, ventilating, air
conditioning, plumbing, electrical, fire protection, life safety, security and other mechanical, electrical and
communications systems of the Terminal (collectively “Building Systems”), except to the extent the
same is (i) installed by Tenant or Tenant Entity, or (ii) necessitated by Tenant’s Alterations or by any act
or omission of Tenant or any Tenant Entity. As used herein, the term “Laws” shall mean all present and
future laws, ordinances, rules, judgments, decrees, injunctions, regulations, permits, authorizations, orders
and requirements, to the extent applicable to Tenant or the Premises or any portion of any of them
whether or not in the contemplation of the parties, including, without limitation, all consents or approvals
required to be obtained from, and all rules and regulations of, and all building and zoning laws of, all
tederal, state, county and municipal governments, the departments, bureaus, agencies or commissions
thereof, authorities, board of officers, any national or local board of fire underwriters, or any other body
or bodies exercising similar functions, having or acquiring jurisdiction of the Site or any portion thereof,
including the Occupational Safety and Health Act and all other applicable laws relating to workplace
safety or toxic materials, substances or wastes, Title XV (commencing with Section 3082) of the
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California Civil Code relating to works of improvement and all other applicable laws relating to
construction projects, the provisions of the American with Disabilities Act, 42 U.S.C. Section 12101 et.
seq. and any governmental regulations with respect thereto (the “ADA”) (including, without limitation,
the requirements under the ADA for the purposes of “public accommodations”, as that term is used in the
ADA), Title 24 of the California Administrative Code, all Environmental Laws, the Airport Rules, the
Tenant Improvement Guide (including any design criteria) as the same may be amended from time to
time (the “T1 Guide™), and the requirements referenced in Section 19 [City and Other Governmental
Provisions] hereof. '

4, RENT

4.1 Definitions. For purposes of this Lease, the following capitalized terms shall have the
following meanings: S

(a) “Gross Receipts” means the gross amount received by Tenant from the advertiser or
media buyer without deduction of any overhead expense incurred by Tenant; provided, however, that
gross receipts shall be reduced by (i) any state or local tax imposed upon gross receipts or gross revenue
(as opposed to net profits), including, without limitation, sales or gross receipts tax, (if) commissions paid
to advertising agencies or other media buyers on behalf of advertisers, and (iii) telephone charges paid by
Tenant on Lodging, Transportation and Attractions Boards.

(b) “Consumer Price Index” means that index published by the United States
Department of Labor, Bureau of Labor Statistics known as “All Urban Consumers-Not Seasonally
Adjusted- San Francisco/Oakland/San Jose, CA.” In the event such index is discontinued, then
“Consumer Price Index” shall mean an index chosen by Director which is, in Director’s reasonable
judgment, comparable to the index specified above.

(c) “MAG Adjustment Date” has the meaning given it in the Summary.

(d) “Base Index” means the most recent Consumer Price Index published immediately
prior to the Commencement Date. '

(e) “Comparison Index” means the most recent Consumer Price Index available at the
time of MAG Adjustment review. :

(f) “First Month” means the month in which the Full Rent Commencement date occurs.
(2) “Lease Year” has the meaning given it in the Summary.

4.2 Monthly Rent Payments. Tenant shall pay, as rent for the Premises, monthly Base Rent
in advance, on or before the first (1st) day of each calendar month of the Term, as set forth below:

(a) On or before the Rent Commencement Date and the first (1st) day of each calendar
month thereafter, Tenant shall pay the current monthly Minimum Annual Guarantee to the City’s Rent
Payment Address.

(b) During the Development Term (as defined in the Summary), for purposes of
determining Base Rent, the MAG shall be prorated based on months in Development Term. From and
after the Full Rent Commencement Date, the MAG shall no longer be prorated.
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{c) All payments hereunder shall be paid to City’s Rent Payment Address, or at such
other place as City may from time to time designate in writing.

(d) All Rent shall be paid in lawful money of the United States, free from all claims,
demands, setoffs, or counterclaims of any kind.

(e) Any Rent not paid when due shall be subject to a service charge equal to the lesser of
the rate of one and one-half percent (1/2%) per month, and the maximum rate permitted by law.
Acceptance of any service charge shall not constitute a-waiver of Tenant’s default on the overdue amount
or prevent City from exerc1smg any of the other rights and remedies available to City.

4.3 Adjustments to Minimum Annual Guarantee. On each MAG Adjustment Date, the
Minimum Annual Guarantee will be adjusted if the Comparison Index exceeds the Base Index. The
Minimum Annual Guarantee with respect to the Upcoming Lease Year shall then be mcreased to equal
the following amount:

Initidl MAG X Comparison Index
' Base Index

Notwithstanding anything to the contrary herein, in no event will the Minimum Annual Guarantee
forany Lease Year of the Term be lower than the Minimum Annual Guarantee with respect to the prior
Lease Year except if, in any Lease Year, the annual review of the total square feet of Advertising
Equipment location result in a minimum of ten percent (10%) expansion or contraction, the MAG shall be
adjusted as follows:

Initial MAG X Comparison Index X New Lease Year Square Feet
Base Index Prior Lease Year Square Feet

The first MAG adjustment Date shall occur on the anniversary of the Rent Commencement Date.
For example: If the Rent Commencement Date occurs on July 1, 2014, the first MAG Adjustment Date
shall occur on July 1, 2015 and every July 1 thereafter until expu‘atlon of the Lease term.

4.4 [Intentionally Deleted - Construction Period Operations.]

4.5 [Intentionally Deleted - Rent During Construction.]

4.6 [ [ntentionally Deleted - Sales Reports.]

4.7 Annual Certification of Sales and Adjustment. Within ninety (90) days after the end of
each Lease Year, Tenant shall submit to Director an unqualified year-end financial report certified by an
officer of the Tenant showing Gross Revenues achieved with respect to the prior Lease Year. In addition,
Tenant shall submit to City such other financial or other reports as Director may reasonably require.

48 [Intentionally Deleted - Cash Register Requirements.]

49  [Intentionally Deleted - Books and Records; Audit Rights.]

4.10  Other Reports and Submissions. Tenant shall furnish City with such other financial or
statistical reports as Director or his/her representative from time to time may reasonably require. Upon
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‘request by Director, Tenant shall furnish to City copies of its quarterly California sales and use tax returns
covering the Premises operations as well as that pertinent portion of both the California and Federal
income tax returns and possessory interest tax returns on the Premises operations at the time of filing, and
any amendments thereto. All copies of such returns must be certified as exact copies of the origiial
documents by a Certified Public Accountant. Tenant and all subtenants (to the extent permitted) shall
also promptly notify Director of and furnish to City copies of any audit reports covering this facillty
conducted by the California Franchise Tax Board or the Board of Equalization. .

411  Additional Rent. Tenarit shall pay to City any and all charges and other amounts under
this Lease as additional rent, at the same place where Base Rent is payable. .City shall have the same
remedies for a default in the payment of any such additional charges as for a default in the payment of

Base Rent. ‘ | 1

412  Prepay Rent. Notwithstanding anything to the contrary herein, in the event Tenaht shall
fail to pay any Rent when due hereunder, Director shall have the right to require Tenant to pay estimated
monthly Rent (including Base Rent, utility charges, and all other amounts) one (1) month in advance of
when such payment would otherwise be due. Such prepayment would be based on the highest monthly

Rent previously due from Tenant. Such right shall be exercised by a notice from: Director to Tenant,

which notice may be given any time after such default by Tenant, regardless of whether the same is cured
by Tenant. ' '

413  Nature of Lease. Under no circumstances will City be expected or required to make any
payment of any kind with respect to Tenant’s use or occupancy of the Premises, except as may bg
otherwise expressly set forth herein. Except as may be specifically and expressly provided otherwise in
this Lease, no occurrence or situation arising during the Term, nor-any present or future Law, whether
foreseen or unforeseen, shall relieve Tenant from its liability to pay all of the sums required by this Lease,
or relieve Tenant from any of its other obligations under this Lease, ot give Tenant the right to terminate
this Lease in whole or in part. Tenant waives any rights now or hereafter conferred upon it by any
existing or future Law to terminate this Lease or to receive any abatement, diminution, reduction, or

“suspension of payment of such sums, on account of such occurrence or situation. Except as otherwise
expressly provided herein, this Lease shall continue in full force and effect, and the obligations of Tenant
hereunder shall not be released, discharged or otherwise affected, by reason of: (a) any damage to or
destruction of the Premises or any portion thereof or any improvements thereon, or any taking thereof in
eminent domain; (b) any restriction or prevention of or interference with any use of the Premises or the
improvements or any part thereof; (c) any bankruptcy, insolvency, reorganization, composition,
adjustment, dissolution, liquidation or other proceeding relating to City, Tenant or any constituent partner
of Tenant or any sublessee, licensee or concessionaire or any action taken with respect to this Lease by a
trustee or receiver, or by any court, in any proceeding; (d) any claim that Tenant or any other person has
or might have against City; (e) any failure on the part of City to perform or comply with any of the terms
hereof or of any other agreement with Tenant or any other person; () any failure on the part of any '

" sublessee, licensee, concessionaire, ot other person to perform or comply with-any of the terms of any

sublease or other agreement between Tenant and any such person; (g) any termination of any sublease,
license or concession, whether voluntary or by operation of law; or (h) any other occurrence whatsoever,
whether similar or dissimilar to the foregoing in each case whether or not Tenant shall have notice or
knowledge of any of the foregoing. The obligations of Tenant hereunder shall be separate and
independent covenants and agreements. Tenant hereby waives to the full extent permitted by applicable
law, all rights now or heteafter conferred by statute, including without limitation the provisions of Civil

Code Sections 1932 and 1933, to quit, terminate or surrender this Lease or the Premises or any part

thereof, or to any abatement, suspension, deferment, diminution or reduction of any tent hereunder.
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4,14  [Intentionally Deleted - Severe Decline in Enplanements. ]
5. ASSIGNMENT OR SUBLETTING

5.1 No Assignment. Tenant shall not assign, sublet, encumber, or otherwise transfer,
whether voluntary or involuntary or by operation of law, the Premises or any part thereof, or any interest
herein, without City’s prior written consent, which consent may be granted or denied in City’s sole and
absolute discretion (the term “Transfer” shall mean any such assignment, subletting, encumbrance, or
transfer). City’s consent to one Transfer shall not be deemed a consent to subsequent Transfers. Any
Transfer made without City’s consent shall constitute a default hereunder and shall be voidable at City’s
election. Notwithstanding or limiting the foregoing, the City will allow a Tenant, including an individual
or entity with any level of ownership in an Airport tenancy, to hold a maximum of eight (8) retail or food
and beverage, or a combination therein, leases at the Airport at any given time. This policy does not
included subleases. Any transfer made without the City's consent shall' constitute a default hereunder and
shall be voidable at the City's election.

52 Changes in Tenant. The merger of Tenant with any other entity or the transfer of any
controlling ownership interest in Tenant, or the assignment or transfer of a substantial portion of the
assets of Tenant, whether or not located on the Premises, shall constitute a Transfer. Without limiting the
generality of the foregoing, if Tenant is a partnership, a withdrawal or change, voluntary, involuntary or
by operation of law of the partner or partners owning twenty-five percent (25%) ‘or more of the
partnership, or the dissolution of the partnership, or the sale or transfer of at least twenty-five percent
(25%) of the value of the assets of Tenant, shall be deemed a Transfer. If Tenant is.a corporation or
limited liability company, any dissolution, merger, consolidation or other reorganization of Tenant, or the
sale or other transfer of a controlling percentage of the capital stock or membership interests of Tenant, or
the sale or transfer of at least twenty-five percent (25%) of the value of the assets of Tenant, shall be
deemed a Transfer. The phrase “controlling percentage” means the ownership of, and the right to vote,
stock or interests possessing at least twenty-five percent (25%) of the total combined voting power of all
classes of Tenant’s capital stock or interests issued, outstanding and entitled to vote for the election of
directors. Without limiting the restrictions on asset transfers, this paragraph shall not apply to stock or
limited liability company interest transfers of corporations or limited liability companies the stock or
interests of which is traded through an exchange or over the counter.

5.3 No Release. - In no event w1ll City’s consent to a Transfer be deemed to be a release of
Tenant as primary obligor hereunder. ‘

5.4  Subleasing. Without limiting City’s discretion in approving or disapproving a proposed
Transfer, if and to the extent City permits Tenant to sublease the Premises, the following shall apply:
(a) Prior to negotiating a sublease agreement, Tenant must submit to City a sublease proposal for City’s
approval, which approval may be granted or withheld in City’s absolute and sole discretion; (b) Every
sublease must be on a Standard Sublease Agreement form approved by Director, and the actual sublease
must be approved by Director; (c) Each and every covenant, condition or obligation imposed upon Tenant
by this Lease and each and every right, remedy or benefit afforded City by this Lease will not be impaired
or diminished as a result of any sublease agreement; (d) No subtenant shall be obligated to pay to Tenant,
and Tenant shall not be permitted to charge any rent, percentage rent, bonus rent, key money,
administration fee, or the like, which exceeds, in the aggregate, the total sums that Tenant pays to City
under this Lease for the portion of the Premises subleased by the subtenant under its sublease agreement
(the “Excess Rent”). If, notwithstanding the foregoing prohibition, Tenant receives any Excess Rent,
Tenant shall pay the same to City; (e) Tenant assigns to City all rent and other payments due from all
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subtenants under any sublease agreements; provided however, Tenant is hereby granted a license to
collect rents and other payments due from subtenants under their sublease agreements until the occurrence
of an Event of Default, regardless of whether a notice of that default has been given by City. Atany time,
at Director’s option, City may notify a subtenant of this assignment and upon such notice the subtenant
will pay its rent other payments directly to City. City will credit Tenant with any rent received by City
under such assignment, but the acceptance of any payment on account of rent from any subtenants as a
result of an Event of Default will in no manner whatsoever serve to release Tenant from any liability
under this Lease. No payment of rent or any other payment by a subtenant directly to City or other
acceptance of such payments by City, regardless of the circumstances or reasons therefor, will in any
manner whatsoever be deemed an attornment by the subtenants to City in the absence of either a specific '
written agreement signed by City to such an effect. ‘

5.5 Excess Rent. City shall receive fifty percent (50%) of all Excess Rent payable in
connection with any Transfer. “Excess Rent” means the excess of (a) all consideration received by
Tenant from a Transfer over (b) Rent payable under this Lease after deducting reasonable tenant
improvements paid for by Tenant, reasonable attorneys’ fees and any other reasonable out-of-pocket costs
paid by Tenant as a result of the Transfer (but specifically excluding any Rent paid to Landlord while the
Premises is vacant). : ' »

5.6 Acceptance of Rent. The acceptance of rent by City from any person or entity does not
constitute a waiver by City of any provision of this Lease or a consent to any Transfer. City’s consent to
one Transfer will not be deemed to be a consent to any subsequent Transfer. If Tenant defaults in the
performance of any of the terms of this Lease, City may proceed directly against the transferor (or if there
has been more than one Transfer, then each transferor) without necessity of exhausting remedies against
Tenant. City may consent to subsequent Transfers or amendments or modifications to this Lease with

transferees, without notifying transferor (or if there has been more than one Transfer, then each
* transferor) and without obtaining its or their consent thereto and such action shall not relieve any
transferor of liability under this Lease as amended. '

57  Waiver. Tenant waives the provisions of Civil Code Section 1995.310 with respect to
remedies available to Tenant should City fail to consent to a Transfer.

6. TAXES, ASSESSMENTS AND LIENS

6.1 Taxes.

(a) Tenant recognizes and understands that this Lease may create a possessory interest
subject to property taxation and that Tenant may be subject to the payment of property taxes levied on
such interest. Tenant further recognizes and understands that any Transfer permitted under this Lease and
any exercise of any option to renew or other extension of this Lease may constitute a change in ownership
for purposes of property taxation and therefore may result ina revaluation of any possessory interest
created hereunder. Tenant shall pay all taxes of any kind, including possessory interest taxes, that may be
lawfully assessed on the leasehold interest hereby created and to pay all other taxes, excises, licenses,
permit charges and assessments based on Tenant’s usage of the Premises, all of which shall be paid when
the same become due and payable and before delinquency.

(b) Tenant shall report any Transfer, or any renewal or extension hereof, to the County of
San Mateo Assessor within sixty (60) days after such Transfer transaction, or renewal or extension.
Tenant further agrees to provide such other information as may be requested by the City to enable the
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City to comply with any reporting requirements under applicable law with respect to possessory interests
and any applicable rules and regulations of the Internal Revenue Service and the Securities and Exchange
Commission in connection with any tax-exempt Airport revenue bonds financing the property leased to
Tenant hereunder. Tenant agrees to make an irrevocable election not to claim depreciation or an
investment credit with respect to any property leased hereunder.

6.2 Other Liens. Tenant shall not permit or suffer any liens to be imposed upon the
limitation, mechanics’, materialmen’s and tax liens, as a result of its activities without promptly
discharging the same. Notwithstanding the foregoing, Tenant may in good faith contest any such lien if
Tenant provides a bond in an amount and form acceptable to City in order to clear the record of any such
liens. Tenant shall assume the defense of and indemnify and hold harmless City against any and all liens
and charges of any and every nature and kind which may at any time be established against said premises
and improvements, or any part thereof, as a consequence of any act or omission of Tenant or as a
consequence of the existence of Tenant’s interest under this Lease.

7. INVESTMENTS; ALTERATIONS

7.1 Minimum Investment. Prior to the Rent Commencement Date, Tenant shall refurbish,
redecorate and modernize the interiors and exteriors of the Premises, and otherwise complete the Initial
Improvements, at a minimum cost of the Minimum Investment Amount. Within ninety (90) days after
substantial completion of Tenant’s Work, Tenant must provide to City an electronic AUTQCAD file and
a hard copy set of as-built drawings and an affidavit, signed under penalty of perjury by both the Tenant

~and the Tenant’s general contractor, architect or construction manager, stating the hard construction costs
paid by Tenant to complete Tenant’s Work, together with copies of paid invoices and lien waivers
substantiating the costs stated in the affidavit. Such “hard construction costs,” which must equal or
exceed the Minimum Investment Amount, may include architectural and engineering fees, provided the
credit for such costs against the Minimum Investment Amount shall not exceed fifteen percent (15%) of
the Minimum Investment Amount. The minimum investment may not include financial costs, interest,

- inventory, pre-opening expenses, inter-company charges related to construction, business interruption,
overhead, or debt service on any construction loan, or any charges paid by Tenant to an affiliate. If City
determines that the said actual investment cost is less than the Minimum Investment Amount, the _
deficiency will be paid to City within sixty (60) days from the date City provides Tenant with written .
notice of said deficiency. If Director disputes the amount of investment claimed by Tenant, Director may,
at City’s expense, hire an independent appraiser to determine the cost of the investment. If the
independent appraiser determines that the investment is less than the Minimum Investment Amount, the
deficiency, as well as City’s costs of hiring such independent appraiser, will be paid to City by Tenant
within sixty (60) days of City’s written notice of the appraiser’s determination. At any time, upon three
(3) business days notice, City or its representatives may audit all of Tenant’s books, records and source
documents related to the hard construction costs paid by Tenant to complete Tenant’s Work. If the audit
reveals that the hard construction costs paid by Tenant were less than those stated in Tenant’s affidavit,
then Tenant must pay City for the costs incurred by City in connéction with the audit plus any additional
deficiency, discovered between the hard construction costs paid by Tenant and the Minimum Investment
Amount.

7.2 City’s Approval Rights. Tenant shall not make or suffer to be made any alterations,
additions, or improvements to the Premises or any part thereof or attach any fixtures or equipment thereto,
including the Initial Improvements (collectively, “Alterations™) without City’s prior written consent.
Without limiting the generality of the foregoing, the initial layout and design of all Alterations shall
conform to Commission’s established architectural design scheme for the Terminal Building Complex
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and the provisions of Airport’s TI Guide. Prior to the construction of any Alterations (including the
Initial Improvements), Tenant shall submit detailed plans and specifications to the Airport’s Design
Review Committee for approval. Tenant shall include with its plans and specifications schematic
renderings of the public retail area, materials, a color board(s) and a detailed layout of the overall
merchandising plan. All decisions by the Airports Design Review Committee shall be made subject to

-~ the approval of the Airport Commission. City’s approval rights will extend to and include architectural
and aesthetic matters and City reserves the right to reject any designs submitted and to require Tenant to
resubmit designs and layout proposals until they meet City’s approval. The Rent Commencement Date
shall not be extended if City elects to reject any designs or layout proposals submitted. In the event of
disapproval by City of any portion of the plans and specifications, Tenant will promptly submit necessary
modifications and revisions thereof. No changes or alterations will be made in said plans or
specifications after approval by City. City agrees to act within a reasonable period of time upon such
plans and specifications and upon requests for approval of changes or alterations in said plans or
specifications. One copy of plans for all improvements or subsequent changes therein or alterations
thereof will, within fifteen (15) days after approval thereof by City, be signed by Tenant and deposited
with City as an official record thereof. All Alterations shall be effected through the use of contractors
approved by City who shall furnish to City upon demand such completion bonds and labor and material
bonds as City may require so as to assure completion of the Alterations on a lien-free basis. Without
limiting the requirements set forth above, Tenant acknowledges and agrees that Tenant may be required to
obtain approvals for any desired Alterations from the Airport’s Quality Control Department.

7.3 Structures and Fixtures. Tenant shall, at its sole cost and expense, design, erect, construct
and install all fixtures, furnishings, carpeting, decorations, finishings, equipment, counters, or other
necessary Alterations for its operation under this Lease. All construction shall be in conformity with the
latest edition of the Airport TI Guide, and in conformity with the approved plans and specifications
submitted by Tenant, and shall meet all applicable local building codes and ordinances as well as all other
Laws. Tenant shall submit complete plans and specifications to Director, and prior to the commencing '
any construction work, obtain Director’s written approval of said plans and specifications. Tenant shall
make no change or alteration in the plans and specifications without prior written approval of Director. In
the event that Tenant fails to submit plans and specifications which meet the approval of City within
thirty (30) days after the Effective Date, City may terminate this Lease. Nothing herein contained shall be
construed to delay or otherwise affect the Commencement Date or the Rent Commencement Date.

7.4 Notice and Permits. Tenant shall give written notice to Director not less than seven @
days prior to the commencement of any work in construction, alteration or repairs of the Premises, in
order that City may post appropriate notices of non-responsibility, and agrees that such notices may
remain posted until the acceptance of such work by City. Tenant shall obtain, and pay all fees for all
permits required by the City or other legal jurisdictions, for improvements that it is required to construct
or install, and it shall furnish copies of all such permits to City prior to the commencement of any work.

7.5 Title to Alterations. Title to all Alterations of such a nature as cannot be removed
without damage to the Terminal, including all carpeting, decorations, finishings, and counters, shall vest
in City on the Expiration Date. All other equipment of such nature as to constitute trade fixtures shall
remain the property of Tenant. On the Expiration Date, Tenant may remove said trade fixtures or
Director may require that Tenant remove same at Tenant’s expense. Prior to the Rent Commencement
Date, Tenant shall submit to Director a proposed list of such trade fixtures; said list may be subsequently
amended during the term of this Lease to reflect any changes in said trade fixtures. Tenant agrees and
understands that “fixture” is defined as a thing affixed to premises that is bolted, nailed, screwed,
cemented and/or plastered. For the purpose of this Lease, fixtures shall include slat wall, counters and the
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like, attached to the physical structure of the premises in any matter whatsoever. On the Expiration Date,
all fixtures, other than those deemed trade fixtures by City, shall become the property of City. Tenant
shall be liable to City for City’s costs for storing, removing and drsposmg of any alterations of Tenant’s
personal property, and of restoration of the Premises.

7.6 Effect of Alterations on Airport. If and to the extent that Tenant’s activities or proposed
Alterations trigger an obligation or requirement on the part of City to make changes to the Airport
premises (including ADA requirements), Tenant shall indemnify, defend, and hold harmless City from
and against any and all Losses (as defined below) arising out of such activities or Alterations.

7.7 Mid-Term Refurbishment.

. (a) Tenant shall refurbish, redecorate and modernize the interior and exterior of the
public retail area of the Premises after the fourth (4th) anniversary of the Full Rent Commencement Date
(the “Mid-Term Refurbishment Date”). On or before the date that is thirty (30) days before the Mid-
Term Refurbishment Date, Tenant shall give notice to Director of its intended plan with respect to such
mid-term refurbishment requirements. All such mid-term refurbishments will be subject to the
requirements of this Lease, including Director’s approval rights under this Section 7. Tenant shall
complete all such refurbishments on or before the date that is six (6) months after the Mid-Term
Refurbishment Date.

(b) The Airport Director shall be authorized to waive, reduce or delay such
requirement provided Director is satisfied that Tenant has developed and shall implement a maintenance

program necessary or appropriate to keep the facilities in good condition throughout the term of the
Lease. :

(©) Upon completion of the mid-term refurbishment, Tenant shall proVide City with.
documentation of expenses as specified in Section 7.1 [Minimum Investment] for mid-term refurbishment
investment.

7.8 Labor Harmony. The parties acknowledge that it is of the utmost importance to City,
Tenant, and all those occupying or to occupy space in the Domestic and International Terminals that there
be no interruption in the progress of the construction work. Accordingly, City and Tenant agree as
follows:

(a)  In any contract or undertaking which Tenant may make with a contractor for
work in the Premises, provision shall be made for the dismissal from the job of workmen whose work is
unskilled or otherwise objectionable, in the Director’s (and, for this purpose, “the Director” shall include
a reference to the Airport’s Architect) reasonable judgment. Tenant shall cause any such workmen to be
discharged from the project within twenty-four (24) hours after Director shall give notice to Tenant -
requiring such discharge.

(b) Tenant shall use, and Tenant shall requlre its contractor and subcontractors to
use, their respective best efforts to prevent work stoppages on the Premises, and/or elsewhere on the
Airport, to the extent attributable to work being performed on the Premises, irrespective of the reason of
any such stoppage. In the event that the conduct or presence of any employee(s) of Tenant or Tenant’s
contractor(s) or subcontractor(s) causes a labor dispute or work stoppage, Tenant shall have such
employee(s) immediately removed from the Airport upon Director’s request.
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©) Tenant shall include, and shall cause its contractor to include, the following
clause in all contracts with its general contractors -and subcontractors:

Harmony Clause

There shall be no manifestations on the project of any dispute between any labor
organization and any Tenant contractor or subcontractor, including but not
limited to, any area standards picketing against said contractor or subcontractor.
Should there be any manifestation of a labor dispute between any Tenant
contractor or subcontractor and any union, which results in a stoppage of work on
the part of said contractor or subcontractor’s employees or the employees of any
other employer or supplier on the project or at the Airport, which in the sole
judgment of the Director will cause, or is likely to cause, unreasonable delay in
the progress of construction or operation of any business -at the Airport, then
upon written notice from Director, Tenant shall declare the contractor or
subcontractor in default of its contract, and upon such notice, Tenant shall have
. the right to take such steps as are necessary to finish the uncompleted portion of
the work to be performed by the contractor or subcontractor. ’

' (d) Without limiting the generality of indg:fnnities elsewhere in this Lease, Tenant
shall indemnify, defend, and hold harmless City and each City Entity for any and all Losses which arise
from the actions taken pursuant to this Section 7.8. '

7.9 Vacating of Premises. At end of Term, Tenant shall remove the Advertising Equipment
and make repairs to walls/floors, including but not limited to, patching up holes, painting walls to match
paint, and replace patched up floor. Tenant shall remove from Premises all telecommunications and other
low voltage special systems cables which are not integrated with the Airport’s Special Systems and
Communications systems, if use of system(s) is discontinued.

8. UTILITIES

8.1 Services Provided. City shall provide in the Terminal Building Complex the following
utility services: reasonable amounts of water, electricity, telephone, sewage outlets, heating, ventilation,
and air conditioning, to a point determined by the Director. All extensions of the facilities requested by
Tenant for said utility services from said points shall be at the sole cost and expense of Tenant. In the
event of any change desired by Tenant as to said points of supply by City, the expense of making such
changes or alterations shall be at the sole cost of Tenant. »

8.2 Utility Costs. Tenant shall pay the whole cost for all utility services as invoiced to
Tenant by City and for such other special services which it may require in the Premises, and Tenant
hereby expressly waives the right to contest any utility rates. ‘

8.3 Shared Telecommunications Services. Tenant acknowledges that City has implement a
shared telecommunications service program (“STS Program™) to provide telecommunications services.
The STS Program may involve City’s provision of telephone, telefacsimile, local access, long distance
service, internet, intranet, and other computer and telecommunications services. Insuch event, at City’s
option, Tenant shall participate in the STS Program by engaging City or its agent to provide such services
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at Tenant’s expense, provided that the charges for such services are generally competitive. Further,
Tenant shall pay to City when invoices, the Airport Communication Infrastructure Charge, as the same-
may be modified from time to time. All payments for STS services shall be due and payable when
invoiced by City. :

8.4 Waiver of Damages. Tenant hereby expressly waives any and all claims for damages
arising or resulting from failures or interruptions of utility services to the Premises, including electricity,
gas, water, plumbing, sewage, telephone, communications, heat, ventilation, air conditioning, or for the
failure or interruption of any public or passenger conveniences. Without limiting the generality of the
foregoing, Tenant shall have no rights to abate Rent or terminate this Lease in the event of any
interruption or failure of utility services.

9. MAINTENANCE AND REPAIR

- 9.1 “As-Is” Condition. TENANT SPECIFICALLY ACKNOWLEDGES AND AGREES
THAT CITY IS LEASING THE PREMISES TO TENANT ON AN “AS IS WITH ALL FAULTS”
BASIS AND THAT TENANT IS NOT RELYING ON ANY REPRESENTATIONS OR
WARRANTIES OF ANY KIND WHATSOEVER, EXPRESS OR IMPLIED, FROM CITY OR ITS
AGENTS, AS TO ANY MATTERS CONCERNING THE PREMISES, INCLUDING: (i) the quality,
nature, adequacy and physical condition and aspects of the Premises, including, but not limited to,
landscaping, utility systems, (ii) the quality, nature, adequacy, and physical condition of soils, geology
and any groundwater, (iii) the existence, quality, nature, adequacy and physical condition of utilities
serving the Premises, (iv) the development potential of the Premises, and the use, habitability,
merchantability, or fitness, suitability, value or adequacy of the Premises for any particular purpose,
(v) the zoning or other legal status of the Premises or any other public or private restrictions on use of the
Premises, (vi) the compliance of the Premises or its operation with any applicable codes, laws,
regulations, statutes, ordinances, covenants, conditions and restrictions of any governmental or quasi-
governmental entity or of any other person or entity, (vii) the presence of Hazardous Materials on, under
or about the Premises or the adjoining or neighboring property, (viii) the quality of any labor and
materials used in any improvements on the real property, (ix) the condition of title to the Premises, and
(x) the agreements affecting the Premises, including covenants, conditions, restrictions, ground leases,
and other matters or documents of record or of which Tenant has knowledge.

9.2 Tenant’s Maintenance Obligations. Tenant, at all times during the Term and at Tenant’s
sole cost and expense, shall keep the Premises and every part thereof in good condition and repair, and in
compliance with applicable Laws, including the replacement of any facility of City used by Tenant which
requires replacement by reason of Tenant’s use thereof, excepting (a) ordinary wear and tear, and (b)
damage due to casualty with respect to which the provisions of Section 14 [Damage or Destruction] shall
apply. Tenant hereby waives all right to make repairs at the expense of City or in lieu thereof to vacate the
Premises as provided by California Civil Code Section 1941 and 1942 or any other law, statute or
ordinance now or hereafter in effect. In addition, if it becomes reasonably necessary during the term of
this Lease, as determined by Director, Tenant will, at its own expense, redecorate and paint fixtures and
the interior of the Premises and improvements, and replace fixtures, worn carpeting, curtains, blinds,
drapes, or other furnishings. Without limiting the generality of the foregoing, at all times, Tenant shall be
solely liable for the facade of the Premises separating the Premises from the Terminal common areas,
including the external face thereof, all windows and display areas therein, and all finishes thereon. As
provided below in Section 15.4-[City’s Right to Perform], in the event Tenant fails to perform its
maintenance and repair obligations hereunder, City shall have the right to do so, at Tenant’s expense. The
parties acknowledge and agree that Tenant’s obligations under this Section are a material part of the
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bargained-for consideration under this Lease. Tenant’s compliance obligations shall include, without
limitation, the obligation to make substantial or structural repairs and alterations to the Premises
(including the Initial Improvements), regardless of, among other factors, the relationship of the cost of
curative action to the Rent under this Lease, the length of the then remaining Term hereof, the relative
benefit of the repairs to Tenant or City, the degree to which curative action may interfere with Tenant’s
use or enjoyment of the Premises, the likelihood that the parties contemplated the particular requirement
involved, or the relationship between the requirement involved and Tenant’s particular use of the
Premises. No occurrence or situation arising during the Term, nor any present or future requirement,
whether foreseen or unforeseen, and however extraordinary, shall relieve Tenant of its obligations
hereunder, nor give Tenant any right to terminate this Lease in whole or in part or to otherwise seek
redress against City. Tenant waives any rights now or hereafter conferred upon it by any existing or
future requirement to terminate this Lease, to receive any abatement, diminution, reduction or suspension
of payment of Rent, or to compel City to make any repairs to comply with any such requirement, on
account of any such occurrence or situation. ‘ ‘

93 Tenant's Pest Management Obligations. Tenant shall, at all times during the Term of the
Lease and at Tenant’s sole cost and expense, keep the Premises and every part thereof in clean and
sanitary conditions, including having a pest control program in place in accordance to the Airport’s
standards. Tenant shall hire a licensed pest control company or may contract with the Airport to provide
these services. Tenant and the pest control company must-adhere to the following set of standards in
accordance to the City and County of San Francisco (CCSF) Environment Code, Chapter 3, including but-
not limited to the following:

(a) Using pesticides on the CCSF allowed list only when application is made on City
propetty i.e. SFO.

(b) Any pesticide exemption must be granted by the San Francisco Department of
Environment before using non-approved pesticides.

(c) All posting requirements regarding pesticide application must be adhered to priorto
use.

(d) Pesticide use repdrts shall be made to Airport IPM (Integrated Pest Management)
staff by the 10th of the month following application. :

(e) Tenant must provide Airport the name of the pest control company providing service '
within thirty (30) days from the effective date of the service contract. :

10. SIGNS AND ADVERTISING

10.1  Signs and Advertising. Tenant may, at its own expense, install and operate necessary and
appropriate identification signs on the Premises, subject to the approval of Director and the requirements
of the TI Guide, including but not limited to, the approval of the number, size, height, location, color and
general type and design. Such approval shall be subject to revocation by Director at any time. Without
express written consent of Director, Tenant shall not display any advertising, promotional, or
informational pamphlets, circulars, brochures or similar materials.- ’

10.2  Prohibition of Tobacco Advertising. Tenant acknowledges and agrees that no advertising
of cigarettes or tobacco products is allowed on the Premises. This advertising prohibition includes the
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placement of the name of a company producing, selling or distributing cigarettes or tobacco products or
the name of any cigarette or tobacco product in any promotion of any event or product. This advertising
prohibition does not apply to any advertisement sponsored by a state, local, nonprofit or other entity
designed to (i) communicate the health hazards of cigarettes and tobacco products, or (ii) encourage
people not to smoke or to stop smoking.

10.3  Prohibition of Alcoholic Beverage Advertising, Tenant acknowledges and agrees that no
advertising of alcoholic beverages is allowed on the Advertising Equipment. For purposes of this
Section, “alcoholic beverage” shall be defined as set forth in California Business and Professions Code
Section 23004, and shall not include cleaning solutions, medical supplies and other products and
substances not intended for drinking. This advertising prohibition includes the placement of the name of
a company producing, selling or distributing alcoholic beverages or the name of any alcoholic beverage in
any promotion of any event or product. This advertising prohibition does not apply to any advertisement
sponsored by a state, local, nonprofit or other entity designed to (i) communicate the health hazards of
alcoholic beverages, (ii) encourage people not to drink alcohol or to stop drinking alcohol, or (iif) provide
or publicize drug or alcohol treatment or rehabilitation services. :

11. [INTENTIONALLY DELETED - PROMOTIONAL PROGRAM]
12. WAIVER; INDEMNITY; INSURANCE

12,1 Waiver. Tenant, on behalf of itself and its assigns, waives its rights to recover from and
releases and discharges City and all City Entities and their respective heirs, successors, personal
representatives and assigns, from any and all Losses whether direct or indirect, known or unknown,
foreseen or unforeseen, that may arise on account of or in any way connected with (a) the physical or
environmental condition of the Premises or any law or regulation applicable thereto, (b) any damage that
may be suffered or sustained by Tenant or any person whosoever may at any time be using or occupying
or visiting the Premises, or in or about the Airport, or (c) any act or omission (whether negligent, non-
negligent or otherwise) of Tenant or any Tenant Entity, whether or not such Losses shall be caused in part
by any act, omission or negligence of any of City, Commission, its members, or any officers, agents, and
employees of each of them, and their successors and assigns (each, a “City Entity”), except if caused by
the sole gross negligence or willful misconduct of City. In connection with the foregoing waiver, Tenant
expressly waives the benefit of Section 1542 of the California Civil Code, which provides as follows: “A
GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT
KNOW OR EXPECT TO EXIST IN HIS FAVOR AT THE TIME OF EXECUTING THE RELEASE,
WHICH IF KNOWN TO HIM MUST HAVE MATERIALLY AFFECTED THE SETTLEMENT WITH
THE DEBTOR.” '

122 Indemnity. In addition to, and not in limitation of the foregoing, Tenant shall forever
indemnify, defend, hold and save City and each City Entity free and harmless of, from and against any
and all Losses caused in whole or in part by or arising out of (a) any act or omission of Tenant or any
Tenant Entity, (b) Tenant’s use of the Premises or operations at the Airport, or (¢} any default by Tenant
or any Tenant Entity hereunder, whether or not Losses shall be caused in part by any act, omission or
negligence of City or any City Entity. The foregoing indemnity shall not extend to any Loss caused by
the sole gross negligence or willful misconduct of City.

123 Losses. For purposes hereof “Losses” shall mean any and all losses, liabilities,
- judgments, suits, claims, damages, costs and expenses (including reasonable attorneys’ fees, investigation
«costs, remediation costs, and court costs), of any kind or nature.
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12.4  Immediate Obligation to Defend. Tenant specificaily acknowledges that it has an
immediate and independent obligation to defend City or the City Entity from any claim which is actually
or potentially within the scope of the indemnity provision of this Section 12 or any other indemnity
provision under this Lease, even if such allegation is or may be groundless, fraudulent or false, and such
obligation arises at the time such claim is tendered to Tenant and continues at all times thereafter.

12.5 Notice. Without limiting the foregoing waiver and indemnity, each party hereto shall
give to the other prompt and timely written notice of any Loss coming to its knowledge which in any
way, directly or indirectly, contingently or otherwise, affects or might affect either, and each shall have
the right to participate in the defense of the same to the extent of its own interest. -

12.6  Insurance. Tenant shall procure'and maintain during the Term the following insurance:

(a) Workers’ Compensation Insurance with Employer’s Liability limits not less than
$1,000,000 each accident. :

(b) Commercial General Liability Insurance with limits not less than $1,000,000 each
occurrence Combined Single Limit for Bodily Injury and Property Damage, including Contractual
Liability, Personal Injury, Products Liability and Completed Operations Coverages.

() Comprehensive Automobile Liability Insurance with limits not less than $2,000,000
each occurrence Combined Single Limit for Bodily Injury and Property Damage, including Employer’s
- non-ownership liability and hired auto coverages.

* (d) Property Insurance on all causes of loss-special form covering all Premises tenant
improvements, fixtures, and equipment insuring against the perils of fire, lightning, extended coverage
perils, vandalism and malicious mischief in the demised premises in an amount equal to the full
replacement value of tenant improvements, fixtures and equipment. '

_ (¢) Business Interruption Insurance insuring that the Base Rent will be paid to City for a
period of at least one (1) year if Tenant is unable to operate its business at the Premises. Said insurance
shall also cover business interruptions due to failures or interruptions in telecommunications services,
strikes, employee lockouts, riots, or other civil commotion. To calculate Base Rent during any such
interruption of business, the Gross Revenues for the 12-month period immediately preceding the incident
causing the business interruption shall be used. '

127  Form of Policies. All insurance required by Tenant hereunder shall be pursuant to
policies in form and substance and issued by companies satisfactory to City and City’s City Attorney.
City may, upon reasonable notice and reasonable grounds increase or change the required insurance
hereunder, in which event Tenant shall obtain such required insurance. Without limiting the generality of
the foregoing, all Comprehensive General Liability Insurance, and Comprehensive Automobile Liability
Insurance, policies shall be endorsed to provide the following:

(a) Name as additional insured the City and County of San Francisco, the Airport
Commission and its members, and all of the officers, agents, and employees of each of them (collectively,
“Additional Insureds”); :
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_ (b) That such policies are primary insurance to any other insurance available to the
Additional Insureds, with respect to any claims arising out of this Lease, and that insurance applies
separately to each insured against whom claim is made or suit is brought.

(c) That the insurance company shall give thirty (30) days prior written notice to City of
cancellation, non-renewal or reduction in coverage or limits, delivered to City at City’s Insurance/Deposit
Notice Address.

128 Delivery of Policies or Certificates. Within five (5) days after Director’s request, and in
any gvent on or before the Commencement Date, Tenant shall provide to City copies of its insurance
policies or certificates thereof evidencing the above insurance, at City’s Insurance/ Deposit Notice
Address.

129 Subrogation. Notwithstanding anything to the contrary herein, Tenant waives any right
of recovery against City for any loss or damage to the extent the same is required to be covered by
Tenant’s insurance hereunder. Tenant shall obtain from its insurer, if possible, a waiver of subrogation
the insurer may have against City or any City Entity in connection with any Loss covered by Tenant’s
property insurance policy.

13. DEPOSIT

13.1  Form of Deposit. On or before the date specified by the Director, Tenant will deliver to
Director a security deposit (the “Deposit™) in the Deposit Amount. Such Deposit shall be in the form of
(a) a surety bond payable to City, naming City as obligee, in the form attached as Exhibit C-1, and
otherwise in form satisfactory to City’s City Attorney, and issued by a surety company satisfactory to
Director, or a (b) letter of credit naming City as beneficiary, in the form attached as Exhibit C-2, and
otherwise in form satisfactory to City’s City Attorney, issued by a bank satisfactory to Director.
Notwithstanding the foregoing, as may be provided in the Airport Commission Policy on Concession
Deposits (Resolution No. 04-0153, August 3, 2004) as the same may be amended from time to time,
Tenant shall be permitted to submit as the Deposit alternative forms of deposit as specified therein. Such
Deposit shall be renewed annually and increased annually such that at all times, the Deposit is equal to
one-half (!2) the then current Minimum Annual Guarantee, all at Tenant’s cost. Such Deposit shall be
kept in full force and effect during the Term to ensure the faithful performance by Tenant of all
covenants, terms, and conditions of this Lease, including payment of Rent. The sum designated as the
“Deposit” is and will remain the sole and separate property of City until actually repaid to Tenant (or at
City’s option, the last assignee (if any) of Tenant’s intetest hereunder), said sum not being earned by
Tenant until all provisions precedent for its payment to Tenant have been fulfilled. For Deposits in the
form of a bond or letter of credit, Tenant shall cause the surety company or bank issuing such bond or
letter of credit to give Director notice in writing by registered mail at least forty-five (45) days prior to the
expiration date of such bond or letter of credit of its intention not to renew said bond or letter of credit.

132 Maintenance of Deposit. Tenant shall cause the Deposit to be increased from time to
time such that at all times the Deposit is equal to one-half (1/2) the then current Minimum Annual
Guarantee, all at Tenant’s cost. Tenant shall cause the bond or letter of credit to be kept in full force and
effect during the Term and any holdover period to ensure the faithful performance by Tenant of all
covenants, terms, and conditions of this Lease, including payment of Rent. If and to the extent City
. accepts a Deposit which has an expiration date or cancellation/termination provision, Tenant shall cause
the surety company or bank issuing such bond or letter of credit to give Director notice in writing by
registered mail at least forty-five (45) days prior to the expiration date of such bond or letter of credit of
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its intention not to renew or to cancel or terminate said bond or letter of credit. Tenant shall cause such
bond or letter of credit to be renewed, extended, or replaced, at Tenant’s sole cost, at least thirty (30) days
before the expiration date or cancellation date of the bond or letter of credit, with another bond or letter of
credit that complies with the requirements herein. [f Tenant fails to do so, City may, without notice to
Tenant, draw on the entirety of the Deposit and hold the proceeds thereof as security hereunder. Tenant
shall cause all notices to be given to City under this Section 13 to be given to City at City’s
Insurance/Deposit Notice Address.

133 Alternative Forms of Deposit. Notwithstanding the foregoing, if and to the extent
alternative form(s) of Deposit are permitted pursuant to the Airport Bid Deposit and Performance
Guarantee Policy, as authorized by Commission Resolution No. 04-0153, as such Policy may be amended
from time to time, then Tenant may provide such alternative forms of Deposit. Tenant shall cause such
Deposit to be increased from time to time such that at all times the Deposit is equal to one-half (1/2) the
then current Minimum Annual Guarantee, all at Tenant’s cost.

13.4  Useof Deposit. -If Tenant fails to pay Rent or otherwise defaults with respect to any
provision of this Lease, City may use, apply or retain all or any portion of the Deposit for the payment of
Rent or other charge in default or for the payment of any other sum to which City may become obligated
by reason of Tenant’s default or to compensate City for any loss or damage which City may suffer
thereby. If City so uses or applies all or any portion of the Deposit, Tenant, within ten (10) days after
request therefore; shall deposit other security acceptable to Director with City in an amount sufficient to
restore the Deposit to the full amount thereof, and Tenant’s failure to do so shall be a breach of this Lease.

-City shall not be required to keep the Deposit or any proceeds thereof, as applicable, separate from its
general accounts. Any proceeds of the Deposit is and will remain the sole and separate property of City
until actually repaid to Tenant, said sum not being eamned by Tenant until all provisions precedent for its
payment to Tenant have been fulfilled. If Tenant performs all of Tenant’s obligations hereunder, the
Deposit, or the proceeds thereof, or so much thereof as has not theretofore been applied by City, shali be
returned, without payment of interest or other increment for its use, to Tenant (or, at City’s option, to the
last assignee, if any, of Tenant’s interest hereunder) within sixty (60) days after the expiration of the

‘Term, and after Tenant has vacated the Premises. No trust relationship is created herein between City.and
Tenant with respect to the Deposit or any proceeds thereof.

13.5  Other Agreements. If Tenant defaults with respect to any provision of any other
agreement between City and Tenant, including the Other Agreements, City may use, apply or retain all or
any portion of the Deposit for payment of any sum owing to City or to which City may become obligated
by reason of Tenant’s default or to compensate City for any loss or damage which City may suffer
thereby. Likewise, if Tenant defaults with respect to any provision under this Lease, City may use, apply,
or retain all or any portion of any deposit provided under any other agreement between City and Tenant,
including the Other Agreements, for payment of any sum owing to City or to which City may become
obligated by reason of Tenant's default or to compensate City for any loss or damage which City may
suffer thereby. In the event the Deposit or any other deposit is so used, Tenant shall deposit other security
acceptable to Director with City in an amount sufticient to restore the Deposit to the full amount thereof.
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14. DAMAGE OR DESTRUCTION

14.1 Partial Destruction of Premises.

(a) In the event the improvements on the Premises are damaged by any casualty which is
required to be insured against pursuant to this Lease, then Tenant shall repair such damage as soon as
reasonably possible, at its own cost, and this Lease shall continue in full force and effect.

(b) In the event such improvements are damaged by any casualty not covered under an
insurance policy required to be maintained pursuant to this Lease, then City may, at City’s option, either
(i) repair such damage as soon as reasonably possible at City’s expense, in which event this Lease shall
continue in full force and effect, or (ii) give written notice to Tenant within sixty (60) days after the date
of occurrence of such damage of City’s intention to terminate this Lease. Such termination shall be
effective as of the date specified in such notice.

' (c) Notwithstanding the foregoing,vif such damage is caused by an act or omission to act
of Tenant or a Tenant Entity, then Tenant shall repair such damage, promptly at its sole cost and expense.

_ (d) In the event City elects fo terminate this Lease pursuant to this Section 14.1, Tenant
shall have the right within ten (10) days after receipt of the required notice to notify City of Tenant’s
intention to repair such damage at Tenant’s expense, without reimbursement from City, in which event
this Lease shall continue in full force and effect and Tenant shall proceed to make such repairs as soon as
reasonably possible. If Tenant does not give such notice within the ten (10) day period, this Lease shall
be terminated as of the date specified in City’s notice. City shall not be required to repair any injury or
damage by fire or other cause, or to make any restoration or replacement of any paneling, decorations,
office fixtures, partitions, railings, ceilings, floor covering, equipment, machinery or fixtures or any other
improvements or property installed in the Premises by Tenant or at the direct or indirect expense of
Tenant. Tenant shall be required to restore or replace same in the event of damage.

14.2  Total Destruction of Premises. If the improvements on-the Premises are totally destroyed
during the Term from any cause whether or not covered by the insurance required herein (including any
" destruction required by any authorized public authority), this Lease shall automatically terminate as of the
date of such total destruction, ‘

14.3  Partial Destruction of Terminal Building.. If fifty percent (50%) or more of the Terminal
Building shall be damaged or destroyed by an insured risk, or if fifteen percent (15%) or more of the
Terminal Building shall be damaged or destroyed by an uninsured risk, notwithstanding that the Premises

‘may be unaffected thereby, each of City and Tenant may elect to terminate this Lease by giving notice to
the other within ninety (90) days from the date of occurrence of such damage or destruction, in which
event the Term of this Lease shall expire on a mutually agreed upon date and Tenant shall thereupon
surrender the Premises to City as required hereunder.

14,4  Damage Near End of the Term. If during the last year of the Term the improvements on
the Premises are partially destroyed or damaged, City may at City’s option terminate this Lease as of the
date of occurrence of such dainage by giving written notice to Tenant of City’s election to do so within
thirty (30) days after the date of occurrence of such damage. In the event City elects to terminate this
Lease pursuant hereto, Tenant shall have the right within ten (10) days after receipt of the required notice
to notify City in writing of Tenant’s intention to repair such damage at Tenant’s expense, without
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reimbursement from City, in which event this Lease shall continue in full force and effect and Tenant
shall proceed to make such repairs as soon as reasonably possible.

14.5  No Abatement of Rent:'Tenant’s Remedies.

(a) If the Premises are partially destroyed or damaged, Tenant shall have no claim
against City for any damage suffered by reason of any such damage, destruction, repair or restoration.
Tenant waives California Civil Code Sections 1932(2) and 1933(4) providing for termination of hiring
~ upon destruction of the thing hired.

(b) In no event will Tenant be entitled to an abatement of Rent resulting from any. -
damage, destruction, repair, or restoration described herein.

15. DEFAULT; REMEDIES

15.1  Event of Default. The occurrence of any one or more of the following events shall
constitute a breach of this Lease and an “Event of Default” hereunder:

(a) Tenant shall fail duly and punctually to pay Rent, or to make any other payment
required hereunder, when due to City, and such failure shall continue beyond the date specified in a
written notice of such default from Director, which date shall be no.earlier than the third (3rd) day after
the effective date of such notice. Notwithstanding the foregoing, in the event there occurs two @
defaults in the payment of Rent or other payment during the Term, thereafter Tenant shall not be entitled
to, and City shall have no obligation to give, notice of any further defaults in the payment of Rent or other
payment. In such event, there shall be deemed to occur an Event of Default immediately upon Tenant’s
failure to duly and punctually pay Rent or other payment hereunder; or '

(b) Tenant shall become insolvent, or shall take the benefit of any present or future
insolvency statute, or shall make a general assignment for the benefit of creditors, or file a voluntary
petition in bankruptcy, or a petition or answer seeking an arrangement for its reorganization, or the
readjustment of its indebtedness under the federal bankruptcy laws, or under any other law or statute of
the United States or of any state thereof, or consent to the appointment of a receiver, trustee, or liquidator
of any or substantially all of its property; or ’

(c) A petitidn under any part of the federal bankruptcy laws, or an action under any
present or future insolvency law or statute, shall be filed against Tenant and shall not be dismissed within
thirty (30) days after the filing thereof; or

(d) There shall occur a Transfer without the prior approval of the City; or

(e) Tenant shall voluntarily abandon, desert or vacate the Premises; or

(f) Any lien shall be filed agaiﬁst the Premises as a result of any act or omission of
Tenant, and shall not be discharged or contested by Tenant in good faith by proper legal proceedings
within twenty (20) days after receipt of notice thereof by Tenant; or ‘

() Tenant shall fail to provide, maintain, increase, or replace, the Deposit as required
herein; or '
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(h) Tenant shall fail to obtain and maintain the insurance required hereunder, or provide
copies of the policies or certificates to City as required herein; or

"(i) Tenant shall fail to keep, perform and observe each and every other promise,
covenant and agreement set forth in this Lease, and such failure shall continue for a period of more than
three (3) days after delivery by Director of a written notice of such failure (the “First Notice”); or if
satisfaction of such obligation requires activity over a period of time, if Tenant fails to commence the cure
of such failure within three (3) days after receipt of the First Notice, or thereafter fails to diligently
prosecute such cure, or fails to actually cause such cure within one hundred twenty (120) days after the
giving of the First Notice; or

(j) Tenant shall use or give its permission to any person to use any pottion of Airport or
the Terminal Buildings used by Tenant under this Lease for any illegal purpose, or any purpose not
approved by Director; or

(k) There shall occur a default under any other agreement between Tenant and City,

- including the Other Agreements, if any, and such default is not cured as may be provided in such
agreement; provided, however, that nothing herein shall be deemed to imply that Tenant shall be entitled
to additional notice or cure rights with respect to such default other than as may be provided in such other
agreement.

15.2  Statutory Notices. Notwithstanding anything to the contrary in this Section 15, any
written notice, other than as specifically set forth in this Section 15, required by any statute or law now or
hereafter in force is hereby waived by Tenant to the fullest extent available under law. Any notice given
by City pursuant to Section 15.1 may be the notice required or permitted pursuant to Section 1161 et seq.
of the California Code of Civil Procedure or successor statutes, and the provisions of this Lease will not
require the giving of a notice in addition to the statutory notice to terminate this Lease and Tenant’s right
to possession of the Premises. The periods specified in Section 15.1 within which Tenant is permitted to
cure any default following notice from City will run concurrently w1th any cure period provided by
applicable laws.

153  Remedies. Upon the occurrence and during the continuance of an Event of Default, City
shall have the following rights and remedies in addition to all other rights and remedies available to City
at law or in equity:

(a) City shall have the rights and remedies provided by California Civil Code
Section 1951.2 (damages on termination for breach), including the right to terminate Tenant’s right to
possession of the Premises. In the event this Lease is so terminated, City may recover from Tenant the
following damages:

(i) The “worth at the time of the award” of the unpaid Rent earned to the
time of termination hereunder;

(i) . The “worth at the time of the award” of the amount by which the
unpaid Rent which would have been earned after termination until the
time of award exceeds the amount of such rental loss that Tenant proves
could be reasonably avoided; ' ‘
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(iii) - The “worth at the time of the award” of the amount by which the
unpaid Rent for the balance of the Term after the time of award exceeds
the amount of such rental loss that Tenant proves could be reasonably
avoided; and

(iv) Any other amount necessary to compensate City for all the detriment
proximately caused by Tenant’s failure to perform its obligations under
this Lease or which in the ordinary course of things would be likely to
result therefrom.

For purposes of the foregoing, the “worth at the time of award” of the amounts referred
to in clauses (i) and (ii) above is computed by allowing interest at the lower of 18% per annum and the
highest rate legally permitted under applicable law. The “worth at the time of award” of the amount
referred to in clause (iii) above is computed by discounting such amount at the discount rate of the
Federal Resetve Bank of San Francisco at the time of award plus 1% (one percent). Notwithstanding any
other provisions hereof, any efforts by City to mitigate damages caused by Tenant’s breach of this Lease
~ shall not constitute a waiver of City’s right to recover damages hereunder and shall not affect the right of
City to indemnification pursuant to the provisions of Section 12 [Waiver; [ndemnity; Insurance] hereof.
For purposes of calculating City’s damages comprising Base Rent based on Gross Revenues, that amount
will be computed by determining the highest Base Rent accruing in any Lease Year during the .
immediately preceding three Lease Years or such shorter period if the Term prior to termination was less
than three Lease Years. Tenant agrees that Tenant’s obligations under this Lease, including the payment
of Base Rent, are independent covenants and are not conditioned on the covenants or warranties of City.

(b) City shall have the right and remedy described in California Civil Code
Section 1951.4. City may elect not to terminate this Lease and let this Lease continue, in which case City
may enforce all its rights and remedies under this Lease, including the right to recover Rent as it becomes
due under this Lease. Acts of maintenance or preservation or efforts to relet the Premises or the ’
appointment of a receiver upon the initiative of City to protect City’s interest under this Lease shall not
constitute a termination of Tenant’s right to possession. -

(c) City shall have the right and power, as attorney in fact for Tenant, to enter and to
sublet the Premises, to collect rents from all subtenants and to provide or arrange for the provision of all
services and fulfill all obligations of Tenant (as permitted in accordance with the terms of this Lease) and
City is hereby authorized on behalf of Tenant, but shall have absolutely no obligation, to provide such
services and fulfill such obligations and to incur all such expenses and costs as City deems necessary in
connection therewith. Tenant shall be liable immediately to City for all costs and expenses City incurs in
collecting such rents and arranging for or providing such services or fulfilling such obligations. City is
hereby authorized, but not obligated, to relet the Premises or any part thereof on behalf of Tenant, to incur
such expenses as may be necessary to effect a relet and make said relet for such term or terms, upon such
conditions and at such rental as City in its sole discretion may deem proper. Tenant shall be liable
immediately to City for all reasonable costs City incurs in reletting the Premises required by the reletting,
and other costs. If City relets the Premises or any portion thereof, such reletting shall not relieve Tenant
of any obligation hereunder, except that City shall apply the rent or other proceeds actually collected by it
as a result of such reletting against any amounts due from Tenant hereunder to the extent that such rent or
other proceeds compensate City for the nonperformance of any obligation of Tenant hereunder. Such
payments by Tenant shall be due at such times as are provided elsewhere in this Lease, and City need not
wait until the termination of this Lease, by expiration of the Term hereof or otherwise, to recover them by
legal action or in any other manner. City may execute any lease made pursuant hereto in its own name,
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and the lessee thereunder shall be under no obligation to see to the application by City of any rent or other.
proceeds, nor shall Tenant have any right to coliect any such rent or other proceeds. City shall not by any
reentry or other act be deemed to have accepted any surrender by Tenant of the Premises or Tenant’s '
interest therein, or be deemed to have otherwise terminated this Lease, or to have relieved Tenant of any
obligation hereunder, unless City shall have given Tenant express written notice of City’s election to do

so as set forth herein.

(d) City shall have the right to have a receiver appointed upon application by City to take
possession of the Premises and to collect the rents or profits therefrom and to exercise all other rights and
remedies pursuant to this Section 15.3.

(e) City shall have the right to enjoin, and any other remedy or right now or hereafter
avallable to a landlord against a defaulting tenant under the laws of the State of California or the equitable
powers of its courts, and not otherwise specifically reserved herein.

(f) C1ty may elect to terminate any other agreement between Tenant and City, including
the Other Agreements, if any.

15.4  City’s Right to Perform. All agreements and provisions to be performed by Tenant under
any of the terms of this Lease shall be at its sole cost and expense and without any abatement of Rent. If
Tenant shall fail to make any payment or perform any act on its part to be performed hereunder and such
failure shall continue for ten (10) days after notice thereof by City, City may, but shall not be obligated to
- do so, and without waiving or releasing Tenant from any obligations of Tenant, make any such payment
or perform any such other act on Tenant’s part to be made or performed as provided in this Lease. All
sums so paid by City and all necessary incidental costs shall be deemed additional rent hereunder and
shall be payable to City on demand, and City shall have (in addition to any other right or remedy of City)
the same rights and remedies in the event of the nonpayment thereof by Tenant as in the case of default by
Tenant in the payment of Rent.

15.5  Rights Related to Termination. [n the event of any termination based on any breach of
the covenants, terms and conditions contained in this Lease, City shall have the option at once and
without further notice to Tenant to enter upon the Premises and take exclusive possession of same. City
may remove or store any personal property located therein, at the sole cost and expense of Tenant without
City being liable to Tenant for damage or loss thereby sustained by Tenant. Upon such termination by
City, all rights, powers and privileges of Tenant hereunder shall cease, and Tenant shall immediately
vacate any space occupied by it under this Lease, and Tenant shall have no claim of any kind whatsoever
against City or any City Entity by reason of such termination, or by reason of any act by City or any City
Entity incidental or related thereto. In the event of the exercise by City of such option to terminate,
Tenant shall have no right to or claim upon any improvements or the value thereof, which may have been
previously installed by Tenant in or on the Premises.

15.6  Cumulative Rights. The exercise by City of any remedy prov-ided in this Lease shall be
cumulative and shall in no way affect any other remedy available to City under law or equity.

15.7  Prepayment. As provided in Section 4.10 [Prepay Rént], if Tenant defaults in the
payment of Rent, City may require prepayment of Rent. Such right shall be in addition to and not in lieu
of any and all other rights hereunder, or at law or in equity.
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158  Fines. If Tenant defaults under any of the Lease terms specified below, Director may
elect to impose the fines described below on the basis of per violation per day: '

Violation | . Secion ~ Fine
Violation of Premises Clause 1 . %100
Violation of Use Section : 3 © $300
Failure to open Facility by Rent Commenéement Date 23~ ¢ . $500
Failure to cause operations or Premises to comply with 3.13 | $1OO
Laws , :
Failure to submit required documénts and reports, inéluding Sales 4.4,4.5,. | $100
Reports ' 4.6
Construction or Alterations without City approval 7 i $100
Failure to make required repairs 9 $300
Unauthorized advertising or signage 10 $100
Failure to obtain/maintain insurance ' 12 - $300
Failure to obtain or maintain Deposit : 13 + $300
Failure to abide by any other term in this Lease : ' . 300

Director’s right to impose the foregoing Fines shall be in addition to and not in lieu of any and all
other rights hereunder, in the Airport Rules, or at law or in equity. City shall have no obligation to Tenant
to impose Fines on or otherwise take action against any other tenant at the Airport. Such Fines shall
‘constitute “Additional Rent.” ' '

159  City Lien. Tenant hereby grants to City a lien upon and security interest in all fixtures, .
chattels and personal property of every kind now or hereafter to be placed or installed in or on the
Premises, and agrees that in the event of any default on the part of Tenant City has all the rights and
remedies afforded the secured party by the chapter on “Default” of the Uniform Commercial Code in the
state wherein the Premises are located on the date of this Lease and may, in connection therewith, also (a)
enter on the Premises to assemble and take possession of the collateral, (b) require Tenant to assemble the
~ collateral and make its possession available to the City at the Premises, (c) enter the Premises, render the
collateral, if equipment, unusable and dispose of it in a manner provided by the Uniform Commercial
Code on the Premises. Tenant agrees to execute such instruments as City may request to perfect such lien,
and designates also Director his attorney-in-fact for purposes of executing such documents.

' |

15.10 Commencement of Legal Actions. Any legal action by City to enforce any obligation of
Tenant or in the pursuit of any remedy hereunder shall be deemed timely filed if commenced at any time
prior-to one (1) year after the expiration or termination of the Term hereof or prior to the expiration of the
statutory limitation period that would be applicable except for this Section 15.10, whichever period
expires later. o ' :

15.11 Waiver of Notice. Except as otherwise expressly provided in this Section 15, Tenant
hereby expressly waives, so far as permitted by law, the service of any notice of intention to‘enter or re-
enter provided for in any statute, or of the institution of legal proceedings to that end, and Tenant, for and
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on behalf of itself and all persons claiming through or under Tenant, also waives any right of redemption
or relief from forfeiture under California Code of Civil Procedure Sections 1174 or 1179, or under any
other present or future law, if Tenant is evicted or City takes possesswn of the Premises by reason of any
default by Tenant hereunder.

16. SURRENDER

. Tenant shall at the end of the Term surrender to City the Premises and all Alterations, additions
and improvements thereto in the same condition as when received, ordinary wear and tear and damage by
fire, earthquake, act of God, or the elements excepted. Subject to City’s right to require removal pursuant
to Section 7 [Investments; Alterations] hereof, all Alterations and improvements installed in the Premises
by Tenant (other than Tenant’s trade fixtures), shall, without compensation to Tenant, then become City’s
property free and clear of all claims to or against them by Tenant or any third person. In the event that
Tenant shall fail to remove its personal property, including trade fixtures, on or before the Expiration
Date, such personal property shall become City’s property free and clear of all claims to or against them
by Tenant or any third person. In such event, City shall not be responsible for any Losses related to such
personal property, and City may sell or otherwise dispose of such personal property.

17. HAZARDOUS MATERIALS

17.1  Definitions. As used herein, the following terms shall have the vmeanings hereinafter set
forth:

(a) “Environmental Laws” shall mean any federal, state, local or administrative law,
rule, regulation, order or requirement relating to industrial hygiene, environmental conditions or
Hazardous Materials, whether now in effect or hereafter adopted, including the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended (42 U.S.C. Sections
9601, et seq.), the Resources Conservation and Recovery Act of 1976 (42 U.8.C. Section 9601, et seq.),
the Clean Water Act (33 U.S.C. Section 1251, et seq.), the Safe Drinking Water Act (14 U. S.C.

Section 401; et seq.), the Hazardous Materials Transportation Act (49 U.S.C. Section 1801, et seq.), the
Toxic Substance Control Act (15 U.S.C. Section 2601, et seq.), the California Hazardous Waste Control
Law (California Health and Safety Code Section 25100, et seq.), the Porter-Cologne Water Quality
Control Act (California Water Code Section 13000, et seq.), and the Safe Drinking Water and Toxic
Enforcement Act of 1986 (California Health and Safety Code Section 25249.5, et seq.)

(b) “Hazardous Material” shall mean any material that, because of its quantity,
concentration or physical or chemical characteristics, is deemed by any federal, state or local
governmental authority to pose a present or potential hazard to human health or safety or to the
environment. “Hazardous Material” includes, without limitation, any material or substance defined as a
“hazardous substance,” or “pollutant” or “contaminant” pursuant to any Environmental Law; any asbestos
and asbestos containing materials; petroleum, including crude oil or any fraction thereof, natural gas or
natural gas liquids; and any materials listed in the Airport’s TT Guide.

(c) “Release” when used with respect to Hazardous Material shall include any actual or
imminent splllmg, leaking, pumping, pouring, emitting, emptying, discharging, injecting, escaping,
leaching, dumping, or dlsposmg into or inside the Bu1ldmg, or in, on, under or about the Property.

(d) “Pre-Existing Condition” means the existence of any Hazardous Materials on the
Premlses immediately prior to the Commencement Date.
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17.2 Tenant’s Covenants.

(a) Neither Tenant nor any Tenant Entity shall cause any Hazardous Material to be
brought upon, kept, used, stored, generated or disposed of in, on or about the Premises or the Airport, or
transported to or from the Premises or the Airport; provided that Tenant may use such substances as are

customarily used in retail sales so long as such use is in compliance with all applicable Environmental
Laws and the Airport’s TI Guide. '

(b) Tenant shall handle Hazardous Materials discovered or introduced on the Premises
during the Term in compliance with all Environmental Laws and the Airport’s TI Guide. Tenant shall
protect its employees and the general public in accordance with all Environmental Laws.

(¢) In the event Tenant becomes aware of the actual or possible Release of Hazardous
Materials on the Premises or elsewhere on the Airport, Tenant shall promptly give notice of the same to
City. Without limiting the generality of the foregoing, Tenant shall give notice to City of any of the
following: (i) notice of a Release of Hazardous Materials given by Tenant, any subtenant, or other
occupant to any governmental or regulatory agency; (ii) notice of a violation or potential or alleged
violation of any Environmental Law received by Tenant, any subtenant, other occupant on the Premises
from any governmental or regulatory agency; (iii) any inquiry, investigation, enforcement, cleanup,
removal, other action that is instituted or threatened by a government or regulatory agency; (iv) any claim
that is instituted or threatened by a third party against Tenant, any subtenant, or other occupant on the
Premises that relates to Hazardous Materials; and (v) any notice of termination, expiration, or material
amendment to any environmental operating permit or license necessary for the use of the Premises.

-(d) At Director’s request, Tenant shall provide information necessary for City to confirm
‘that Tenant is complying with the foregoing covenants. '

173  Environmental Indemnity. Tenant shall indemnify, defend, and hold harmless City from
and against any and all Losses arising during or after the Term as a result of or arising from: (a) a breach
by Tenant of its obligations contained in the preceding Section 17.2 [Tenant’s Covenants], or (b) any
Release of Hazardous Material from, in, on or about the Premises or the Airport caused b); the actor

" omission of Tenant or any Tenant Entity, or (c) the existence of any Hazardous Materials on the Premises,

except to the extent that Tenant can demonstrate that such Hazardous Materials constitutes a Pre-Existing
Condition. '

 17.4  Environmental Audit. Upon reasonable notice, Director shall have the right but not the
obligation to conduct or cause to be conducted by a firm acceptable to Director, an environmental audit or
any other appropriate investigation of the Premises for possible environmental contamination. Such
investigation may include environmental sampling and equipment and facility testing, including the
testing of secondary contamination. No such testing or investigation shall limit Tenant’s obligations
hereunder or constitute a release of Tenant’s obligations therefor. Tenant shall pay all costs associated
with said investigation in the event such investigation shall disclose any Hazardous Materials
contamination as to which Tenant is liable hereunder.

175  Closure Permit. Prior to the termination or expiration of this Lease, Director shall have
the right to require Tenant to file with the City an application for a Closure Permit for decontamination of
the site and investigation and removal of all Hazardous Materials in compliance with the Airport’s TI
Guide, the Airport Rules, and all Laws. The Closure Permit may require a plan for long-term care and
surveillance of any contamination allowed to remain at the Premises or Airport property and an
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acknowledgment of responsibility and indemnification for any and all Losses associated with any such
contamination. Without limiting the foregoing provision, City reserves the right to require Tenant to, and
in such event Tenant shall, at Tenant’s sole cost and expense, decontaminate the Premises and remove
any Hazardous Materials discovered during the Term, except those Hazardous Materials which constitute
Pre-Existing Conditions. Such removal shall be performed to the Director’s reasonable satisfaction.

18. EMINENT DOMAIN

18.1  Definitions. For purposes of this Section 18 the following capitalized terms shall have
the following meanings:

(a) “Award” means all compensation, sums or value paid, awarded or received for a
Taking, whether pursuant to Judgment agreement, settlement or otherwise.

(b) “Date of Taking” means the earlier of: (a) the date upon which title to the portion of
the Premises taken passes to and vests in the condemnor, and (b) the date on which Tenant is dispossessed

(¢) “Taking” means a taking or damaging, including severance damage, by eminent
domain, inverse condemnation or for any public or quasi-public use under applicable Laws. A Taking
may occur pursuant to the recordmg of a final order of condemnation, or by voluntary sale or conveyance
in lieu of condemnation or in settlement of a condemnation action.

18.2  General. If during the Term or during the period between the execution of this Lease and
the Commencement Date, any Taking of all or any part of the Premises or any interest in this Lease
occurs, the rights and obligations of the parties hereunder shall be determined pursuant to this Section 18.
City and Tenant intend that the provisions hereof govern fully in the event of a Taking and accordingly,
the Parties each hereby waives any right to terminate this Lease in whole or in part under Sections
1265.120 and 1265.130 of the California Code of Civil Procedure or under any similar Law now or
hereafter in effect.

18.3  Total Taking: Automatic Termination. If a total Taking of the Premises occurs, then this
Lease shall terminate as of the Date of Taking.

18.4  Partial Takmg; Election to Terminate.

(a) If a Taking of any portion (but less than all) of the Premises occurs, then this Lease
shall terminate in its entirety if all of the following exist: (a) the partial Taking renders the remaining
portion of the Premises untenantable or unsuitable for continued use by Tenant for the Permitted Use; (b)
the condition rendering the Premises untenantable or unsuitable either is not curable or is curable but City
is unwilling or unable to cure such condition; and (c) City elects to terminate.

(b) If a partial Taking of a matenal portion of the Terminal occurs, Clty shall have the
right to terminate this Lease in its entlrety

(¢) City’s elections to terminate this Lease pursuant to this Section 18 shall be exercised
by City’s giving notice to Tenant on or before the date that is one hundred twenty (120) days after the
Date of Taking, and thereafter this Lease shall terminate upon on the thirtieth (30th) day after such notice
is given,
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185 Tenant’s Monetary Obligations; Award. Upon termination of this Lease pursuant to an
election under Section 18.4 [Partial Taking; Election to Terminate] above, then: (a) Tenant’s obligation to
pay Base Rent shall continue up until the date of termination, and thereafter shall cease, and (b) City shall
be entitled to the entire Award in connection therewith (including any portion of the Award made for the
value of the leasehold estate created by this Lease), and Tenant shall have no claim against City for the
value of any unexpired term of this Lease, provided that Tenant may make a separate claim for
compensation, and Tenant shall receive any Award made specifically to Tenant, for Tenant’s relocation
expenses ot the interruption of or damage to Tenant’s business or damage to Tenant’s personal property.

18.6. Partial Taking; Continuation of Lease. If a partial Taking of the Premises occurs and this
Lease is not terminated in its entirety under Section 18.4 [Partial Taking; Election to Terminate] above,
then this Lease shall terminate as to the portion of the Premises so taken, but shall remain in full force and
effect as to the portion not taken, and the rights and obligations of the Parties shall be as follows: (a) the
Minimum Annual Guarantee shall be adjusted by Director to reflect the Taking, and (b) City shall be:
entitled to the entire Award in connection therewith (including, but not limited to, any portion of the
Award made for the value of the leasehold estate created by this Lease). Tenant shall have no claim
against City for the value of any unexpired Term of this Lease, provided that Tenant may make a separate
claim for compensation. Tenant shall retain any Award made specifically to Tenant for Tenant’s
relocation expenses or the interruption of or damage to Tenant’s business or damage to Tenant’s personal
property.

18.7  Temporary Takings. Notwithstanding anything to contrary in this Section, ifa Taking
occurs with respect to all or any part of the Premises for a limited period of time not in excess of one
hundred eighty (180) consecutive days, this Lease shall remain unaffected thereby, and Tenant shall
continue to pay Rent, and to perform all of the terms, conditions and covenants of this Lease. In the event
of such temporary Taking, City shall be entitled to receive any Award.

19. CITY AND OTHER GOVERNMENTAL PROVISIONS

19.1  Charter. This Lease shall be governed by and subject to the budget and fiscal provisions
of the Charter of the City and County of San Francisco and its' Municipal Codes (available at
www.sfgov.org). The policies described or referenced in this Lease are incorporated by reference as
though fully set forth in this Lease. The descriptions below are not comprehensive but are provided for
notice purposes only; Tenant is charged with full knowledge of each such ordinance and policy and any
related implementing regulations as they may be amended from time to time. Tenant understands and
agrees that its failure to comply with any provision of this Lease relating to any such code provision shall
be deemed a material breach of this Lease and may give rise to penalties under the applicable ordinance.
Capitalized or highlighted terms used in this Section and not defined in this Lease shall have the
meanings asctibed to them in the cited ordinance.

192  MacBride Principles - Northem Ireland. City urges companies doing business in
Northern Ireland to move towards resolving employment inequities, and encourages such companies to
abide by the MacBride Principles. The City and County of San Francisco urges San Francisco companies
to do business with corporations that abide by the MacBride Principles. By signing betow, the person
executing this agreement on-behalf of Tenant acknowledges that he or she has read and understood this
section. '

193  Tropical Hardwood and Virgin Redwood Ban. City urges companies not to import,
purchase, obtain or use for any purpose, any tropical hardwood, tropical hardwood wood product, virgin
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redwood or virgin redwood wood product. Except as expressly permitted by the application of

Sections 802(b) and 803(b) of the San Francisco Environmental Code, Tenant shall not provide any items
to the construction of Alterations, or otherwise in the performance of this Lease which are tropical
hardwoods, tropical hardwood wood products, virgin redwood, or virgin redwood wood products. In the
event Tenant fails to comply in good faith with any of the provisions of Chapter 8 of the San Francisco
Environmental Code, Tenant shall be liable for liquidated damages for each violation in any amount equal
to Tenant’s net profit on the contract, or five percent (5%) of the total amount of the contract dollars,
whichever is greater. '

19.4  No Representations. Tenant acknowledges and agrees that neither City nor any person on
behalf of City has made, and City hereby disclaims, any representations or warranties, express or implied,
regarding the business venture proposed by Tenant at the Airport, including any statements relating to the
potential success or profitability of such venture. Tenant represents and warrants that it has made an
independent investigation of all aspects of the business venture contemplated by this Lease and the
Permitted Use.

19.5  Effect of City Approvals. Notwithstanding anything to the contrary herein, Tenant
acknowledges and agrees that City is entering into this Lease as a landowner, and not as a regulatory
agency with police powers. Accordingly, any construction, alterations, or operations contemplated or
performed by Tenant hereunder may require further authorizations, approvals, or permits from

-governmental regulatory agencies, including the Airport’s Quality Control Department. Nothing in this

* Lease shall limit Tenant’s obligation to obtain such other authorizations, approvals, or permits. No
inspection, review, or approval by City pursuant to this Lease shall constitute the assumption of, nor be
construed to impose, responsibility for the legal or other sufficiency of the matter inspected, reviewed, or
approved. In particular, but without limiting the generality of the foregoing, in approving plans and
specifications for Alterations, City (a) is not warranting that the proposed plan or other action complies
with applicable Laws, and (b) reserves its right to insist on full compliance in that regard even after its
approval has been given or a permit has been issued. '

19.6  Limitation on Damages. Notwithstanding anything to the contrary herein, in no event
will City or any City Entity be liable to Tenant or any Tenant Entity for any consequential, incidental, or
special damages, or special damages, or lost revenues or lost profits.

19.7  Sponsor’s Assurance Agreement. This Lease shall be subordinate and subject to the
terms of any “Sponsor’s Assurance Agreement” or any like agreement heretofore or hereinafter entered
into by City and any agency of the United States of America.

19.8  Federal Nondiscrimination Regulations.

: (a) Tenant understands and acknowledges that City has given to the United States of
America, acting by-and through the Federal Aviation Administration, certain assurances with respect to
nondiscrimination, which have been required by Title VI of the Civil Rights Act of 1964, as effectuated
by Title 49 of the Code of Federal Regulations, Subtitle A - Office of the Secretary of Transportation, Part
21, as amended, as a condition precedent to the government making grants in aid to City for certain
Airport programs and activities, and that City is required under said Regulations to include in every
agreement or concession pursuant to which any person or persons other than City, operates or has the
right to operate any facility on the Airport providing services to the public, the following covenant, to

“which Tenant agrees as follows: “Tenant in its operation at and use of San Francisco International
Airport, covenants that (1) no person on the grounds of race, color, or national origin shall be excluded
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from participation in, denied the benefits of, or be otherwise subjected to discrimination in the use of said

facilities; (2) that in the construction of any improvements on, over, or under such land and the
furnishing of services thereon, no person on the grounds of race, color, or national origin shall be
excluded from participation in, denied the benefits of, or otherwise be subjected to discrimination, and
(3) that the grantee, licensee, permittee, etc., shall use the Premises in compliance with all other
requirements imposed by or pursuant to Title 49, Code of Federal Regulations, Subtitle A, Office of the
Secretary of Transportation, Part 21, Nondiscrimination in F ederally-Assisted Programs of the

Department of Transportation Effectuations of Title VI of the Civil Rights Act of 1964, and as said
regulations may be amended.” :

(b) (i) This agreement is subject to the requirements of the U.S. Department of
Transportation’s regulations, 49 CFR part 23. The concessionaire or contractor agrees that it will not
discriminate against any business owner because of the owner’s race, color, national origin, or sex in
connection with the award or performance of any concession agreement, management contract, or
subcontract, purchase or lease agreement, or other agreement covered by 49 CFR part 23. (ii) The
concessionaire or contractor agrees to include the above statements in any subsequent concession
agreement or contract covered by 49 CFR part 23 that it enters and cause those businesses to similarly
include the statements in the further agreements.

19.9  Federal Affirmative Action Regulations. Tenant assures that it will undertake an

affirmative action program as required by 14 CFR Part 152, Subpart E, to insure that no person shall on
the grounds of race, creed, color, national origin, or sex be excluded from participating in any :
employment activities covered in 14 CFR Part 152, Subpart E. Tenant assures that no person shall be
excluded on these grounds from participating in or receiving the services or benefits of any program or
activity covered by this subpart. Tenant assures that it will require that its covered sub-organizations

~ provide assurances to Tenant that they similarly will undertake affirmative action programs and that they

will require assurances from their sub-organizations, as required by 14 CFR Part 152, Subpart E, to the
same effect.

19.10 City’s Nondiscrimination Ordinance.

(a) Covenant Not to Discriminate. In the performance of this agreement, Tenant agrees
not to discriminate against any employee, City and County employee working with Permittee, applicant
for employment Tenant, or against any person seeking accommodations, advantages, facilities, privileges,
services, or membership in all business, social, or other establishments or organizations operated by
Tenant, on the basis of the fact or perception of a person’s race, color, creed, religion, national origin,
ancestry, age, height, weight, sex, sexual orientation, gender identity, domestic partner status, marital
status, disability or Acquired Immune Deficiency Syndrome or HIV status (AIDS/HLV status), or
association with members of such protected classes, or in retaliation for opposition to discrimination
against such classes. ' ' : '

(b) Subleases and Other Contracts. Tenant shall include in all subleases and other
subcontracts relating to the Premises hereunder a nondiscrimination clause in substantially the form of
subsection (a) above. In addition, Tenant shall incorporate by reference in all subleases and other
subcontracts the provisions of Sections 12B.2(a), 12B.2(c)-(k), and 12C.3 of the San Francisco
Administrative Code and shall require all subtenants and other subcontractors to comply with such

provisions. Tenant’s failure to comply with the obligations in this subsection shall constitute a material
breach of this Lease. »
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(c) Nondiscrimination in Benefits. Tenant does not as of the date of this Lease and will
not during the Term, in any of its operations in San Francisco, where the work is being performed for the
City, or elsewhere within the United States, discriminate in the provision of bereavement leave, family
medical leave, health benefits, membership or membership discounts, moving expenses, pension and
retirement benefits or travel benefits, as well as any benefits other than the benefits specified above,
between employees with domestic partners and employees with spouses, and/or between the domestic -
partners and spouses of such employees, where the domestic partnership has been registered with a
governmental entity pursuant to state or local law authorizing such registration, subject to the COl‘ldlthI‘lS
set forth in Section 12B.2(b) of the San Franmsco Administrative Code.

(d) HRC Form. Tenant hereby represents that prior to execution of this Lease (i) Tenant
executed and submitted to the Human Rights Commission of the City and County of San Francisco (the
“HRC”) the Chapter 12B Declaration: Nondiscrimination in Contracts and Benefits form (Form HRC-
12B-101), with supporting documentation, and (ii) the HRC approved such form.

(e) Penalities. The provisions of Chapters 12B and 12C of the San Francisco -
Administrative Code relating to nondiscrimination by parties contracting for the lease of City property are
incorporated in this Section by reference and made a part of this Lease as though fully set forth herein.
Tenant shall comply fully with and be bound by all of the provisions that apply to this Lease under such
Chapters of the Administrative Code, including but not limited to the remedies provided in such Chapters.
Without limiting the foregoing, Tenant understands that pursuant to Section 12B.2(h) of the San
Francisco Administrative Code, a penalty of $50 for each person for each calendar day during which such
person was discriminated against in violation of the provisions of this Lease may be assessed against
Tenant and/or deducted from any payments due Tenant.

19.11  Conflict of Interest. Through its execution of this Agreement, Tenant acknowledges that -
it is familiar with the provisions of section 15.103 of City's Charter, Article LI, Chapter 2 of City's
Campaign and Governmental Conduct Code, and sections 87100 et seq and sections 1090 et seq. of the
Government Code of the State of California, and certifies that it does not know of any facts which
constitute a violation of said provision and agrees that if it becomes aware of any such fact during the
term of this Agreement it shall immediately notify City/Landlord.

19.12  Prevailing Rates of Wage. Tenant shall abide by Airport Commission Policy
No. 80-0031, reduiring that Tenant pay prevailing rates of salaries, wages, and employee benefits, to its
employees working at San Francisco International Airport pursuant to this Lease.

19.13  Declaration Regarding Airport Private Roads. Tenant hereby acknowledges and agrees
that all roads existing at the date of execution hereof within the boundaries of the Airport, as shown on the
current official Airport plan and as it may be revised, are the private property and private roads of the City
and County of San Francisco, with the exception of that portion of the old Bayshore Highway which runs
through the southern limits of the City of South San Francisco and through the northern portion of the
Airport to the intersection with the North Airport Road as shown on said Airport Plan, and with the
exception of that portion of the North Airport Road which runs from the off and on ramps of the State
Bayshore Freeway to the intersection with said old Bayshore Highway as shown on said Airport Plan. It
further acknowledges that any and all roads hereafter constructed or opened by City within the Airport
boundaries will be the private property and road of City, unless otherwise designated by appropriate
- action.
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19.14 No Relocation Assistance; Waiver of Claims. Tenant acknowledges that it will not be a
displaced person at the time this Lease is terminated or expires by its own terms, and Tenant fully
releases, waives, and discharges forever any and all claims or other Losses, against and covenants not to -
sue City or any City Entity under any Laws, including any and all claims for relocation benefits or
assistance from City under federal and state relocation assistance laws. Without limiting Section 5
[Assignment or Subletting], Tenant shall cause any Transferee to expressly waive entitlement to any and
all relocation assistance and benefits in connection with this Lease. Tenant shall indemnify, defend, and

hold harmless City for any and all Losses arising out of any relocation assistance or benefits payable to
any Transteree.

19.15 Drug-Free Workplace. Tenant acknowledges that pursuant to the Federal Drug-Free
Workplace Act of 1988 (41 U.S.C §§ 701 et seq.), the unlawful manufacture, distribution, possession or
use of a controlled substance is prohibited on City or Airport premises. '

19.16 Compliance with Americans With Disabilities Act. Tenant acknowledges that, pursuant
to the ADA, programs, services and other activities provided by a public entity, whether directly or
through a contractor, must be accessible to the disabled public. Tenant shall provide the services
specified in this Lease in a manner that complies with the ADA and any and all other applicable federal,
state and local disability rights legislation. Tenant agrees not to discriminate against disabled persons in
the provision of setvices, benefits or activities provided under this Lease, and further agree that any
violation of this prohibition on the part of Tenant, its employees, agents or assigns shall constitute a
material breach of this Lease.

19.17  Sunshine Ordinance. In accordance with S.F. Administrative Code Section 67.24(e),

- contractors’ bids, responses to RFPs and all other records of communications between the City and
persons or firms seeking contracts shall be open to inspection immediately after a contract has been
awarded. Nothing in this provision requires the disclosure of a private person’s or organization’s net
worth ot other proprietary financial data submitted for qualification for a contract or other benefits until
and unless that person or organization is awarded the contract or benefit. Information provided which is
covered by this paragraph will be made available to the public upon request.

19.18 Pesticide Prohibition. Tenant shall comply with the provisions of Section 308 of
Chapter 3 of the San Francisco Environment Code (the “Pesticide Ordinance™) which (i) prohibit the use
of certain pesticides on City property, (ii) require the posting of certain notices and the maintenance of
certain records regarding pesticide usage and (jii) requite Tenant to submit to the Airport an integrated
pest management (“IPM”) plan that (a) lists, to the extent reasonably possible, the types and estimated
quantities of pesticides that Tenant may need to apply to the Premises during the terms of this Lease,

(b) describes the steps Tenant will take to meet the City’s [PM Policy described in Section 300 of the
Pesticide Ordinance and (c) identifies, by name, title, address and telephone number, an individual to act
as the Tenant’s primary IPM contact person with the City. In addition, Tenant shall comply with the
requirements of Sections 303(a) and 303(b) of the Pesticide Ordinance.

19.19  First Source Hiring Ordinance. Tenant shall comply with the San Francisco First Source
Hiring Ordinance (Board of Supervisors Ordinance No. 264-98, as amended from time to time) and
related progran and work in cooperation with the Airport Commission Office of Employment and
Community Partnerships pursuant to the First Source Hiring Agreement entered into between the Airport
" Cominission and the Tenant concurrently herewith, and incorporated herein by reference.
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19.20 Labor Peace/Card Check Rule. Without limiting the generality of other provisions herein
requiring Tenant to comply with all Airport Rules, Tenant shall comply with the Airport’s Labor
Peace/Card Check Rule, adopted on February 1, 2000, pursuant to Airport Commission Resolution

‘No. 00-0049 (the “Labor Peace/Card Check Rule™). Capitalized terms not defined in this provision are
defined in the Labor Peace/Card Check Rule. To comply with the Labor Peace/Card Check Rule, Tenant
shall, among other actions: (a) Enter into a Labor Peace/Card Check Agreement with any Labor
Organization which requests such an agreement and which has registered with the Airport Director or
his/her designee, within thirty (30) days after the Labor Peace/Card Check Agreement has been requested;
(b) Not less than thirty (30) days prior to the modification of this Lease, Tenant shall provide notice by
mail to any Labor Organization or federation of labor organizations which have registered with the
Director or his/her designee (“registered labor organization”), that Tenant is seeking to modify or
extend this Lease; (¢) Upon issuing any request for proposals, invitations to bid, or similar notice, or in
any event not less than thirty (30) days prior to entering into any Subcontract, Tenant shall provide notice
to all registered labor organizations that Tenant is seeking to enter into such Subcontract; and (d) Tenant
shall include in any subcontract with a Subcontractor performing services pursuant to any Covered
Contract, a provision requiring the Subcontractor to comply with:the requirements of the Labor
Peace/Card Check Rule. If Airport Director determines that Tenant shall have violated the Labor
Peace/Card Check Rule, Airport Director shall have the option to terminate this Lease, in addition to
exercising all other remedies available to him/her.

19.21 Requiring Minimum Compensation.

(a) Tenant agrees to comply fully with and be bound by all of the provisions of the
Minimum Compensation Ordinance (MCO), as set forth in San Francisco Administrative Code Chapter
12P (Chapter 12P), including the remedies provided, and implementing guidelines and rules. The
provisions of Chapter 12P are incorporated herein by reference and made a part of this Agreement as
though fully set forth. The text of the MCO is available on the web at www.sfgov.org/olse/mco. A
partial listing of some of Tenant's obligations under the MCO is set forth in this Section. Tenant is
required to comply with all the provisions of the MCO, irrespective of the listing of obligations in this
Section. '

(b) The MCO requires Tenant to pay Tenant's employees a minimum hourly gross
compensation wage rate and to provide minimum compensated and uncompensated time off. The
minimum wage rate may change from year to year and Tenant is obligated to keep informed of the then-
current requirements. Any subcontract entered into by Tenant shall require the subcontractor to comply
with the requirements of the MCO and shall contain contractual obligations substantially the same as
those set forth in this Section. It is Tenant’s obligation to ensure that any subcontractors of any tier under
this Agreement comply with the requirements of the MCO. If any subcontractor under this Agreement
* fails to comply, City may pursue any of the remedies set forth in this Section against Tenant.

(¢) Tenant shall not take adverse action or otherwise discriminate against an employee or
other person for the exercise or attempted exercise of rights under the MCO. Such actions, if taken within
90 days of the exercise or attempted exercise of such rights, will be rebuttably presumed to be retaliation
prohibited by the MCO. -

(d) Tenant shall maintain employee and payroll records as required by the MCO. If
Tenant fails to do so, it shall be presumed that the Tenant paid no more than the minimum wage required
under State law.
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(e) The City is authorized to inspect Tenant’s premises and conduct interviews with
employees and conduct audits of Tenants. ’

(f) Tenant's commitment to provide the Minimum Compensation is a material element
of the City's consideration for this Agreement. The City in its sole discretion shall determine whether
such a breach has occurred. The City and the public will suffer actual damage that will be impractical or
extremely difficult to determine if the Tenant fails to comply with these requirements. Tenant agrees that
the sums set forth in Section 12P.6.1 of the MCO as liquidated damages are not a penalty, but are
reasonable estimates of the loss that the City and the public will incur for Tenant's noncompliance. The

procedures governing the assessment of liquidated damages shall be those set forth in Section 12P.6.2 of
Chapter 12P. ’

(g) Tenant understands and agrees that if it fails to comply with the requirements of the
MCO, the City shall have the right to pursue any rights or remedies available under Chapter 12P
(including liquidated damages), under the terms of the contract, and under applicable law. If, within 30
days after receiving written notice of a breach of this Agreement for violating the MCO, Tenant fails to
cure such breach or, if such breach cannot reasonably be cured within such period of 30 days, Tenant fails
to commence efforts to cure within such period, or thereafter fails diligently to pursue such cure to
completion, the City shall have the right to pursue any rights or remedies available under applicable law,
including those set forth in Section 12P.6(c) of Chapter 12P. Each of these remedies shall be exercisable
_ individually or in combination with any other rights or remedies available to the City.

(h) Tenant represents and warrants that it is not an entity that was set up, or is being
used, for the purpose of evading the intent of the MCO. :

' (i) If Tenant is exempt from the MCO when this Agreement is executed because the
cumulative amount of agreements with this department for the fiscal year is less than $25,000, but Tenant
later enters Tenant an agreement or agreements that cause Tenant to exceed that amount in a fiscal year,
Tenant shall thereafter be required to comply with the MCO under this Agreement. This obligation arises
on the effective date of the agreement that causes the cumulative amount of agreements between the
Tenant and this department to exceed $25,000 in the fiscal year.

1922  Airport Intellectual Property. Pursuant to Resolution No. 01-0118, adopted by the
Airport Commission on April 18, 2001, the Airport Commission affirmed that it will not tolerate the
unauthorized use of its intellectual property, including the SFO logo, CADD designs, and copyrighted
publications. All proposers, bidders, contractors, tehants, permittees, and others doing business with or at
the Airport (including subcontractors and subtenants) may not use the Airport intellectual property, or any
intellectual property confusingly similar to the Airport intellectual property, without the Airport
Director’s prior consent.

: 19.23 Requiring Health Benefits for Covered Employees. Tenant agrees to comply fully with

and be bound by all of the provisions of the Health Care Accountability Ordinance (HCAO), as set forth
in San Francisco Administrative Code Chapter 12Q, including the remedies provided, and implementing
regulations, as the same may be amended from time to time. The provisions of Chapter 12Q are
incorporated by reference and made a part of this Agreement as though fully set forth herein. The text of
the HCAO is availablé on the web at www sfgov.org/olse. Capitalized terms used in this Section and not
defined in this Agreement shall have the meanings assigned to such terms in Chapter 12Q.
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(a) For each Covered Employee, Tenant shall provide the apprdpnate health benefit set
forth in Section 12Q.3 of the HCAO. If Tenant chooses to offer the health plan option, such health pian
shall meet the minimum standards set forth by the San Francisco Health Commission.

(b) Notwithstanding the above, if the Tenant is a small business as defined in
Section 12Q.3 of the HCAO, it shall have no obligation to comply with part (a) above.

(c) If, within 30 days after receiving written notice of a breach of this Lease for violating
the HCAO, Tenant fails to cure such breach or, if such breach cannot reasonably be cured within such 30-
day period, Tenant fails to commence efforts to cure within such period, or thereafter fails to diligently
pursue such cure to completion, the City shall have the remedies set forth in-Section 12Q.5(f). Each of
these remedies shall be exercisable individually or in combination with any other rights or remedies
available to the City.

(d) Any Sublease or Contract regarding services to be performed on the Premises entered’
into by Tenant shall require the Subtennat or Contractor and Subcontractors, as applicable, to comply
with the requirements of the HCAO and shall contain contractual obligations substantially the same as
those set forth in Chapter 12Q of the Administrative Code. Tenant shall notify the Purchasing
Department when it enters into such a Sublease or Contract and shall certify to the Purchasing

. Department that it has notified the Subtenant or Contractor of the obligations under the HCAQO and had™
imposed the requirements of the HCAO on the Subtenant or Contractor through written agreement with
such Subtenant or Contractor. Tenant shall be responsible for ensuring compliance with the HCAO for
each Subtenant, Contractor and Subcontractor performing services on the Premises. If any Subtenant,
Contractor or Subcontractor fails to comply, the City may pursue the remedies set forth in Section 12Q.5
of the Administrative Code against Tenant based on the Subtenant's, Contractor's, or Subcontractor's
failure to comply, provided that the Contracting Department has ﬁrst provided Tenant with notice and an
opportunity to cure the violation.

(¢) Tenant shall not discharge, reprimand, penalize, reduce the compensation of, or
otherwise discriminate against, any employee for notifying the City of any issue relating to the HCAO,
for opposing any practice proscribed by the HCAO, for participating in any proceedings related to the
HCAO, or for seeking to assert or enforce any rights under the HCAO by any lawful means.

(f) Tenant represents and warrants that it is not an entity that was set up, oris being
used, for the purpose of evading the requirements of the HCAO. :

(g) Tenant shall keep itself informed of the requirements of the HCAO, as they may
change from time to time.

, (h) Upon request, Tenant shall provide reports to the City in accordance with any’
reporting standards promulgated by the City under the HCAO, including reports on Subtenants,
Contractors, and Subcontractors.

i) Wlthm ten (10) busmess days of any request, Tenant shall provide the City with
access to pertinent records relating to any Tenant's compliance with the HCAO. In addition, the City and
its agents may conduct random audits of Tenant at any time during the Term. Tenant agrees to cooperate
with City in connection with any such audit. '
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(j) If a Contractor or Subcontractor is exempt from the HCAO because the amount
payable to such Contractor or Subcontractor under all of its contracts with the City or relating to City-
owned property is less than $25,000.00 (or $50,000.00 for nonprofits) in that fiscal year, but such
Contractor or Subcontractor later enters into one or more agreements with the City or relating to City-
owned property that cause the payments to such Contractor or Subcontractor to equal or exceed

$75,000.00 in that fiscal year, then all of the Contractor's or Subcontractor's contracts with the City and
" relating to City-owned property shall be thereafter subject to the HCAQ. This obligation arises on the
effective date of the agreement that causes the cumulative amount of agreements to equal or exceed
$75,000.00 in the fiscal year. " :

19.24 Notification of Limitations on Contributions. San Francisco Campaign and
Governmental Conduct Code (the “Conduct Codé”™) Section 1.126 prohibits any person who contracts
with the City for selling or leasing any land or building to or from the City whenever such transaction
would require the approval by a City elective officer or the board on which that City elective officer .
serves, from making a contribution to such an officer, or candidate for such an office, or committee
controlled by such officer or candidate at any time from the commencement of negotiations for such
contract until the termination of negotiations for such contract or three months has elapsed from the date
the contract is approved by the City elective officer, or the board on which that City elective officer
serves. San Francisco Ethics Commission Regulation 1.126-1 provides that negotiations are commenced
when a prospective tenant first communicates with a City officer or employee about the possibility of
obtaining a specific contract. This communication may occur in person, by telephone or in writing, and
may be initiated by the prospective tenant or a City officer or employee. Negotiations are completed
when a lease is finalized and signed by the City and the Tenant. Negotiations are terminated when the
City and/or the prospective tenant end the negotiation process before a final decision is made to award the
contract. '

. 19.25 Food Service Waste Reduction Ordinance. Tenant agrees to comply fully with and be
bound by all of the provisions of the Food Service Waste Reduction Ordinance, as set forth in
Environment Code Chapter 16, including the remedies provided, and implementing guidelines and rules.
By entering into this Lease, Tenant agrees that if it breaches this provision, City will suffer actual
damages that will be impractical or extremely difficult to determine; further, Tenant agrees that the sum
of one hundred dollars ($100.00) liquidated damages for the first breach, two hundred dollars ($200.00)
liquidated damages for the second breach in the same year, and five hundred dollars ($500.00) liquidated
damages for-subsequent breaches in the same year is a reasonable estimate of the damage that City will -
incur based on the violation, established in light of the circumstances existing at the time this Lease was
made. Such amounts shall not be considered a penalty, but rather agreed monetary damages sustained by
City because of Tenant's failure to comply with this provision.

1926 Wages and Working Conditions. If applicable, Tenant agrees that any person performing
{abor in the construction of-any Alterations or Improvements to the Premises, which Tenant provides
under this Lease, shall be paid not less than the highest prevailing rate of wages as required by
Section 6.22(E) of the Administrative Code, shall be subject to the same hours and working conditions,
and shall receive the same benefits as in each case are provided for similar work performed in San
Francisco, California. Tenant shall include in any contract for construction of such Alterations or
Improvements a requirement that all persons performing labor under such contract shall be paid not less |
than the highest prevailing rate of wages for the labor so performed. Tenant shall require any contractor
to provide, and shall deliver to City upon request, certified payroll reports with respect to all persons
performing labor in the construction of such Alterations or Improvements to the Premises.

~40-

LEASE: Airport Advertising Lease ,
TENANT: Clear Channel Outdoor, Inc. dba Clear Channel Airports



19.27  Prohibition of Tobacco Sales and Advertising. Tenant acknowledges and agrees that no
sales or advertising of cigarettes or tobacco products is allowed on the Premises. This advertising
prohibition includes the placement of the name of a company producing, selling or distributing cigarettes
or tobacco products or the name of any cigarette or tobacco product in any promotion of any event or
product. This advertising prohibition does not apply to any advertisement sponsored by a state, local,
nonprofit or other entity designed to (i) communicate the health hazards of cigarettes and tobacco
products, or (ii) encourage people not to smoke or to stop smoking.

19.28 Prohibition of Alcoholic Beverages Advertising. Tenant acknowledges and agrees that
no advertising of alcoholic beverages is allowed on the Premises. For purposes of this section, "alcoholic
beverage" shall be defined as set forth in California Business and Professions Code Section 23004, and
shall not include cleaning solutions, medical supplies and other products and substances not intended for
drinking. This advertising prohibition includes the placement of the name of a company producing,
selling or distributing alcoholic beverages or the name of any alcoholic beverage in any promotion of any
event or product. This advertising prohibition does not apply to any advertisement sponsored by a state, .
local, nonprofit or other entity designed to (i) communicate the health hazards of alcohiolic beverages, (ii)
. encourage people not to drink alcohol or to stop drinking alcohol, or (iii) provide or publicize drug or
alcohol treatment or rehabilitation services.

1929 Resource-Efficient Facilities and Green Building Requirements. Tenant agrees to
comply with all applicable provisions of Environment Code Chapters 7 and 13C relating to resource-
efficiency and green building design requirements.

19.30 Multi-Employer Bargaining Group Participation. Tenant agrees and acknowledges that a
muiti-employer bargaining group is an established mechanism for employers to bargain collectively with
any lawful labor organization representing its employees in an appropriate bargaining unit in conformity

“with the Airport Commission’s labor peace/card check agreement. Tenant will maintain membership in
the Airport Restaurant Employers Council or its successor multi-employer bargaining group, and further
agrees to become a party to, and be bound by, a collective bargaining agreement for its operations under
this Lease in the event a collective bargaining agreement is negotiated on behalf of its employees
authorizing, by majority determination through the labor peace/card check resolution or otherwise, the
negotiation of such collective bargaining agreement. Tenant agrees to be an active member of the Airport
Restaurant Employers Council or its successor multi-employer bargaining group by attending and
participating in the groups meetings.

20. GENERAL PROVISIONS

20.1  Notices. Except as otherwise specifically provided in this Lease, any notice, consent,
request, demand, or other correspondence given under this Lease shall be in writing and given by
delivering the notice in person or by commercial courier, or by sending it by first-class mail, certified
mail, return receipt requested, or overnight courier, return receipt requested, with postage prepaid, to: (a)
Tenant at Tenant’s Notice Address; or (b) City at City’s Notice Address; or (c) such other address as
either Tenant or City may designate as its new address for such purpose by notice given to the other in
accordance with this Section. Any notice hereunder shall be deemed to have been given and received and
effective two (2) days after the date when it is mailed, if sent by first-class, certified mail, one day after
the date when it is mailed if sent by overnight courier, or upon the date personal delivery is made. For
convenience of the parties, copies of notices may also be given be facsimile to the number set forth in the
Summary or such other number as may be provided from time to time; however, neither party may give
official or binding notice by facsimile.
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20.2  No Implied Waiver. No failure by either party to insist upon the strict performance of
any obligation of the other party under this Lease or to exercise any right, power or remedy consequent
upon a breach thereof shall constitute a waiver of any such breach or of such term, covenant or condition.
No.express written waiver of any default or the performance of any provision hereof shall affect any other
default or performance, or cover any other period of time, other than the default, performance or period of
time specified in such express waiver. '

20.3  Entire Agreement. The parties intend that this Lease (including all of the attached
exhibits, which are made a part of this Lease) shall be the final expression of their agreement with respect
to the subject matter hereof and may not be contradicted by evidence of any prior or contemporaneous
written or oral agreements or understandings. The parties further intend that this Lease shall constitute
the complete and exclusive statement of its terms and that no extrinsic evidence whatsoever (including
prior drafts hereof and changes therefrom) may be introduced in any judicial, administrative or other legal
proceeding involving this Lease.

20.4  Amendments. Except as specifically provided herein, neither this Lease nor any term or
provisions hereof may be changed, waived, discharged or terminated, except by a written instrument

signed by the party against which the enforcement of the change, waiver, discharge or termination is
sought. ‘ '

20.5 Interpretation of Lease. The captions preceding the articles and sections of this Lease

"and in the table of contents have been inserted for convenience of reference only and such captions shall

in no way define or limit the scope or intent of any provision of this Lease. This Lease has been
negotiated at arm’s length and between persons sophisticated and knowledgeable in the matters dealt with
herein and shall be interpreted to achieve the intents and purposes of the parties, without any presumption
against the party responsible for drafting any part of this Lease. Provisions in this Lease relating to -
number of days shall be calendar days. Use of the word “including” shall mean “including, without
limitation.” References to statutes, sections, ordinances or regulations are to be construed as including all
statutory, ordinance, or regulatory provisions consolidating, amending, replacing, succeeding or
supplementing the statute, section, ordinance or regulation. Whenever the singular number is used in this
Lease and when required by the context, the same includes the plural, the plural includes the singular, and
the masculine gender includes the feminine and neuter genders, and the word “person” shall include
corporation, partnership, firm, limited liability company, and association.

20.6  Successors and Assigns. Subject to the provisions of Section 5 [Assignment or
Subletting], the terms, covenants and conditions contained in this Lease shall bind and inure to the benefit

of Tenant and City and, except as otherwise provided herein, their personal representatives and successors
and assigns.

20.7 '~ No Third-Party Beneficiaries. There are no third-party beneficiaries to this Lease.

20.8  No Joint Venture. It is expressly agreed that City is not, in any way or for any purpose, a
partner of Tenant in the conduct of Tenant’s business or a member of a joint enterprise with Tenant, and
does not assume any responsibility for Tenant’s conduct or performance of this Lease. ’

209  Brokers. Neither party has had any contact or dealings regarding the leasing of the
Premises, nor any communication in connection therewith, through any licensed real estate broker or
other person who could claim a right to a commission or finder’s fee in connection with the lease
contemplated herein. In the event that any broker or finder perfects a claim for a commission or finder’s
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fee based upon any such contact, dealings or communication, the party through whom the broker or finder
makes his/her claim shall be responsible for such commission or fee and shall indemnify, defend, and
hold harmless the other party from any and all Losses incurred by the indemnified party in defending
against the same. The provisions of this Section shall survive any termination or expiration of this Lease:

20.10  Severability. Ifany provision of this Lease or the application thereof to any person,
entity or circumstance shall, to any extent, be invalid or'unenforceable, the remainder of this Lease, or the
application of such provision to persons; entities or circumstances other than those as to which it is
invalid or unenforceable, shall not be affected thereby, and each other provision of this Lease shall be
valid and be enforceable to the full extent permiited by law.

20.11  Governing Law. This Lease shall be construed and enforced in accordance with the laws
of the State of California and the Charter of the City and County of San Francisco.

20.12  Attorneys’ Fees. In the event that either City or Tenant fails to perform any of its
obligations under this Lease or in the event a dispute arises concerning the meaning or interpretation of
any provision of this Lease, the defaulting party or the party not prevailing in such dispute, as the case
may be, shall pay any and all costs and expenses incurred by the other-party in enforcing or establishing
its rights hereurider (whether or not such action is prosecuted to judgment), including, without limitation,
court costs and reasonable attorneys’ fees. For purposes of this Lease, reasonable fees of attorneys of
City’s Office of the City Attorney shall be based on the fees regularly charged by private attorneys with
the equivalent number of years of experience in the subject matter area of the law for which the City
Attorney’s services were rendered who practice in the City of San Francisco in law firms with
approximately the same number of attorneys as employed by the Office of the City Attomey. Without
limiting the generality of the foregomg, Tenant shall also pay all costs and expenses incurred by City
related to City’s participation in or monitoring of any Tenant bankruptcy, insolvency, or similar
proceeding involving creditors’ rights generally and any proceeding ancillary thereto. This Section shall
survive expiration or earlier termination of this Lease.

20.13 Cumulative Remedies. All rights and remedies of either party hereto set forth in this
Lease shall be cumulative, except as may otherwise be provided herein.

20.14 Time of Essence. Time is of the essence with respect to all provisions of this Lease in
which a definite time for performance is speciﬁed.

20.15 Reservatlons by City. City may (a) at any tlme upon reasonable advance written or oral
notice, enter the Premises to show the Premises to prospective tenants or other interested parties, to post
notices of non-responsibility, to re-measure the Premises, to repair any part of the Premises or adjoining
areas, to install equipment for adjoining areas, and for any other lawful purpose; (b) without advance
notice, enter the Premises to conduct an environmental audit, operational audit, or general inspection, or
in an emergency. City shall use reasonable efforts to minimize disruption in Tenant’s business. Such
entry shall not constitute a forcible or unlawful entry into or a detainer of the Premises, or an eviction,
actual or constructive of Tenant from the Premises. City reserves the exclusive right to use all areas of the
Airport not comprising the Premises, and the exterior walls and roofs the Premises. City reserves the
exclusive right to use such areas together with the right to install, maintain, use, repair, and replace pipes,
ducts, conduits, wires, columns, and structural elements serving other parts of the Airport in and through
the Premises. This reservation in no way affects maintenance obligations imposed in this Lease.
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20.16  Survival of Indemnities. Expiration or termination of this Lease shall not affect the right
of either party to enforce any and all indemnities and representations and warranties given or made to the
other party under this Lease, nor shall it effect any provision of this Lease that expressly states it shall
survive termination hereof. Each party hereto specifically acknowledges and agrees that, with respect to

" each of the indemnities contained in this Lease, the indemnitor has an immediate and independent
obligation to defend the indemnitees from any claim which actually or potentially falls within the
indemnity provision even if such allegation is or may be groundless, fraudulent or false, which obligation

- arises at the time such claim is tendered to the indemnitor by the indemnitee. Further, Tenant’s obligation
to make payments to City in respect of accrued charges (including those which have not yet been billed)
and to make repairs (including those relating to the return of the Premises to City) which are accrued at
the expiration or earlier termination of this Lease shall survive the expiration or earlier termination of this
Lease. ' ' :

70.17 Quiet Enjoyment and Title. Tenant, upon paying the Rent hereunder and performing the
covenants hereof, shall peaceably and quietly have, hold and enjoy the Premises and all appurtenances
during the full Term as against all persons or entities claiming by and through City. Tenant expressly
acknowledges that Tenant’s right to quiet possession of the Premises does not preclude City’s right to
make changes and additions to the Airport, including the Premises, and to do work in the Premises as
permitted by this Lease. '

20.18  No Right of Redemption. Tenant waives any right of redemption or reinstatement of
Tenant under any present or future case law or statutory provision (including Code of Civil Procedure
Sections 473 and 1179 and Civil Code Section 3275) in the event Tenant is dispossessed from the

Premises for any reason. This waiver applies to future statutes enacted in addition or in substitution to the
statutes specified herein. ' : ' ’

20.19  Accord and Satisfaction. The payment by Tenant or the receipt by City of a lesser
amount than the rent stipulated in this Lease may be, at City’s sole option, deemed to be on account of the
earliest due stipulated rent, or deemed to be on account of rent owing for the current period only,
notwithstanding any iristructions by or on behalf of Tenant to the contrary, which instructions shall be
null and void, and no endorsement or statement on any check or any letter accompanying any such check
or payment will be deemed an accord and satisfaction, and City may accept such check or payment
without prejudice to City’s right to recover the balane€ of such rent or payment or pursue asyother -~ ...
. remedy available in this Lease, at law or in otherwise, including possession of the Premises. City may o
accept any partial payment from Tenant without invalidation of any contractual notice required to be
given herein (to the extent such contractual notice is required) and without invalidation of any notice
given or required to be given pursuant to applicable law. In such event, if City shall receive any such
partial payment after it shall have commenced an action against Tenant, City may amend its action as
contemplated by Section 1161.1(c) of the California Civil Code to reflect any such partial payment, and
no such payment shall limit any of City’s rights to continue the action. ‘

2020 Joint and Several Liability. The liabilities hereunder of the entities and/or person(s)
comprising Tenant shall be joint and several.

20.21 Estoppel Statements. Within ten (10) days after request therefor by City, Tenant shall
deliver, in recordable form, an estoppel statement certifying that this Lease is in full force and effect; the
_ date of Tenant’s most recent payment of Rent, and that Tenant has no defenses or offsets outstanding, or
stating those claimed, and any other information reasonably requested. Failure to deliver said statement
within the specified period shall be conclusive upon Tenant that: (i) this Lease is in full force and effect,
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without modification except as may be represented by City; (ii) there are no uncured defaults in City’s
performance and Tenant has no right of offset, counterclaim or deduction against Rent hereunder; and
(iii) no more than one month’'s Base Rent has been paid in advance. Notwithstanding the conclusiveness
of Tenant’s failure to deliver such statement, Tenant’s failure shall constitute a breach of this Lease.

20.22 Authority. If Tenant signs as a corporation, a limited liability company, or a partnership,
“ each of the persons executing this Lease on behalf of Tenant does hereby covenant and warrant that
Tenant is a duly authorized and existing entity, that Tenant has and is duly qualified to do business in
California, that Tenant has full right and authority to enter into this Lease, and that each and all of the
persons signing on behalf of Tenant are authorized to do so. Upon City’s request, Tenant shall provide
City evidence reasonably satisfactory to City confirming the foregoing representations and warranties.

2023  Consents. If City is required to reasonably grant consent or approval, but does not do so,
Tenant’s sole and exclusive remedy is to seek specific performance and in no event will City be liable for
any monetary damages.

20.24 QOptions Personal. If and to the extent Tenant has an option to extend the Term of this’
Lease, such option is personal-to the original Tenant and may be exercised only by the original Tenant
while occupying the Premises who does so without the intent of thereafter making any Transfer, and may
not be exercised by or assigried, voluntarily or involuntarily, by or to any person or entity other than
Tenant, unless the foregoing prohibition is waived by Director. The options, if any, herein granted to
Tenant are not assignable separate and apart from this Lease, nor may any option be separated from thlS
Lease in any manner, either by reservation or otherwise.

20.25 Countegparts. This Lease may be executed in two or more counterparts, each of which
shall be deemed an original, but all of which taken together shall constitute one and the same instrument.

11/

1
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@Rﬁ .-

IN WITNESS WHEREOF, the parties have executed this Lease as of the Effective Date.

TENANT: Clear Channel Outdoor, Inc. d/b/a Clear Channel

[signatories to also initial Summary] Airports,

a Delaware corporation

By:_ @‘/Mﬂﬂ /Z/LLAP ‘

Name: Renee Krug

(type or print)

Title: _Chief Financial Officer

CITY: CITY AND COUNTY OF SAN FRANCISCO,
[signatories to also initial Summary] a municipal corporation, _
' acting by and through its Airport Commission

"AUTHORIZED BY
AIRPORT COMMISSION

Resolution No.: 12-0231

Adoptéd: October 30, 2012

Attest:

Secretary o
Airport Comynission™” ..
APPROVED AS TO FORM:
DENNIS J. HERRERA, '
City Attorney

By:
Deputy City Attorne

X:\TENANTS\ClearChanncl\Agreements\L 12-0231 v1-11-13.doex

®

John L. Martin
- Airport Director
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LIST OF EXHIBITS

EXHIBIT A — Description of Premises
EXHIBIT B - Use and Operational Requirements
EXHIBIT C-1 -~ Form of Performance Bond

EXHIBIT C-2 - Form of Letter o_f Credit
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: EXHIBIT A = '
' _ : PREMISES

Iniﬁally, a total of 179 AdVertising locations at San Francisco International Airport, as listed below.

Static and digital advertising in the following areas:
e Pre-security terminal wall, column and floor locations in ticket lobbies, connectors, arrival areas,
tunnels, Air Train Bridges and Air Train Stations.
Post-security wall and floor locations in boarding areas and connectors
On Airport-owned baggage carousels .
On Tenant-provided Lodging, Transportation and Attractions Boards/Kiosks and Clocks
Rental Car Center '

Six (6) exhibit areas measuring no more than 10’ x 10°, as follows:
e 2 location each in Terminals 1 and 2
"o 2 locations each in Terminal 3
e 2 locations each in the International Terminal

Seven (7) Lodging, Transportation and Attractions Boards located on the Arrivals Level:
e 2 locations in Terminal 1 '
e 1 location in Terminal 2
e 2 locations in Terminal 3

2 locations the International Terminal

Exhibit A —Page 1
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General Desc:: pt:onl of

| . Locatlon
A & G Parklng Garage Connector
GarConn-A101 A garage connector Mini Spectacular
GarConn-G101 G garage connector Mini Spectacular
Terminal 1 South, Departures Level
T1-B0O1 BA/B, Alaska Lounge 80" Digital
T1-B004 BA/B, near Gate 21 Diorama
T1-B0O05 BA/B, across Gate 24 Diorama
T1-BO06 BA/B, near Gate 24 Diorama
T1-B011 BA/B, hallway leading to Gates 26-31 80" Digital
T1-C001 BA/C in Gates 41/43 holdroom Non-Lit TFD
T1-C002 BA/C in Gates 41/43 holdroom Non-Lit TFD
T1-C003 BA/C in Gates 40/42 holdroom Non-Lit TFD
T1-C004 BA/C in Gates 40/42 holdroom Non-Lit TFD
T1-C005 BA/C in Gates 40/42 holdroom Non-Lit TFD
T1-C006 BA/C in Gates 44/46 holdroom Non-Lit TFD
T1-C007 BA/C in Gate 46 holdroom Non-Lit TFD
T1-C008 BA/C in Gate 46 holdroom Non-Lit TFD
T1-B101 BA/B, hallway leading to Gates 32-36 80" Digital
T1-B301 BA/B escalator . 1x5 Digital Video Soffit
T1-C302 BA/C escalator 2x5 Digital Video Soffit
T1-B501 . BA/B checkpoint Non-Lit TFD
T1-601 entrance fo Terminal 2 connector Non-lit TFD
T1-B602 BA/B checkpoint Large Format LED Static Backlit
T1-B603 BA/B checkpoint Large Format LED Static Backlit
T1-602 Terminal 1, above Just Desserts ~ Non-lit TFD
T1-C605 Se° Foomoe T BA/C checkpoint Large Format LED Static Backiit
T1-CB06 S0 Foomoe T BA/C checkpoint Large Format LED Static Backlit
T1-C502 See Footnote 1 Exit out of BA/C Wall Wrap

| T1-B801 | BA/B next to Alaska Lounge Spectacular -
' | T1-901 Yo Footnote 2 | TBD (not shown on map) Exhibit
T1-B951 pre-security of BA/B Clock Sponsorship
T1-C952 pre-security of BA/C Clock Sponsorship

" Terminal 1 South Conc

ourse Lower Level Baggage Claim

Spectacular

BA/C Arrivals

T1-Arr001 BA/B, Arrivals

T1-Arr006 BA/B, Arrivals Mini-Spectacular
T1-Arr008 BA/B, Arrivals Spectacular
T1-Arr009 Spectacular
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SFO Location Number

 General Descnptron of

.Location Lo
-BA/C Arrivals, by Delta baggage carousels

T1-Arr014 "~ Spectacular

T1-Arr101 BA/B, Arrivals Mini-Spectacular

T1-Arr102 BA/B, Arrivals "~ Mini-Spectacular

T1-Arr104 BA/B, Arrivals (Alaska baggage carousels) Mini-Spectacular

T1-Arr202 BA/C, Arrivals (by Carousel 16) Spectacular

T1-Arr301 BA/C, baggage claim to garage connector | Non-iit TFD v J
[ T1-Arr351 old BA/A to baggage claim | Non-lit TFD ‘ |

T1-LTAO0O1 T1, middle Hotel Board / Video Wall

T1-LTAQ02 T1, near BA/C Hotel Board / Video Wall

Terminal 3 North, Departures Level

T3-007 BA/F, across ticket counter Spectacular
T3-008 BA/F, across ticket counter Spectacular
T3-010 BA/F, across ficket counter 80" Digital
T3-F001 BA/F, by Gordon Biersch 80" Digital
T3-F002 BA/F, by UA Lounge 80" Digital
T3-FO03 BA/F, b/w Gates 82 and 84 Diorama
T3-F004 BA/F, b/w Gates 82 and 84 Diorama
T3-F005 BA/F, near Gate 85 80" Digital
T3-FO06 BA/F, biw Gates 81 and 83 Diorama
T3-FO007 BAJF, b/w Gates 81 and 83 Diorama
T3—01 8 BAJ/F, across ticket counter Diorama
T3-019 BAJF, across ticket counter Diorama
T3-020 BA/F, across ticket counter Diorama
T3-023 T3 a|rl|ne ticket counter, near main security 80" Digital
T3-F0O08 BAF Hub end of waikway, exiting pier 1x4 Digital Video Stripe
T3-F009 BA/F, beginning of moving walkway

1x4 Digital Video Stripe

T3_11mr

NEW- 73 BA/E Lobby, seatlng
(PENDING)

T3.112°° FoomotE 3

NEW - T3 BA/E Lobby, seating
(PENDING)

T3-F202

BAJ/F, near Gate 84

Spectacular

l T3_21m5

NEW - T3, BA/E Lobby (PENDING) I

l

T3-301 T3-ITB North Connector Large Format LED Static Backiit
T3-F302 T3 post-security, across Gate 70 2x3 Digital Video Soffit

| T3-F303 BAJF; across Gate 73 ‘ | 2x3 Digital Video Soffit. - J
T3-511 BA/F, near Gate 75 secured connector Non-lit TFD
T3-501 end of BA/F, pre-security Non-lit TFD~
T3ITBN-501 T3-IT North Connector, by sec chkpt "Non-lit TFD
T3-502 T3, north end across from F3 checkpoint » Large Format LED Static Backlit
T3-503 T3, at F3 checkpoint Non-iit TFD
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“T3-F551

BA/F, 81

; b
Column Fagade TFD

T3-F552 BAJF, Gate 82 Column Fagade TFD
T3-F553 BA/F, Gate 83 Column Fagade TFD
T3-F554 BA/F, Gate 84 Column Facade TFD
T3-F555 BA/F, Gate 86 Column Fagade TFD
T3-F556 BA/F, Gates 87-90 Column Fagade TFD
T3-F557 - BAJF, Gates 87-90 Column Fagade TFD
T3-F558 BA/F, Gates 87-90 Column Fagade TFD
T3-F512 BA/F, Gate 79 Non-lit TFD

T3-F513 BA/F, Gate 76 Non-lit TFD

T3-F514 BA/F Hub (octagon) Core Hanging Banner
T3-F801 BA/F, b/w Gates 83 and 85 4x4 Digital-Video Wall
T3-F802 BA/F Hub 3x10 Digital Video Wall (+Row)
T3-801 S8 Focmoes NEW - BA/E Pending -

T3-FgQ2 S°° Foomoe2 Exhibit

TBD (not shown on map)

T3-F903 BA/F Hub Core Lounge/Charging Station
T3-F951 near Gate 81 Clock Sponsorship
T3-F952 near Gate 80 Clock Sponsorship
T3-F953 BA/F Hub, towards Thumb Clock Sponsorship
T3-F954 BA/F Hub, towards Long Finger Clock Sponsorship

Terminal 3 North, Lower Level Baggage Claim

T3-Arr002 BA/F, baggage claim Spectacular
T3-Arr004 S Foomoe 3 NEW - above carousel 15, dbl sided 70 digital
‘ (PENDING)
T3-Arr005 5% Foonoe3 NEW - above carousel 14, dbl sided 70" digital
(PENDING)
T3-Arr006 ¢ Foomee 3 NEW - above carousel 11 north, single 70" digital
sided (PENDING)
T3-Arr007 e Foomoe 3 NEW - above carousel 11 north, single 70" digital
. sided (PENDING)
T3-Arr00g 5S¢ Foomoes NEW - above carousel 10, dbl sided 70" digital
(PENDING)
T3-Arr00 % Foonoe 3 NEW - above carousel 9, dbl sided 70" digital
(PENDING) ‘
T3-Arr101 BA/F, baggage claim Mini-Spectacular
T3-Arr103 BA/F, baggage Claim, escalator Mini-Spectacular
T3-Arr104 BA/F, baggage Claim, escalator Mini-Spectacular
T3-Arr201 BA/F, baggage claim Spectacular
T3-Arr301 , BAF/G Non-Lit TFD
T3-Arr302 5% Toomoes NEW - escalator to parking connector Non-Lit TFD

(PENDING)

T3-Arr501

BA/F

L Non-Lit TFD
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General Desc'riptiql'i vt‘)fv |

'SFO Location Number  Adv. Type

Location ‘ o
T3-LTAQ03 T3, north end Hotel Board / Video Wall
T3-LTAO004 T3, near BA/E Hotel Board / Video Wall

ITB; BA/A; BA/G Departures Level
ITG-001 BA/G, near Gate G94 80" Digital
ITG-003 BA/G, near Gate G93 Diorama
ITG-005 'BA/G, near Gate G895 Diorama
ITG-008 BA/G, near Gate G98 Spectacular
ITA-001 BAJA, near Gate A1 Spectacular
ITA-002 BA/A, near Gate A2 80" Digital

ITA-003 BAJA, near Gate A3 Diorama
ITA-006 BA/A, near Gate A4 Spectacular
ITA-007 BA/A, near Gate A5 Diorama
ITA-501 FID WRAPS A Side Large Format LED Static Backlit

- ITA-502 : FID WRAPS A Side Large Format LED Static Backlit
ITA-503 ) v FID WRAPS A Side Large Format LED Sfatic Backlit
ITG-501 FID WRAPS G Side Large Format LED Static Backlit
ITG-502 ‘ ' FID WRAF’S G Side Large Format LED Static Backlit
ITG-503 FID WRAPS G Side Large Format LED Static Backlit
ITG-504 ' FID WRAPS G Side . Large Format LED Static Backlit
ITG-201 BA/G, near Gate G96 Spectacular
ITG-202 BA/G, near Gate G96 " 4x4 Digital Video Wall
ITA-203 BA/A, near Gate A3 4x4 Digital Video Wall
ITA-204 BA/A, near Gate A2 Spectacular

[ IT-904 SeeToomor2 TBD TENTATIVE; shown on ITA map Exhibit
[T-906 S° Foomoe 2 TBD TENTATIVE; not shown on map Exhibit
ITG-951 ITG, near Gate G94 Clock Sponsorship
ITG-952 ITG, near Gate G91 Clock Sponscrship
ITB-953 ~ |TB, near InMotion Clock Sponsorship
ITB-954 ITB, retail corridor Clock Sponsorship
ITB-955 ITB, South food court Clock Sponsorship
ITA-956 BA/A, near Gate A6 Clock Sponsorship

International Terminal Lower Level Customs Baggage

Claims ' '

ITB1-FIS001 ITB-FIS, on baggage carousei 2 SGL-Sided 70" Digital -

_ ITB1-FIS002 ITB-FIS, on baggage carousel 2 SGL-Sided 70" Digital
1TB1-FIS003 ITB-FIS, on baggage carousel 2 SGL-Sided 70" Digital
ITB1-FIS010 ITB-FIS, on baggage carousel 5 SGL-Sided 70" Digital
ITB1-FIS011 ITB-FIS, on baggage carousel 5 SGL-Sided 70" Digital
ITB1-FIS012 ITB-F!S, on baggage carousel 5 SGL-Sided 70" Digital

LEASE: Airport Advertising Lease
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&2 L.ocatio y De pcatio O pe
ITB1-FI1S028 : ITB-FIS, on baggage carousel 11 SGL-Sided 70" Digital
ITB1-FI1S029 ITB-FIS, on baggage carousel 11 SGL-Sided 70" Digital
ITB1-FIS030 ITB-FIS, on baggage carousel 11 SGL-Sided 70 Digital
ITB1N-501 ITG Connector Non-lit TFD
ITB1N-502 ITG Connector Non-lit TFD
ITB1N-503 ITG Connector Non-lit TFD
ITB1S-506 v . ITA Connector , Non-lit TFD
TB15-507 ITA Connector " Non-it TFD
ITB1S-508 - ITA Connector Non-lit TFD
ITBN-Car571 Carousel 3 carousel wrap , Bagg C_)ardusel wrap
ITBN-Car572 Carousel 9 carousel wrap Bagg Carousel wrap
[TBN-LTA005 _ ITB North Hotel Board / Video Wall
ITBS-LTA006 ITB South Hotel Board / Video Wall
Terminal 2
T2-Post001 T2 post-security, Gate 59 holdroom 80" Digital
T2-Post002 T2 post-security, near Lark Creek Grill 80" Digital
. restaurant
T2-Pre501 T2 Lobby TFD (American) Non-lit TFD
T2-Pre502 T T2 Lobby TFD (Virgin America) Non-lit TFD
T2-Post503 T2 post-security, to jetbridge (Gate 59) - Non-lit TFD
T2-Post504 T2 post-security, to jetbridge (Gate 50) Non-lit TFD
T2-Arr505 , T2 Arrivals, north end (American) Large Format LED Static Backlit
T2-Arr506 T2 Arrivals, south end (Virgin) Large Format LED Static Backlit
T2-Arr507 : T2 Arrivals baggage carousel (American) Large Format LED Static Backiit
T2-Arr508 T2 Arrivals baggage carousel Large Format LED Static Backlit
_ (Virgin America) _
T2-90s5 See Footnote 2 TENTATIVE post-security seating area, Floor exhibit
: across Gate 54
“T2-LTA007 | T2 Arrivals Hotel Board
Platform Level & Airtrain Station
AIRTT1-001 71, bri‘dge : ' Pedestal Diorama
AIRTT1-002 : T1, bridge ’ Pedestal Diorama
AIRTT3-009 T3. bridge _ : ‘ Pedestal Diorama
AIRTT3-010 : T3. bridge : Pedestal Diorama
AIRTT2-017 T2, bridge ‘ Pedestal Diorama
AIRTT2-018 : T2, bridge : ‘ Pedestal Diorama
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| General Descriptionof Location ~ Adv.Type

Rental Car Center :
RCC-4FL106 | RCC, 4th floor, north end o | LTA Board
RCC-1FL501 RCC, 1st floor, north end Static, non-lit TFD
RCC-2FL502 RCC, 2nd floor, north end . ) . - Static, non-lit TFD
RCC-2FL503 RCC, 2nd floor, south end Static, non-lit TFD
RCC-3FL504 ' RCC, 3rd floor, north end Static, non;lit TFD
RCC-3FL505 RCC, 3rd floor, south end ‘ Static, non-lit TFD
RCC-4FL506 RCC, 4th floor, south end Static, non-lit TFD

Footnote 1} o cations impacted by the Air Traffic Control Tower (ATCT) project. These locations will be removed. |
Footnote2 | seations are pending.
Footnote3 _ | ocations are part of the BA/E Project. These locations are yet to be finalized. -

*The final approval for each location dimension and Advertising equipment will be granted or
denied by the Design Review Committee and the Bureau of Construction and Engineering.
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EXHIBIT B |
- . USE AND OPERATIONAL REQUIREMENTS

1 v REQUIRED USE: On a non-exclusive basis, Tenant shall install, manage, operate, maintain,
and display commercial advertising using advertising mediums as generally found in airports and
subject to the approval by the Airport Director.

A. All Advertising Equipment and content must be approved by the Alrport Director before
being installed in each location. All advertising content must satisfy the requirements of the
Airport’s Advertising Policy, as the same may be amended from time to time. Tenant shall
‘not display any advertisements that:

- Contains profanity or obscenity;

- Promotes the use or sale of tobacco or alcohol;

- Promotes the use or sale of pornography;

- Promotes the use or sale of weapons;

- Promotes unlawful goods or services;

- Promotes or encourages unlawful conduct;

- Promotes or encourages “Adult” oriented goods or services (e.g. adult books, stores, adult
video stores, films rates “X”, adult telephone services, adult internet sites, etc.);

- Contains political or campaign speeches;

- Implies or declares an endorsement by the City and County of San Francisco, without
prior authorization of the City and County of San Francisco;

- Contains any material in violation of allocable laws, including and without limitation to
laws regulating copyrights, trademarks, and other forms of intellectual property;

- Is deceptive or misleading;

- Depicts (through words or photos) explicit sexual acts or sexual suggestions; -

- Depicts (through words) acts of violence;

- Is demeaning or disparaging;

- Contains ANY reference to the Transportation Security Administration (“TSA™);

- Contains disparaging remarks against airports or services provided by airports and/or
airlines (e.g. luggage handling, ticketing, security, etc.);

- Contains words which common sense dictates, in the discretion of the City, should not be

" broadcasted inside an airport facility (e.g. killer bomb, terrorist, etc.)/ '

B. Tenant will provide, at minimum, ten (10) locatlons for the Airport’s marketing and
promotional program. :

C. For the Lodging Transportation and Attractions (“LTA”) Boards , Tenant shall only
allow ground transportation operators which are environmentally responsible
companies to advertise on the LTA Boards. Tenant shall verify with the Alrport
whether or not a ground transportation operator is environmentally responsible
ptior to signing a contract with such ground transportation operator.

D. Forexhibit areas, Tenant is allowed a footprint of up to 10° by 10’ to promote client’s
product or service. In the exhibit areas, Tenant and its client may not sell their produéts or
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services. Tenant is responsible for infrastructure needs of clients. Client cannot compete
with existing operators.

_ Use best efforts to utilize equipment/investment that are environmentally sustainable.

Designs of advertising equipment will include:
- Life cycle considerations: recycled materials content, and end of life recyclability
- Energy efficiency: lighting (LED< photocell dimmers, etc.) and monitors and
dynamic displays ' -
- Finishes and adhesives: low VOC paint finishes, low VOC adhesives, screws not
glues .
- Printing, reproduction: water-based inks and substrates selection

2) OPTIONAL USE: Tenant, at its own option, may provide advertising, on a non-exclusive basis,

oon:
A.

Phone apps — Clear Channel has upgraded its mobile app, FlySmart™ 2.0. Upgrades
include increased number of airports - more than 100 airports, including international
destinations, more detailed maps, push alerts, flight tracking w/ multiple segments,
integrated directories, dynamic concession promotions. The push alert feature, which
requires passengers to enter their travel information once, sends alerts to passengers as to
when they should proceed to their gate or any changes to their flight. This feature
concentrates on proximity marketing and helps passengers locate concessions near them.
Social media, such as Facebook and Twitter _

WiFi — Tenant may work out a deal with the Airport’s courtesy WiFi provider, which is
currently Advanced Wireless Group, LLC. '

Upsell customer service. Work with concessionaire to upsell their merchandise or
promote their services. :

3) DESIGN AND CONSTRUCTION

A.
B.

All Tenant Advertising Equipment will undergo a design review approval. v
Transition team will consist of a senior operations manager, construction consultant/technical
representative, operations general manager, sales general manager and a local sales manager
as well as several sub-contractors consisting of technical engineering and design, public
relations, architectural design, general contractor and electrical contractor, with support from
Tenant’s corporate office, including engineering, design, accounting, graphics and
administration. :

Tenant’s contractors will attend pre-construction meetings to review airport’s requirements
and design guidelines. Tenant’s contractors will be badged or escorted appropriately and will
comply with all construction, safety, security and insurance requirements.

Delivery of equipment and staging will be coordinated with Tenant’s local team and Airport
staff prior to installation schedule and agreed-upon dates. '

Existing display with electrical service will be disconnected and capped to meet building
code. Displays will be dismantled and removed for off-site recycling.

For new displays, power will be reconfigured and new display will be installed and electric
will be re-energized along with any required data. Any repairs to the wall or floors will be
completed to match or complement existing terminal finishes. All power and data will be
provided according to building code.
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4)  PRICING STRUCTURE.

Group

| Monthly Base Rate

Dloramas B

Sgeetacular

E Prémrum

Value

Floor Exhibit

' Premiumy:

- Value -

- Sponsor hlp Clock

3) . OPERATIONS.

A. Upon completion of transition/build-out, the following team will remain to manage the
operation: senior operations manager, operational general manager, sales general manager,
and local sales manager, as well a5 collections, accountmg, graphws and administration team
from corporate office. This team will facilitate all on-going maintenance, repairs, inventory
management and releases, inspections, meetings with clients and agencnes sales

presentatlons content installation and removal.

LEASE Airport Advertising Lease

TENANT Clear Channel Outdoor, Ine. 'dba.Clear Chamnel Airports
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B. After award of the Lease and approved by the Airport Director, Tenant will hold a launch
event to invite largest buyers of airport advertising and local and regional business leaders for
the launch of San Francisco International Airport’s new advertising program. Launch event
‘will include dynamic presentations, demonstrations and tours. Immediately following the
launch, renderings, fly-through animations, rates, maps, market information and
specifications will be distributed electronically to Tenant's world network.

Multiple launch webinars will be held for Tenant’s sales force so all offerings are clear.
Tenant will adhere to SFO’s policies and procedures at all times.

Tenant shall provide all service maintenance, replacements and cleaning of all Tenant fixtures
and other advertising space as required to maintain them in “as new” condition.

Tenant shall have a personnel on-site starting at 7:00 a.m., which provides ten-hour-a-day full
time presence during peak times and available 24 hours, seven days, 365 days a year with a
minimum 24-hour response time. '

moO

e

Exhibit B — Page 4

LEASE: Airport Advertising Lease
* TENANT: Clear Channel Qutdoor, Inc. dba Clear Channel Airports



| l ___ AIRPORT ADVERTISING STANDARDS | |

The following is the Airport Advertising Standards Policy, approved by the Airport Commission on

June6,°2000. Tenant must abide by the Airport Advertising Standards Policy, as amended from time to

time. ' '

‘1. Three weeks prior to posting, all proposed and advertising graphic designs shall be submitted to the
Director or his designee for review and approval. T he designs must be submitted in sufficient detail
to determine the content and final general appearance of the advertisement.

-2, Any advertisement that does riot comply with the standards as set forth by the Airport in #4, shall be
rejected.

3. The subject matter of all advertising shall be limited to those advertisements which propose a
commercial transaction. (“Commercial Transaction” does not include political or religious views.)

4. Advertisements may not be displayed which:
a. Advertise alcohol or tobacco products
b. Relate to an illegal activity'
c. Depict violence or contain words or images that arouse anger, alarm or reise‘ntment in others
d. Advertise services in direct competition with the Airport’s business objectives
e. Contain obscene matter as that term is defined in California Penal Code § 311(a) or contain
' statements or words of an obscene, indecent or immoral character, or any picture or
illustration of the human figure in such detail as to offend public morals or decency.
f.  Are false, misleading or deceptivé

2. Relate to gambling

h. Contain material that is offensive to the ordinary person.
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N EXHIBIT C-1
FORM OF PERFORMANCE BOND FOR AIRPORT LEASES '

(Surety)
KNOW ALL MEN BY THESE PRESENT:
That we, ' ' , as Principal, and
' , a corporation duly organized and existing under and by virtue of the laws of the
State of , as Surety, are held and firmly bound unto the City and County of San

Francisco, acting by and through its Airport Commission, as Obligee, in the sum of

Dollars ($ ) lawful money of the United States of America, to
be paid to the City and County of San Francisco, acting by and through its Airport Commission, for -
which payment, well and truly to be made, we bind ourselves, our heirs, executors and successors, jointly
and severally, firmly by these presents. '

WHEREAS, the Principal has entered into one or more leases, permits, or agreements with the
City and County of San Francisco, Airport Commission (collectively, the “Agreements”).

NOW, THEREFORE, the condition of this obligation is such that if the Principal shall perform
all terms of the Agreements (which by reference are made a part hereof), including the payment of rent or
fees, in accordance with the terms of such Agreements, then this obligation shall be null and void,
otherwise to remain in full force and effect; and shall be effective

This bornd may be called upon by Obligee by a notice sent to the Surety in person or by registered
. mail, overnight mail, overnight courier service, or other courier service sent to our offices at:

Any such call by Obligee shall include a statement signed by the Airport Director of the Airport
Commission of the City and County of San Francisco, or his/her designee, to the effect that any of the
following events has occurred or is continuing:

" a) Principal has defaulted under one or more of the Agreements; or

b) Principal has become insolvent, or has taken the benefit of any present or future
insolvency statute, or has made a general assignment for the benefit of creditors, or has
filed a voluntary petition in bankruptcy, or a petition or answer seeking an arrangement for
its reorganization, or the readjustment of its indebtedness under the federal bankruptcy
laws, or under any other law or statute of the United States or any state thereof, or any
jurisdiction available to Principal, or has consented to the appointment of a receiver,
trustee, or liquidator of any or substantially all of its property; or

¢) A petition under any of the federal bankruptcy laws or an action under any present or
future insolvency law or statute has been filed against Principal; or

~d) This bond is cancelled, terminated, or not renewed, and City has not received an
acceptable replacement letter of credit or bond at least thirty (30) days prior to the
cancellation, termination, or expiration date. :
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We shall honor and pay on such call within ten (10) days after receipt.

We shall give you notice in writing by registered mail at least forty-five (45) days prior to the
cancellation date, termination date or expiration date of this bond, if any is stated, of our intention to
“cancel, terminate, or non-renew this bond. In the event we fail to give such notice promptly, then this

bond shall be deemed renewed for an additional one-year period.

Signed; sealed and dated this __ day of ,20

Principal: By:

Title:
Seal:
Surety By:
Company:
' Title:
Seal:

(Attach Notary Public Certificate and Attomey-in-Fact form)
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EXHIBIT C-2
FORM OF LETTER OF CREDIT FOR AIRP

ORT LEASES

Date

Irrevocable Letter of Credit No.

Airport Commission

City and County of San Francisco

Att’n: Deputy Director, Business & Finance
San Francisco [nternational Airport
International Terminal, No. Shoulder Bldg., 5/F
PO Box 8097

San Francisco, CA 94128

Ladies and Gentlemen:

We hereby establish an-irrevocable letter of credit in your favor in the amount of
United States Dollars (US$ . ) for the

account of ( “Account Party”), available by your draft at sight, when
accompanied by the following document:

A statement signed by the Airport Director of the Airport Commission of the City and
County of San Francisco, or his/her designee, to the effect that any of the following events has
occurred or is continuing:

a) " Account Party has defaulted under the one or more agreements with the City and County
of San Francisco, acting by and through its Airport Commission at San Francisco
International Aitport; oF

b) Account Party has become insolvent, or has taken the benefit of any present or future
insolvency statute, or has made a general assignment for the benefit of creditors, or has
filed a voluntary petition in bankruptcy, or a petition or answer seeking an arrangement for
its reorganization, or the readjustment of its indebtedness under-the federal bankruptcy
laws, or unider any other law or statute of the United States or any state thereof, or any
jurisdiction available to Account Party, or has consented to the appointment of a receiver,
trustee, or liquidator of any or substantially all of its property; or

c). A petition under any of the federal bankruptcy laws or an action under any present or
future insolvency law or statute has been filed against Account Party; or

d) This letter of credit is cancelled or not renewed, and City has not received an acceptable
replacement letter of credit or bond at least thirty (30) days prior to the cancellation or
expiration date.
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Drafts drawn under and in compliance with the terms of this letter of credit will be duly honored
by us upon presentation and delivery of the statement specified above. Partial draws are permitted. Such
drafts may be presented in person or by registered mail, overnight mzul overnight courier service, or other
courier service sent to our offices at:

We shall give you notice in writing by registered mail at least forty-five (45) days prior to the
cancellation date or expiration date of this letter of credit, if any.is stated, of our intention to cancel or
non-renew this letter of credit. In the event we fail to give such notice promptly, then this letter of credit
shall be deemed renewed for an additional one-year period. Notwithstanding the foregoing, this letter of
credit shall finally expire on ,20_.

Sincerely,
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BOARD

January 29, 2013 dIIFEs -

Ms. Angela Calvillo

Clerk of the Board

Board of Supervisors

-City Hall

1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102-4689

Subject: Approval of the Airport Advertising Lease No. 12-0231, between Clear
: Channel Outdoor, Inc. dba Clear Channel Airports and the City and County
of San Francisco, acting by and through its Airport Commission

Dear Ms. Calvillo:

Pursuant to Section 9.118 of the City Charter, | am forwarding for the Board of
Supervisors’ approval the Airport Advertising Lease No.12-0231, between Channel
Outdoor, Inc. dba Clear Channel Airports, and the City and County of San Francisco,
acting by and through its Airport Commission.

Five sets of the following documents are enclosed for review:
e Board of Supervisors Resolution;. o

Approved Airport Commission Resolution No. 12-0231;

Ethics Forms SFEC-126 for the Board of Supervisors;

Ethics Forms SFEC-126 for the Mayor's Office; and

Copy of Airport Advertising Lease No. 12-0231.

Please contact Nanette Hendrickson of Airport Revenue Development and
Management at (650) 821-4500 if you have questions or concerns regarding this matter.

Very truly yours,

N &WWTJ’(Z |

Jean Caramatti
Commission Secretary

Enclosures

ce: Nanette Hendrickson

AIRPORT COMMISSION CITY AND COUNTY OF SAN FRANCISCO

EDWIN M. LEE LARRY MAZZOLA LINDA S. CRAYTON ELEANOR JOHNS RICHARD J. GUGGENHIME PETER A. STERN JOHN L. MARTIN
MAYOR PRESIDENT VICE PRESIDENT : AIRPORT DIRECTOR

Post Office Box 8097 San Francisco, California 94128 Tel 650.821.5000 Fax 650.821.5005 www.flysfo.com
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coalition for economic equity

March 4, 2013

San Francisco Board of Supervisors
City Hall

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102-4689

'Re: SFO Advertising RFP
Dear Honorable Supervisors:

The Coalition for Ecanomic Equity (CEE) for over 30+ years has been a strong advocate for small,
minority and woman owned business participation in City contracts, including concession leases. We’d
like to take this opportunity to highlight San Francisco International Airport’s “out of the box” approach
in maximizing local community and business engagement in the RFP for SFO Advertising Lease.

The CEE is pleased to see the extent to which the Airport made its desires clear to proposers that their
proposals were expected to include diverse concepts and local owners, and that this RFP goal would be
seriously considered as part of the contract award decision. The Airport’s creative approach, in turn,
spawned innovative proposals in response. As we understand it, one proposer introduced a way to
utilize technology as a tool to provide advertising exposure of the City’s smaller and diverse businesses
to the incoming Airport travelers. This opens up a major advertising medium for small businesses to
millions of San Francisco’s visitors that would otherwise be out of their economic reach.

In addition, we see the engagement of small women owned professional firms like Davis & Associates
who will have exposure to mainstream advertising and marketing germane to airport operations, giving
the firm the opportunity to expand capacity and access new markets. It is this type of response to the
City’s expectations that personifies the letter, and more importantly the spirit of the City’s LBE and Small
Business programs. '

In closing, we offer “kudos” to the Airport and its leadership for representing the City’s commitment to
our small and diverse local businesses- the life blood and the authentic character of San Francisco!
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Rosaves Law Partnegrs LLP
February 28,2013

Honorable Members of the Board of Supervisors
c/o Angela Calvillo, Clerk

San Francisco, City Hall

1 Dr. Carlton B. Goodlett Place, Room 244

San Francisco, CA 94102-4698

Re: Supplemental item to Exhibit J to J CDecaux North America, Inc. Protest _Letter'
Dear Supervisors:

On February 8, 2013, the undersigned, on behalf of JCDecaux North Amenca Inc. presented
correspondence and supporting documentation entitled: “Protest to the Airport Commission’s Award of
the SFO Advertising Lease to Clear Channel Airports” (hereinafter “JCDecaux Protest”). Exhibit J to that
JCDecaux Protest is identified as “Summary of Clear Channel’s practices at other Airports” and describes
Clear Channel’s business practices with the City of Los Angeles and ongoing litigation mvolvmg Clear
Channel and the City of Los Angeles in the California Court of Appeal.

Attached to this letter is a February 23, 2013 Los Angeles Times online news article' stating that
Clear Channel has provided notice to Los Angeles of its intent to pursue a '$100MM claim against the city
if the city complies with the Court’s decision to remove illegal digital signs erected by Clear Channel
across Los Angeles.

We ask that this news article be considered a supplemental to JCDecaux Protest’s Exhibit J, filed
with the Board.of Supervisors’ Clerk Office on F ebruary 8, 2013. I enclose eleven courtesy copies for

- Board members.

Sincerely,

ce: City Attorney Dennis Herrera
John L. Martin, Airport Director
Hon. Airport Commission, ¢/o Jean Caramatti, Secretary
Sheryl Bregman, Airport General Counsel
Harvey Rose, Board of Supervisors Budget Analyst
Bemard Parisot, Co-CEOQ, JCDecaux

! Source: http://latimesblogs.latimes. com/lanow/2013/O2/digita1—billboafd—compa.ny—issues-100-million-threat-against—la html

433 California Street, Suite 630 * San Francisco, CA g4104 * (415) 986-4760 Office " (415) 766-4510 Fax
_ www.rosaleslawpartners.com
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Rosartes Law PaRTNERSLLP <
March 4, 2013 N

Mara E. Rosales
mara@rosaleslawpartners.com

Honorable Members of the Board of Supervisors
c/o Angela Calvillo, Clerk of the Board

San Francisco, City Hall

1 Dr. Carlton B. Goodlett Place, Room 244

San Francisco, CA 94102-4698

Re: Written Statement of Susana Razo in Support of JCDecaux North America, Inc. Protest Letter

Dear Supervisors:

On February 8, 2013, the undersigned, on behalf of JCDecaux North America, Inc., presented
correspondence and supporting documentation entitled: “Protest to the Airport Commission’s Award of
- the SFO Advertising Lease to Clear Channel Airports” (hereinafter “JCDecaux Protest”).

Attached to this letter is a written statement by Susana Razo wherein she provides a first-hand
account of SFO’s presentation at the non-mandatory Informal Conference for the SFO Advertising Lease
RFP regarding the Minimum Annual Guarantee (“MAG”) scoring issue, as well as her interpretation that
the historical data provided in the RFP did not support a MAG offer higher than the Minimum Acceptable
Financial Offer. While Ms. Razo is not available to appear on March 6, 2013, she can be reached by
telephone or she may be able to appear in person on another date and time that is convenient.

We ask that Ms. Razo’s statement be considered in support of JCDecaux Protest, filed with the
Board of Supervisors’ Clerk Office on February 8, 2013. I enclose eleven courtesy copies for Board
members.

Sincerely,

/o el

Mara E. Rosgles

cc: City Attorney Dennis Herrera
John L. Martin, Airport Director
Hon. Airport Commission, c/o Jean Caramatti, Secretary
Sheryl Bregman, Airport General Counsel
Harvey Rose, Board of Supervisors Budget Analyst
Bernard Parisot, Co-CEO, JCDecaux

433 California Street, Suite 630 * San Francisco, CA 94104 * (415) 986-4760 Office ¢ (415) 766-4510 Fax '
www.rosaleslawpartners.com




March 1, 2013

President David Chiu

Supervisor Mark Farrell, Finance Committee Chair
Honorable Members of the Board of Supervisors

1 Dr. Cariton B. Goodlett Place, Room 244

San Francisco, CA 94102-4689

Re:  Written Statement of Susana Razo
SFO Airport Advertising Lease (item #7: 130072 Budget and Finance Committee)

Dear Members of the Board of Supervisors:

{ provide you with this written statement of the following facts from my own, first-hand, knowledge. | apologize that |
cannot personally attend the hearing for the Board of Supervisors refating to this matter on March 6, 2013, but | have
another obligation that requires my presence on that day.

] am a public refations professional, with over 15 years of experience in sfrategic planning, program development,
communications and community/stakeholder/client engagement. In the past three years, | have been working with a
large public utility as a public relations consultant, developing and execufing public relations and communication
strategies. In that role, | facilitate and help my clients prepare for meetings that require public comment.

On May 10, 2012, | personally attended the informal Pre-proposal Conference for the SFO Advertising Lease
Request for Proposals on behaif of AstraPacific. AstraPacific was interested in responding to the Request for
Proposal (RFP) for the Airport's advertisement contracting opportunity.

At the conference, on May 10, 2012, the presenter, Gigi Ricasa, made her presentation with the help of PowerPoint
slides. She did not deviate from the PowerPoint presentation, and in fact, she read directly from the slides. Also, '
attendees at the Informal Conference were instructed to submit any and afl queétions farmally and in writing.
Consequently, no information was presented at the Conference that was not part of the PowerPoint presentation.

At the Conference, Ms. Ricasa shared only what was already staied in the RFP. New information was not presented.
| am confident of this because of my own experience with public meetings and knowledge of presentation styles.

| distinctly recall that Ms. Ricasa only reiterated what was listed in the written RFP with regard to the scoring of the
Minimum Annual Guarantee amount. She did not present any new information or provide any additional scoring

~ methodology for the Minimum Annual Guarantee that was not included in the Airport's writien Request for Proposal.
Based on the Request for Proposal and the information received at the Informal Conference, | understood that ifa
proposer satisfied the Minimum Annual Financial Offer, the proposer would get the full amount of points for the MAG
category. It was never suggested orally or otherwise that a competitive advantage could be gained by exceeding the
MAG.
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My client ultimately declined to pursue the Airport's advertising opportunity. During our discussions regarding
whether to submit a proposal, AstraPacific never contemplated exceeding the Minimum Acceptable Financial Offer
identified in the Request for Proposal, because an analysis of the available data simply did not support a guarantee
of income to the Airport in an amount beyond the Minimum Acceptable Financial Offer of $7 Million. This was
reinforced by the tour we received of San Francisco Airport's advertising spaces. Moreover, the data provided
showed gross annual receipts averaged approximately $9 Million. The overall advertising market experienced an
increase in 2011, which was reflected in an increase in revenue for that year. When projecting income for an 8-year
lease period it would not be prudent to base projected eamings on one year for a variety of reasons, included
amongst them, the adverfising market's sensitivity to financiat markets and catastrophic events.

Please accept this written statement in lieu of my personal appearance before your honorable Board.

Sincerel

"3

“Susana _
(415) 810-8717
razosusana@gmail.com

cc: John L. Martin, Airport Director
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January 29, 2013

San Francisco Board of Supervisors
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102

RE: SFO Airport Advertising Lease

To Whom It.May Concern:

I am happy to provide a letter of reference for Clear Channel Airports (CCA) to the San Francisco Board
of Supervisors. The staff at CCA has worked closely with San Jose International Airport to delivera-
comprehensive and quality advertising program. CCA has been a reliable performer with a professional
and cooperative attitude. / '

CCA has operated at the San Jose Mineta International Airport since 2007. During this period, Clear
Channel Airports has met both their MAG and capital obligations generating over $25 million in revenue
for the City of San Jose. Many businesses have struggled since the 2008 economic collapse and CCA was
not immune to the downturn. However, under these unique unforeseeable circumstances, Clear
Channel continued to perform under the terms and conditions set forth in their contract.

It is with great pleasure that | recommend Clear Channel Airports for the advertising program at SFO.

Sincerely,—

William F. Sherry, A.A.
Director of Aviation

CITY OF &
SAN JOSE

1701 Airport Boulevard, Suite B-1130 = San José, CA 95110-1206 e« Tel 408.392.3600 » Fax 408.441.4591 « www.flysanjose.cam CAPITAL OF SILICON VALLEY



RosavLes Law ParTners LLP

February 8, 2013

Mara E. Rosales
mara@rosaleslawpartners.com

Honorable David Chiu ,

President, San Francisco Board of Supervisors
City Hall ' o
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA -94102-4689

Honorable Dennis J. Herrera

City Attorney

City Hall :

1 Dr. Carlton B. Goodlett Place, Room 234
San Francisco, CA 94102-4689

Re:  JCDecaux’s Protest to the Airport Commission’s Award of the SFO Advertising
Lease to Clear Channel Airports

Dear Supervisor Chiu and City Attorney Herrera:

The undersigned represents JCDecaux North America Inc. (“JCDecaux”). We understand
that the Airport Commission has submitted a proposed resolution seeking the Board of Supervisors’
(“Board”) action on the Commission’s October 30, 2012 award of the SFO Advertising Lease
(“Lease”) to Clear Channel Airports (“Clear Channel™). This letter and its attachments constitute
JCDecaux’s protest to the Airport Commission’s requested action. A similar protest was presented to,
and denied, by the Airport Commission.

- Under Charter Section 9.118(c) “any lease of real property...having an anticipated revenue to
the City and County of one million dollars or more...shall first be approved by resolution of the
Board of Supervisors.” (Emphasis added.) The Board of Supervisors’ authority under this Charter
section is plenary: it may agree or disagree, in whole or in part, with the Commission’s
recommendation. Accordingly, the Board may: (1) entertain JCDecaux’s bid protest de novo, and
sustain it; (2) reject or not adopt the proposed resolution awarding the Lease to Clear Chammel; and
(3) proceed with the award of the Lease to JCDecaux because all the information necessary to find
JCDecaux as the most responsible and responsive proposer in the competition is before the Board; or

433 California Street, Suite 630 * San Francisco, CA 94104 * (415) 986-4760 Office * (415) 766-4510 Fax
: www.rosaleslawpartners.com
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(4) return the matter to the Commission with specific guidance on the factors the Board requires the
Commission to consider before the Board will accept a recommendation to award the Lease.

We ask that the Board sustain JCDecaux’s protest, which would result in a near numerical tie
between JCDecaux and Clear Channel according to the analysis of SFO staff. (As discussed below, if
its protest is sustained, JCDecaux’s proposal is the highest ranked.) The Board may then conduct a
process that allows JCDecaux and Clear Channel to present the merits of their respective proposals to
a committee of the Board, followed by a recommendation of contract award to the full Board. ' In the
alternative, we ask that the Board sustain JCDecaux’s protest and return the matter to the Airport
Commission with appropriate instructions on how to correct the errors identified in the JCDecaux
protest and fairly complete the RFP process.

Our request is based on the following:

1. The scoring methodology applied by staff for the financial offer or Mihimum »
Annual Guarantee (“MAG”) category in the RFP is not defined in the RFP or its addenda as is
customary in City contracting and requlred by law. ‘

The plam Janguage of the RFP provides that the MAG category will carry 50 points if the
RFP instructions are followed. All three proposers complied with the RFP instructions regarding the
MAG or financial offer. However, only Clear Channel’s proposal received the entire 50 points
identified in the RFP. This error is material and prejudicial to JCDecaux. Once the MAG points are
properly applied, JCDecaux is the highest ranked proposer by a fraction of a point.

No explanation offered by the City Attorney’s Office or Airport staff negates the conclusion that
there is error in the scoring of the proposals. Principles of fair play in public contract competitions
require that instructions to proposers be clearly stated in writing and material deviations from such
instructions (by either the proposers or government decision makers) are not acceptable. This sound
public policy, which has been at the center of the City’s contracting practices for more than two
decades?, was emphasized in one of the Airport Commission’s own published cases. (See MCM
Construction Inc. v. City and County of San Francisco (1998) 66 Cal. App. 4th 359.) There, the
Court of Appeal stated “[t]he importance of maintaining integrity in goVernment and the ease with
which policy goals underlying the requirement for open competitive bidding may be surreptitiously.
undercut, mandate strict compliance with bidding requirements.” (MCM Construction, Inc., supra at

' The Airport Commission’s authority to award the Lease is pursuant and subject to S.F.Adm. Code Sec. 2A.173, which requires
that the Lease be subject to a fair competitive process.

2 A review of RFPs issued by SFO between 2006 and 2012, reveals that on at least five occasions, SFO has included an
explanation of its sliding scale methodology: RFP for Distributed Antenna Systems at SFO for Cellular and Other Wireless
Systems (May 2008); RFP for Operation, Maintenance and Upgrade of Wireless-Fidelity System at SFO (Feb. 2010); RFP for
Management and Operations of Public and Employee Parking (Oct. 2011); RFP for SFO Proposals to Provide Shuttle Bus
Services (June 2012); and RFP for Contract 9194, Maintenance and Support of Baggage Handling Control Systermns (August
2012). MTA’s Contract No. CS-163 for professional services also states in writing its scoring methodology (Oct. 2010). (See-
Exhibit H for illustrations.) S
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369.) The award of the Lease to Clear Channel is a material deviation from the pubhshed RFP, runs
afoul of the law and must be reversed by the Board.

2. JCDecaux asks the Board to closely examine the responsiveness of the proposals
with respect to other RFP criteria, in particular certified disadvantaged business
(DBE/ACDBE) participation and local owner/flavor offerings.

Among other terms, the RFP asks proposers to provide their best proposal on certified
disadvantaged business participation and local flavor/offerings. While these categories are not
scored, the RFP includes these categories in the contract award considerations. (RFP, Part III, p.9.) It
is noteworthy that JCDecaux, unlike its competitors, heeded the public policy incentives in the RFP
and included two minority owned advertising firms in its proposal (essentially creating new
capacity/competition in the lucrative airport advertising rriarket) as well as two local business
partners that offer significant and innovative opportunity for SFO’s 45,000,000 passengers to engage
with San Francisco local business and neighborhood communities in ways not seen before (See
Exhibit I.)

3. JCDecaux asks that the Board request thé Budget Analyst to assess the
commercial reasonableness of Clear Channel’s $10M MAG offer-.

Ttie RFP asks proposers to provide their best proposal on (1) business plan and -
operations/management plan; and (2) minimum ecenomic offer or MAG. The City specifically
reserved the right to accept a proposal other than the highest financial offer. (RFP, Part I1I. 4, p.10.)
The incentive to bid higher than the minimum acceptable offer is stated in the RFP: it states that the
MAG “ is equal to or greater than the Minimum Acceptable Financial Offer...” (RFP, Part 11.6(c),
p.8.) This language, combined Wlth the guidance that the “most responsive and responsible”
proposal is what will determine the winner, pushes the proposer to bid as high as is commercially
reasonable. However, the incentive to bid more does not constitute notice that a higher bid will result
in more points being awarded. In addition, it does not negate the other factors that go into evaluatmg
the best overall value offered, including qualitative factors. -

Clear Channel is the incumbent on the current SFO Advertising Lease with average annual
gross revenue sales over the past 5 years, as represented by SFO (presumably as reported to SFO by
Clear Channel), of $9.2 million. Clear Channel’s $10M MAG offer for the new Lease opportunity is
commercially untenable given its prior sales performance. The unreasonableness of Clear Channel’s
MAG offer is evident when compared to the two other proposed MAGs (JCDecaux $8.5M and Titan
also $8.5M) and to SFO’s initial Minimum Acceptable Financial Offer of $7.5M, which was .
subsequently revised down to $7M to reflect the removal of several key advertising locations which
Clear Channel itself indicated represent $1.8 million of its current revenue. Clear Channel’s MAG
offer is 18% above its two similarly situated competitors on the RFP and 43% above the Airport’s
estimate of a reasonable market based minimum bid. These facts strongly indicate that Clear Channel



Hon. David Chiu
Hon. Dennis Herrera
February 8, 2013
Page4

is knowingly attempting to “buy” the award of the Lease by overbidding. A contractor that
intentionally overbids is not a “responsible” bidder, as that term is legally understood in competitive
solicitation matters. (Taylor Bus Service, Inc. v. San Diego Bd. of Education (1987) 195 Cal.App.3d
1331, 1341 fn. 4: [“Responsibility means the fitness, quality and capacity of the bidder to
satisfactorily perform the proposed work.””]. Moreover, Clear Channel has a demonstrated track
record of overbidding MAGs at Bay Area Airports and after contract award seeking MAG
adjustments through contract modifications. Clear Channel engaged in this practice at San Jose

- International and Oakland International Airports during the same time it negotiated a higher MAG at
SFO in exchange for additional advertising locations. (See Exhibit J.) These business tactics are
known as “loss leader” strategies which are contrary to the public policy of the State of California
and should not be tolerated by the City and County of San Francisco.

For all of the foregoing reasons, JCDecaux respectfully requests that the Board of
Supervisors decline to adopt the Airport Commission’s propdsed resolution awarding the SFO
Advertising Lease to Clear Channel and conduct or direct a process which ensures adherence to the
published RFP and is consistent with the City’s best practices in the award of contracts, leases and

concession agreements.
Sincerely, g _

ara E. Rosal

cc: Hon. Members, Board of Supervisors
John L. Martin, Airport Director
Hon. Larry Mazzola, Airport Commission President
Hon. Members, Airport Commission ¢/o Jean Caramatti, Secretary
Sheryl Bregman, Airport General Counsel
Bernard Parisot; Co-CEQO, JCDecaux



EXHIBITS -
TO

JCDECAUX PROTEST OF AIRPORT COMMISSION PROPOSED AWARD OF
ADVERTIS]NG LEASE TO CLEAR CHANNEL

October 11, 2012 Letter to JCDecaux from Airport announcing plan to award advertising
lease to Clear Channel

J CDecaux protest documents presented to Airport Commission on October 26, 2012
October 24, 2012 Response from City Attorney with attachments (1) October 22, 2012
inviting Clear Channel to respond to JCDecaux Protest and (2) October 23, 2012 response to

JCDecaux protest

October 29, 2012 Letter frorn City Attomey responding to Octaber 26, 2012 Rosales Law
Partners letter

Decemb@r 21, 2012 Quadra & Coll, LLP letter to City Attorney
RFP Procedural Timeline
Clear Channel’s history of contract modifications at SFO
Excerpts from RFPs setting foﬁh scoring methodology

| J CDecaux Local Business/DBE Proposal and Chart

Summary of Clear Channel’s practices at other Airports



San Francisco International Airport

October 11, 2012

VIA EMAIL Bemard.parisot@jcdecauxna.cbm
AND AND U.S. MAIL

Bernard Parisot

co-Chief Executive Officer
JCDecaux Airport, Inc.

3 Park Avenue, 33" Floor
New York, NY 10016
646-834-1300

Fax 646-834-1400

RE: Result of the San Francisco International Airport ("Airport") Request for Proposal
(“RFP”) for the Airport Advertising Lease (“Lease™)

Dear Mr. Parisot:

Thank you for participating in the proposal process for the above-mentioned Lease. We received
proposals from your company as well as Clear Channel Airports and Titan Outdoor, LLC. An
evaluation by a three-member panel has determined that Clear Channel Airports is the highest
ranking, responsive and responsible proposer, and has been identified as the apparent successful _
proposer. o : C '

We plan to recommend that the Commission award the Lease to Clear Channel on
October 30, 2012. Upon the award of the Lease, we will return your original proposal deposit in
the amount of $1,750,000.

The Airport appreciates your interest and hopes that JCDecaux will continue to participate in
future opportunities. Please feel free to contact Gigi Ricasa of my staff at (650) 821-4500 if you
have any questions. ' ,

Very truly yours,

Cheryl Nashir

Associate Deputy Airport Director
Revenue Development and Management

cc: Gigi Ricasa
Stacy Kodak, JCDecaux (via email Stacey.kodak@jcdecauxna.com)

AIRPORY COMMISSION CITY AND COUNTY OF SAN FRANCISCO

EDWIN M. LEE LARRY MAZZOLA LINDA S. CRAYTON ELEANOR JOHNS thHARD J. GUGGENHIME PETER A, STERN JOHN L. MARTIN
MAYOR PRESIDENT VICE PRESIDENT . AIRPORT DIRECTOR

Past Office Box 8097 San Francisco, California 94128 Tel 650.821.5000 Fax 650.821.5005 www.flysfo.com
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Jean Caramatti _ - QOctober 26, 2012
Secretary '

San Francisco Airport Commission

San Francisco International Airport _

International Terminal G, North Shoulder Building, 5% Floo

P. 0. Box 8097 '

San Francisco, CA. 94128-8097

Subject: JCDecaux's Protest to the Recommended Award of the Advertising
Lease to Clear Channel Airports

Dear Ms. Caramatti;

I request that you provide a copy of the attached documents to the Air.port
Commissioners before their meeting on Ogtober 30, 2012, The documents

contain the basis and support for JCDecaux's protest to the staff recommendation

to award to Clear Channel Airports.
In short, JCDecaux's position is that Clear Channel Airport is not entitled to the
award of the lease because it is not the "highest ranked responsible and
responsive Proposer” as set forth in the RFP. '

We also ask that this letter and attachments be made part of the Commission’s

‘records.

Sincerely,

Bernard Parisot
Co-Chief Executive Officer

¢c: Mara E. Rosales

JCDecaux North America, Ing. L
3 Park Avenue, 33 Floor - New York, NY 18016 -USA
Telephone: 546 834 1200 - Fax; 646 834 1202 - www jcdecauxna.com
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JCDecaux

VIA HAND-DELIVERY, EMAIL Leo.Fermin@flysfo.com
AND FACSIMILE (650) 821-5005

Leo Fermin ‘ ' Octobé'r 17,2012

Deputy Azrport Director, Business & Finance -

San Francisco International Alrport International Termmal
North Shoulder Building, 5" Floor

P. O.Box 8097

San Francisco, CA 94128

Re: Protest to Proposed Contract Award to Clear Channel Airports
(RFP Airport Advertising Lease)

Dear Mr. Fermin:

On October 11, 2012, JCDecaux received notice from SFO staff that Clear
Channel Qutdoor Inc., doing business as Clear Channel Airports (Clear Channel)
is the highest ranked proposer pursuant to the Request for Proposals (RFP) for
the award of the Airport Advertising Lease {Lease).

JCDecaux respectfully submits this protest to the proposed award of the Lease to
Clear Channel. The basis of our protest is summarized as follows:

1. The proposals have not been scored in 2 manner consistent with the
Evaluation Criteria specified in the RFP.

2. There is a mathematical error in the addition of J CDecaux S Scores.

3. The scores awarded to JCDecaux by scorer P2 on two criteria are
impermissibly irrational, '

4, Clear Channel’s Minimum Annual Guarantee (MAGQG) offer is
commercially unreasonable and should be rejected as a financially
irresponsible offer. : :

For all of the above reasons, JCDecaux is the successful proposer pursuant to the
RFP and should be awarded the Lease. We discuss these points in detail below.

JCDagaux North America, Inc.
3 Park Avenue, 33 Floor - New York, NY 10016 - USA
Telephone: 646 834 1200 - Fax: 646 834 1202 - www.[cdecauzna.com
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1. Misapplication of RFP Evaluation Criteria

The RFP plainly states the controlling evaluation and award process. It describes
four principal components of what proposals must contain and how proposals
will be evaluated: (1) proposers must satisfy the RFP’s minimum qualifications;
(2) proposers must also recognize and address the goals stated in the RFP; (3)
proposals must offer a concession opportunity which is reflective of the City and
the Bay Area; and (4) proposers “must propose a [MAG] for the first Lease Year

 which is equal to or greater than the Minimur Acceptable Financial Offer...”

(RFP Part I, par. 6. c. “Evaluation Criteria, Minimum Annual Guarantee Offer,
and Financial Pro Forma™; Part ITI “Evaluation and Award Process™.) The RFP’s
“Byaluation Criteria” is more specifically set forth in Submittal 4. Submittal 4
describes how the scoring points will be applied during the evaluation of the o
proposal: :

Submittal 4 will consist of the Proposer’s respanse to the
Evaluation Criteria below. A thorough discussion/demonstration
of all points below must be included in proposal with the:
exception of the Minimum Annual Guarantee Offer, which will be
submitted on the attached form “Submittal 5.” Proposals-will be
evaluated on the criteria below and seored according to the point
seale shown.

The RFP clearly provides an evaluation process which is both qualitative and
quantitative. “The Business Plan, Design/Intent Construction and
Operations/Management Plan” categories in a proposal will be judged on the
quality of the proposal’s offerings. Given the subjectivity of these categories,
one easily understands that the points will be awarded on a rational but not
rigidly mathematical basis given the nature of the qualification (e.g. design)
which is being evaluated. Naturally, in such a subjective process the “score” or”
“grade” a proposer receives may vary from panelist to panelist within reasonable
parameters. By contrast, the Minimum Annual Guarantee criterion is stated
simply as a quantitative category. Any MAG offer consistent with the RFP’s
instruction that it match or exceed the Minimum Acceptable Offer should receive
a score of 50 points. (See RFP, Part II, par. 6.c.)

Given the above, JCDecaux’s MAG offer must receive 50 points. The score
sheet provided by staff reflects that JCDecaux’s MAG offer received 42.50
points. This point allocation is erroneous pursuant to the RFP’s instructions. If
the Airport intended a qualitative approach to the evaluation of the MAG offer, it

JCDecaux North America, Inc.
3 Park Avenue, 33 Floor - New York, NY 10016 -USA
Telephone: 646 834 1200 - Fax: 646 834 1202 - www jodecauxna.com
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was required to provide notice to the proposers in the RFP. Applying an after-
the-fact subjective standard to the published Evaluation Criteria is contrary to the
principles of due process and fair play underlying a competitive solicitation
process. (See Domar Electric, Inc v. City of Los Angeles (1994) 9 Cal.4™ 161,
173.) Such an approach is also inconsistent with the manner the Airport itself
and the City approach RFPs for other solicitations. (See and ¢f SFO RFP for
Contract 9194, Maintenance and Support of Baggage Handling Control Systems,
dated August 24, 2012, Section IV “Evaluation & Selection Criteria”, par. B4
“Fee Proposal”; HRC Rules & Regulations implementing Local Business
Enterprise Ordinance (2010) Section IV.G.7.: [“Each evaluator will score each
consultant on a predetermined point system,...in a fair and objective fashion.”]

2. The Mathematical Errors in the Score Sheet

Your October 11, 2012 letter included a spreadsheet, which purpotts to set forth
the scores received for each proposer. The “Weighted Points” totals for sections
2 and 3 were miscalculated. JCDecaux should have received 14.34 points for
section 2 and 11.54 points for section 3. When added, together with the section 1
points and full points awarded for the MAG offer, JCDecaux’s total score should
be 86.88, placing it ahead of Clear Channel. :

3. Scorer P2 did not score JCDecaux fairly or within permissible limits

Scorer P2 gave JCDecaux a 4.0 on the overall appeal and quality of advertising
mediums, while awarding Clear Channel a 6,0 and Titan Outdoor, LLC (Titan)
an 8.0. Scorers P1 and P3 gave JCDecaux a 6.0 and a 10.0 respectively. '
JCDecaux is universally acknowledged to be the industry leader in design and
aesthetic quality not just in the United States, but specifically in San Francisco
where JCDecaux street furniture has received consistently high reviews for the
past 17 years, It is not rational, therefore, that JCDecaux would be awarded half
the points that were given to Titan, a company that specializes in transit
advertising and does not have a single advertising panel anywhere, including i
San Francisco, that could be even remotely compared fo one of JCDecaux’s
fixtures. :

Similarly, on the ability to maximize sales, scorer P2 gave JCDecaux a 1.6 score
versus 2.4 to both Clear Channel and Titan. The other 2 scorers gave JCDecaux
the maximum score on this criterion, f.e. 3.2. As presented in our response to
this RFP, JCDecaux’s advertising sales performance in large U.S. airports
comparable to SFO is second to none. Over the difficult 2006-2011 period, -
JCDecaux’s revenue in large U.S. airports grew by §2%, while Clear Channels
revenues in large U.S. airports increased by 5% only and by 23% at San

JCDecaux North America, Inc, ]
3 Park Avenue, 33" Fioor - New York, NY 10016 - USA
Telephone: 646 834 1200 - Fax: 646 B34 1202 - www Jedecauxna.com



JCDecaux

Francisco International Airport. In terms of revenue generated by passenger,
JCDecaux held seven of the eight top spots in large U.S, airports in 2011, SFO
came in 10", 65% lower than JFK and 30% lower than LAX where JCDecaux
operates the advertising concessions. As far as Titan is concerned, their sole
advertising concession is Westchester County Airport, 4 small regional New
York State airport, which they won two months ago. Their track record in terms
of advertising sales for their transit contracts is such that in 2009, they negotiated
reductions in their fees obligations for all of their contracts, except in New York
where the MTA terminated their concession agreement for default of payment of
their MAG. It is therefore hard to understand how JCDecaux could score less
than these two companies on that criterion. '

4. Clear Channel's MAG offer is Commercially .Unreasonablc and
Constitutes a Financially Irresponsible and Itlusory Propesal

Clear Channel is the incumbent on the current SFO Advertising Lease. Its
_mverage annual sales, over the past 5 years, as represented by SFO (presumably
as reported to SFO by Clear Channel) are $9.2 million. Clear Channel’s $10M
MAG offer for the new Lease opportunity is commercially untenable given its
own sales performance on the same lease. The unreasonableness of Clear
Channel’s MAG offer is evident when compared to the two other proposed
MAGs (JCDecaux $8.5M and Titan also $8.5M) as well as the SFO’s Minimum
Acceptable Offer of $7.5M initially, which was subsequently revised down to
$7M to reflect the removal from the inventory made available to the new
concessionaire of several key advertising locations which Clear Channe] itself
indicated represent $1.8 millien of its current revenue, Clear Channel’s MAG
offer is 18% above its two similarly situated competitors on the RFP and 43%
above the Airport’s estimate of a reasonable market based minimum bid. These
facts strongly support a conclusion that Clear Channel is knowingly attempting
to “buy” the award of the Lease unfairly by everbidding.

A contractor who intentionally overbids is not a “responsible” bidder, as that
term is legally understood in competitive solicitation matters. (Taylor Bus
Service, Inc. v. San Diego Bd. of Education (1987) 195 Cal.App.3d 1331, 1341
[“Responsibility means the fitness, quality and capacity of the bidder to
satisfactorily perform the proposed work.”]; see also Public Contract Code
§1103: [*’Responsible bidder,” as used in this part, means a bidder who has
demonstrated the attribute of trustworthiness, as well as quality, fitness, capacity,
and experience to satisfactorily perform the public works contract”.] The
Airport should investigate Clear Channel’s financial responsibility to honor its
MAG commitment for the 8-year term of the Lease to ensure Clear Channel
meets the RFP’s and legal standard of “responsible” proposer/bidder. (RFP, Part

JODecau? North Amenca ine.
3 Park Avenue, 33" Floor - New York, NY 10016 - USA
Telephone: 646 834 1200 - Fax: 646 834 1202 - www jcdecauxna.com
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IV, par. 13.c: [Airport Commission has ¥ight to “{rJequest a credit report and
‘additional financial information from each Proposer.”]

Trrespective of that “responsibility” determination, in light of facts known to us,
Clear Channel’s bid is commercially unreasonable and amounts to an illusory
proposal. Clear Channel is not new to this type of unreasonable bidding: in
2007, Clear Chanpel bid $4.075M in MAG for the advertising coneession at
Mineta San Jose International Airport, where JCDecaux’s revenue history was
between $3M to $4M. Since then, Clear Channel’s sales at that airport have not
exceeded $2.05M. Similarly, that same year, Clear Channel offered a $3.75M to
$5M MAG for the advertising concession at Seattle-Tacoma Infernational
Airport, where JCDecaux previously generated $5M in sales. Since then, Clear
Channel’s sales have not exceeded $5.05M at that airport, and were down to
$3.7M in 2011, with a further 18% decline in the first half of 2012. Under
California law it is against public policy for a company to win a public contract
award with a bid that is offered at a loss to the company. This type of practice is
referred to as a “loss leader”. California law identifies a “loss leader” practice —
¢.g. the sale of a product where the effect is to divert trade from or otherwise
injure competitors, as an unfair trade practice. (See Bus.Prof. Code §17030,)

A monetary offer which is commercially unreasonable and unreliable should not
be entertained by the City, particularly from an incumbent with insider
information that promises to perform better for the City going forward than its
record demonstrates it has done in the past. If Clear Channel's MAG offer is
rejected, Clear Channel becomes a non-responsive propaser and is not entitled to
the award of the Lease. )

CONCLUSION

When the RFP’s scoring criterfa and points are properly applied, JCDecaux is the
highest ranked proposer. Accordingly, we respectfully request that the Airport
sustain this bid protest and recommend that the Airport Commission award the
Lease to JCDecaux on October 30, 2012, '

Sincerely,

‘ \T\/V\‘\i~\)\§/~w
\\G;L?srielle Brussel

Executive Vice President, Legal Affairs and General Counsel

cc: Bernard Parisot

JCDecaux North America, nc.
" . 3 Park Avenue, 33 Floor - New York, NY 10016 - USA
Telephone: 646 834 1200 ~Fax: 646 834 1202 - www.Jcdecauxna.com



)

‘RosaLgs Law Partners LLP

October 26, 2012
. : Mara E. Rosales
mara@rosalesfawpartiers.com

* VIA MESSENGER; EMAIL

David Serrano Sewell
- Deputy City Attorney
Office of the City Attorney
San Francisco International Airport
International Terminal G, No. Shoulder Bldg., 5% Floor
P. O. Box 8097 :
San Francisco, CA 94128

Subject: Reply to Denial of Protest Letter, dated October 24, 2012; Request for
Reconsideration of JCDecaux North America, Inc.’s Protest :

Dear David,

Your October 24, 2012 letter to JCDecaux’s General Counsel Gabrielle Brussel has been referred
to me for response. We ask that the City Attorney reconsider its legal position based on the
following two points: (A) the interpretation of the RFP as stated in your letter is not well
supported in fact or law and (B) Clear Channel Airports’ (“Clear Chammel”) response to the
 protest letter, upon which you rely, does not address the key issue addressed in the protest letter,
namely, Clear Channel’s irresponsible pattern and practice of bidding higher than a reasonably
achievable Minimum Annual Guarantee (“MAG”) at sister airports and thereafter seeking MAG
or econoric relief once awarded the lease. It is our contention that this practice is particularly
“relevant to a determination of whether Clear Channel is the “most responsive and responsible
" Proposer” entitled to the award of the lease as set forth in the RFP (RFP, Part I11, para.4.)

A Misanplication of the RFP Evaluation Criteria

We are pleased that you read the RFP as we do--“that the MAG score of 50 points was assigned
using a specific methodology.” We disagree, however, with your statement that “the
methodology was not applied after the fact or contrary to the RFP.” Your support for this
statement is that the sliding scale application of the MAG methodology was explained orally at a
non-mandatory informational conference. This admission alone is sufficient cause for you to
sustain JCDecaux’s protest that its proposal is entifled to receive the 50 points for the MAG
category. The RFP clearly states that:

- 433 California Street, Suite 630 * San Francisco, CA g4104 + {415) 9864760 Office » (415) 766-4510 Fax
www.rosaleslawpartners.com




David Serrano Sewell
October 26, 2012
Page 2 '

1. “Proposers are encouraged to attend the Informational Conference ...”, wheré
“questions will be addressed” and “any new information will be provided...” (RFP,
Part II, para. 2.) The public is told that the “Airport will keep a record of all parties
who attend the Informational Conference” and that “substantive replies will be issued
as wtitten addenda and posted on-line...” (Id.)

2. Any amendments to the RFP will be issued in writing by an addendum. (RFP, Part
1V, para. 7.) :

Under the RFP rules established by the Airport Commission, oral representations or
modifications do not suffice fo change the instructions in the RFP. The Airport’s own website
explaining the competitive selection process for concessions contracts states that the RFP
‘documents will include “the selection criteria that the Airport will use in evaluating the proposal”
and goes on to explain that following the Informational Conferences, notices will be sent to the
participants “of any changes to the qualifying criteria, business terms, or selection process,”
(http://wew.flysfo.com/web/page/about/b2b/conces/general .html).

Notably, your “oral amendment” argument is also without any legal basis. The Commission is
bound to follow its own RFP solicitation procedure. (MCM Construction, Inc. v. City & County
of San Francisco (1998) 66 Cal. App.4" 359, 368-9 quoting Valley Crest Landscape, Inc. v. City
Council (1996) 41 Cal. App.4™ 1432, 1435 [re: award of SFO construction contract].) As the
Court of Appeal stated in one of the Airport Commission’s own published cases, “[t]he
importance of maintaining integrity in government and the ease with which policy goals
underlying the requirement for open competitive bidding may be surreptitiously undercut, _
mandate strict compliance with bidding requirements.” (MCM Construction, Inc. supra at 369.)
Furthermore, the failure of a public agency to follow the “precise specifications in its public call
for bids leaves bidders in the unfair position of having to guess what will satisfy the [agency’s]
needs.” (Konica Business Machines U.S.A. v. Regents of the University of California (1988) 206
Cal.App. 3d 449, 457.) In an action for writ of mandate, the Court has the power to “direct an
agency to follow its own rules when it has a ministerial duty to do so or when it has abused its
discretion.” (Pozar v. Department of Transportation (1983) 145 Cal.App. 3d 269, 271, citing
Glendale City Employees’ Assn., Inc. v. City of Glendale (1975) 15 Cal.3d 328, 344-345))

The public interest is not served when the Commission does not comply with its own published
rules of procedure. Such action will undermine the credibility of the fairness of the
Commission’s competitive processes.

Following the applicable law and as a matter of public policy, JCDecaux’s MAG proposal must
receive 50 points. We ask that you re-visit your conclusion to the contrary.

B. Clear Channel's MAG Offer is Commercially Unreasonable and Constitutes a
Financially Irresponsible and Hlusory Proposal

Your response letter to JCDecaux’s challenge to the commercial viability of Clear Channel's
MAG offer misses the central point of the protest. Asking Clear Channel whether it will stand



David Serrano- Sewell
October 26, 2012
Page 3

by its financial proposal today does not address the legitimate question raised by Clear Channel’s
conceded business practices, to overbid MAG offers and not perform. Based on public
information we have obtained thus far, Clear Channel has a current practice with at least two Bay
Area airports to promise to meet its contractual obligations at confract award only to reverse
course once the contract is awarded. We have attached information from San Jose International
and Oakland International Airports which confirm that Clear Channel’s promises at contract
award are unreliable precisely because, as here, they have proposed a MAG, which under similar
circumstances, was not reasonably achievable.- :

Tellingly, Clear Channel does not rebut these allegations other than to dismiss them as
“irrelevant” and to note it has “not defaulted” on the mentioned contracts, These explanations are
unsatisfactory as well as inaccurate. Avoiding the question does not answer the

concern. Indeed, a close look at Clear Channel’s actions at San Jose and Oakland Airports
reveals that Clear Channel is not in default only because it has managed to successfully negotiate
contract amendments with those airports. Clear Channel explains that it leverages its SFO
relationship “as part of its pitch” to obtain advertisers in its advertising network. If appears that

~ Clear Channel also relies on the SFO business relationship to overpromise to other Bay Area
airports its ability to successfully market their airports. These business practices are in fact “loss
leader” strategies which are contrary to the public policy of the State of California.

The facts warrant a deeper inquiry by SFO to San Jose, Oakland and Sea-Tac Airports than your
letter states has occurred.

Smcerely,

Mara E. Ros#les
MER:p

cc: Dennis J. Herrera, City Attorney
Sheryl Bregman, Airport General Counsel
Leo Fermin, Deputy Airport Director — Business Finance (RFP Protest Officer)
Gabrielle Brussel, JCDecaux, General Counsel
 Bemard Parisot, JCDecaux
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TO: HONORABLE MAYOR | “FROM: William F. Sherry, A.A.E.
AND CITY COUNCIL _
SUBJECT: RESPONSETO COUNCIL ~~ DATE: November 7,2011
REFERRAL 10-25-11-2.7 .
REGARDING CLEAR -
CHANNEL
App m%dif _ /Q_a_\ Date 1 /aree
INEORMATION

During the Oétpber'ZS, 2011 Council Mesting, Councilmember Rocha asked the Airport Staff
for information on the timing of the negotiations with Clear Channel Advertising aud how oftent
the Airport staff is meeting with them. _

The Clear Channiel 3td Amendinent was dropped from the Council Agenda due to receipt of
Clear Channel’s October 14 letter that again requested to restructure the Apreement and reduce
the Minimum Annval Guarantee (MAG) even further than we already have. The City has .
provided Clear Channel with $4,297,349 in financial relief and we offered to provide an
additional $296,000 in savings by consolidating their capital investment requirements and
offering them friee office space that would normally carry a charge of $64,879 per year. 1t’s
important to note that Clear Channel set their financial responsibilities under this contract
through a bidding process, fully aware of the business risks. In other words, it was not the City

fhat sef the MAG and other financial requirements but, rather, Cleat Channel. Additionally,asa

self-sufficient enterprise operation, the Airport would have to shift any further financial relief

. pranted to Clear Chaxnel to other airport tefiants, something staff believes is ot appropriate

given the circumstances,

Durihg flie négotiations with Clear Chiannel, the parties (Clear Channel and Airport staff) agiesd —
to these concessions on the belief that Clear Channel was satisfied with them and would not seek
farther reductions. After receiving Clear Channel’s October 14 letter it became clear that was
not the case, We have waitfen a response to Clear Channel explaining onr pesition.

Staff is in regular contact with Clear Channél, Clear Channel typically comes to the Airport a
couple of times a year fo.meet in persen to discuss their concems with the MAG and request .



HONORABLE MAYOR AND CITY COUNCIL

“November 7, 2011
Stibject: Response fo Coineil Referral 10-25-1 1-2.7 on Clear Chﬂnnel

Page 2,

 finaneial relief, The last meeting was on March 9 .2011. We are certainly available o meet
more ﬁ:equently, but this is all that Clear Chanriel fias requested. 'We have always Had an: open

- dialog and will continue to do so.

/sl .
William F. Sherry, A.A.E:
Director of Aviafion

For questions, please contact Kim Aguirre at 408-392-3620.

Attachments: Letter to Clear Channel dated November 4, 2011
Letter from Clear channel dated October 14, 2011
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November 4, 2011 '

Toby Sturek

President :

Clear Chantel Airpotts - ; .
4635 Crackersport Road |

Allentown, PA 18104

Dear Toby:

Tn respionse to your letter dated Ogtober 14, 2011 in which you again requested to
restiuchure our agreement, T simply cannot pr ov1de you with additional financial relief, I
believe that I have addressed yourcoticerns in iy previous letier ta you dated Augnst 3,

. 2011, but T want fo respond to your Iatest letter. :

The cm_'rcnt econormiie state of this country lias been a sutprize 1o most observers and the
resulf at STC has been reduced flights and passengers. This has impacted the bottom [ine
of concessionaires and the Air port, The Airport has taken drastic steps by cuting its staff
In half and requiring that remaining employees take significant; reductions in pay, We are
not ina position fo provide you with additional fi naticial Jehef

- Please remember that the Airport hias already provided Clea1 Channel with $4,297,349 in
financial relief and the Gity has offered to provide you with an additional $296 000 in
savings by cotisolidating your capital investinent requirements aud providing you with
office space fiee of charge thiat would normally rent for $64,879 per year, Thisis
contingeut on you not pursuing any further MAG reduction. Thiswill bring your total
financial relief to almost $5 million, a significant amount that the Airpoit was.not
oblignted to offer and much greater than any (emporary relief provided to the food &
beverage atid 1etml concessjonaires in Terminal At

The Clty hasiprovided Clear Chanhel with premiun advm fising sxtes many of which
remain undeveloped and tnderutilized, Tn addition, we amended the apiéement to
piovide Cléai Channel with new adver usmg sites without a corresponding increase in
MAG and without & miniinum capital investment requiremiént. We beliéve that these
additiona] sites are more {lian adequate to compensate Cléar Channel for any lost
advem'ﬂng opportunities that may have resulted from the temporary inactivation of the
six gates in Terminal A+, and we hopic that you wm ‘take advantage of thesé
opportunilies.

SAN JOSE

« 3781 Alrport Houlevard, Suile 8-1130 * San Jost, CA 951101206 Tl 408,392.3600 ¢ Fax 40BA42.4571 + wlmgilysanjusercsan.  WAmal ol iikevuriy
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The cutrent gate capacity in Terminal A+ will allow for expansion by existing airlines
and provide space for new and relocated airlinés. Due to the growth of Alaska Airlines, .
and the unbalanced passenget ir affic between the terminals, L expect thal Delta Aitlines
will relocate fo Terminal At in the next féw months. Based on the previous 12 months,
that will bring an additional 460,000 total passengers fo Termmal A+ when combining

Delta Aitlines and ite affiliates,

While the closure of the Ametican Airlines Jounge was disappolnting to both you and the
Airport, (e lounge is-not a condition of our agreement. However, you shonld be aware
‘that we lidve. bcguu working wifh aii architect to design a new common use lounge. In
addition, one emstmg domsstle airline and one potential international zmhne have
gxpressed inlerest inn oxclusive ]ounges of thelr aven.

As always, thank you for your continued understanding and cooperation, Bhould you
linve any questions or would like to discuss these issues furtlier, plegse feel fiee to contact
five, )

Siricerely,

William F. Sherry
Director of Avialion

Ce:  Mayor Chywtk Reed
Cily Corincil

Kim Aguirre
JORIMIY MINETA w7
0SE_ #HUH :
"INTERNATIONAL (((/ , . e
ATRPORT Yozl : SANJOSE

STLICOH YALLCY S ATRPORT 1701 Alurl Bovlevard Sulle B-1130 « SonJoid, CA 95170:1206 - Tel 406.392,3600 ¢ Fix 4084424591 & vawslysaafisston)  EOREN mine Ty
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Oclober 14, 2011 n RECEIVED
Mr. Blll Sherry - : . OCT 1 72011
-Diractor of Aviatlon ) . . » -
San Josa Intemnational Alport o : Diractpr of Aviation
1701 Alrport Boulevard, Stlte B-1130. e San Jose Intl. Aliport
San Jose, CA 95110-1206 . . ) L .
Dear Bll, ' ‘

{ was dlsappointed fo recelve yourletter dated August 3, 2011, decllnthg my requést {6 grant Clear Channel
Alrporis (CCA) MAG rellef consistent with ofher concesslonairés as a resull of the gate closures i terminal At,

In your lefter, yau Indlcate that, unllke HOST, CCA was offered subslitute concesslon spacs In other locatlons,
Unfortunately, although CCA was offered additfonal locatiohs, that doss nol reclify the situation. In fact, what has
occurred as a result of the compressed fraffic fiow is adverilsers can now reach the same number of passengers
by purchasing less slgnage. Unlike Food and Beveraga concesslons, adverflsing does not take monay dlrectly
from passengers. Dupllcating locatlons in the same area only canniballzes exlisting advertlsing revehue stteams.
Addltlonally; relocating Inventary does not resolve The fact that we are expacied fo contihue paying fenlIn an
area that the alrport has reduced weekly flights from 147 to 14 or 88%- '

In our concesslon agteament dated July 1, 2007, CCAls contractually oblfgated to pay a MAG for each Individual
sign locatlon. Ifiha reduction In flights and closureé of gates Impact the area of which {hase signs are localed, how
can we possibly be expected to pay rent at 100% when trafllc has decllned 88%? The altached map Hustrates
the humber of edverlisiig losatlons Impacted by {he gale closures. I {hls paniculat spacs, CCA peys a tolal
annual lease cost of $1.2 million. To add to the metier, Amerlcan Aliies dlosed thelr VIP lounge In Terminel A+
and has no plans to relcate this prestiglods space, The American Frequent Flyers are a highly sought after
demographic which aitracts the nallonal advertiser. This aréa is essenllel 1o ot sales packaging acioss all
terminals. The loss of this particular space only magnliles our problem beyond the value of the MAG. In fagt, the
loss of this space Impacts our lotal adverilsing sales program at SJG.

In April 2014, we offersd the alrport a proposal {o resjructure the contract that Ineluded a $10 millon cne-time
lump-sum payment. Assuming we were-able to restcucture the contract under thoss terms, fhe closure of gales
In f&tminal A+ would riot bé an Issue. Howsver, that proposal was simply denled. In fact, Inboth cases, there was
fio negotlation or dialogue from aliport staff as fo how a deal could be structured.

Bl ]fgs-};}ect_fhﬂy request tial this matter be serlpusly consldered. I also request that you and.your leam canslder
an open dlalogus with me to amicably resolve this matter. As proposed In my letter dated July 19, 2011, i am




" readlly avallable to medt direclly with you and your feam {o resolve this matler expeditiously.
Thank you In advance for your fims and consideratlon. '

Respsctful!y,

Toby Sturek
Presldent, Clear Ghannel Alrports

ec:  Kimberly J, Agulris, Chlef Oparatfng Officer, SJC Alrport
Mayor Chuck Reed )
Pete Conslant, City Gouncll, Dlstrch
Ash Kalra, Clty Councll, District 2
Sam Llscardo, Cliy Gourcll, District 3
+  Kansen Chu, City Councll, District 4
,} Xavler Campos, Clty Councll, District 5
... Plerlulgl Oliverlo, City Councll, District 6
Vica Mayor Madlson Nguyen, Clty Gouncll, District 7
Rose Herrera, Clty Gouncll, District 8
Donald Racha, Clty Coungll, Disttlet 9
Nanoey Pyls, Clty Gouncll, Distrlct 10-
Jerry Sirangis, Strangls Properlles
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December 30, 2008

Mr. Steve Grossman
Director of Aviation
Port of Portland

530 Water Street
Qakland, CA 94507

RE: Advertising Concession Contract
Dear Mr. Grossman,

As you are aware, Alliance Airport Advertising participated in the spring 2008 advertisin g RFP
for Oakland International Airport. Alliance held the highest scores in all categories except one
(guaranteed payment to the Port) and in fact, averaged the highest score averall by the
Evaluation Committee. '

- Alliance foresaw the challenges coming in the airline industry and the financial markets. We bid
a Minimum Annual Guarantee based on this belief. We did comply with the 50/50 revenue
share, and all other components of the RFP. Our track record in other airports proves that with
ouly one exception, we generate far more revenue in our splits than is required in a MAG.

As the final scores were tight, and though Alliance had the hi gher score overall, the Committee
felt that our nearest competitor, Clear Channel Interspace, must be awarded the contract solely
because of the guaranteed payment (MAG) offered the Port. We did not protest the award out of
respect for OAK and the factors affecting your decision.

We are aware that passenger counts have reduced significantly at OAK during the past few
quarters. True to our belief, the airport and airline industries, and the overall economy have
weakened significantly.

We write today to advise that, if the Port or Airport is asked to reconsider the MAG due and
payable by Clear Clhiannel lnterspace, we reqaest the entire contract be reconsidered. This is
especially significant in light of Alliance’s overall performance in every other category within
the RFP. It would be unfair to allow Clear Channel/Interspace to reduce or change the payments
under the termis of this agreement when Alliance was penalized only for a lower guaranteed
MAG. '

Respectﬁgj;lsy yours, » _
Shauna Forsythe
President & CEO

‘ce: Skip Conrad, Mgr, Airport Properties
- Janet Deutch, Concession Manager, Airport Properties

"8945 W. Raussell Rd., Sce. 150, Lus Vegas, NV 89148
{702) 362-4777 Toll Free {877) B09-9029 FAX (702} 362-2501
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AJRPORTS

Michael Riley

Prosidens

January 19, 2009

Mr. Marcel E. Conrad, 1ll
Airport Properties Department
Oakland International Airport
9532 Earhart Road, Suite 201
Oakland, CA 94621

RE: Request for Delayed Payment of Minimum Annual Guarantee
Dear Skip:

Due to many design revisions and continuing delays in the approval of Clear
Channel Airports’ display advertising fixture program installation at Oakland
International Airport, we respectfully request that the Port of Oakland allow for a
temporary delay in the payment of the monthly installments of the Minimum
Annual Guarantee, which were scheduled to begin upon the installation of our
display inventory program, or January 1, 2008, whichever came first.

Over the past five months, we have submitted several sets of plans and detail
drawings to your staff, yet we are still awaiting final approval of said plans and
the appointment of a Port of Oakland Project Manager. These approvals and
appointments will allow us to begin fabrication of our displays, as well as our final
engineering and permit drawings, so that we would be able to install new
electrical connections, ship and install all units in time for an early April ‘09 install.

| have aftached a time Jine of activities and meeting notes to fllustrate that we
have contributed our best sfforts in getting all of the design comments and
changes completed and to your office for final review and approval. If further
delays are encountered and unless we can not start building anything, the
potential install date will move accordingly.

The request for the delay in the MAG payments cormes from the fact that without
the installation of our new program, we simply cannot sell those inventory
loeations to our potential clients, and in turn, pay either a percentage of those
sales as rent fo the Port of Oakland as an off-set or overage to our monthly -

: Minimum Annual Guarantee installment. As it stands today, due to the delays in
approvals and installation of our new, custom-built OAK program, we have
already had to delay new billing rates and contracts from clients we had assured
would begin on January 1, 2009. Coupled with the extreme downturn in
advertising across all markets, including the airport advertising market, the delay
in the start of the OAK program as we presented in our RFP response leads us
fo make this unusual request.

4751970 1
6427378k

ClearChanuel Airpores
600 West Chicago Ave, » Suite 580 » Chicago, [L 60610 » www.clearchannelairports.com




I hope you can understand our predicament and can speed along the approval
process. | am more than willing to discuss several options by which the MAG
can be paid to the Port of Oakland, and invite you to contact me with any
questions, comments or concerns. Thank you for your willingness to consider
our request.

Sincerely,

Michael Riley
President

TJS:sh

cc:  Toby Sturek
Sam Hart
Meredith Haggerty
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1 CLEARCHANNEL Timeline of Design Submittals, Reviews

AIRPORTS and Comments

» May 8, 2008: Contract Award to Clear Channel;

« June 16-27, 2008: Field Survey by CCA to develop submittal plans for
Airport Design Review Committee; .

o July 29, 2008: Meeting with OAK Design Review Committee to discuss
for approval all location plans and inventory types; meeting notes
provided to OAK staff on August 1, 2008; commentis returned from QAK
staff on August 1, but no formal approvai-to-proceed provided;

o September 23, 2008: CCA provided, via g-mail, the OAK Design Review
Committee with revised plans covering comments from the July 29" DRC
meeting; staff response received on October 13, 2008, setting another
follow-up presentation with the DRC for October 21, 2008;

« October 21, 2008: Second DRC meeting was held at OAK and we
received approval on bag belt LCD cabinets, FreeCharge stations and .
partial approval on Recycle Unit Dioramas and Directories. DPASS units
required another round of design adjustments subject to further review;

« November 18, 2008: CCA provided a third design submittal of the DPASS
units;

« November 25, 2008: OAK staff refurns comments via e-mail regarding the
DPASS units, asking for a fourth revision to the design;

« November 26, 2008:- CCA submits, via e-mail, proposed fayout of text and

‘openings on the Recycle Diorama and Directory units; comments
received by OAK staff via phone on November o7™

« November 28, 2008: CCA submits, via e-mail, fourth design revision for
OAK staff approval of the DPASS displays; comments received from OAK
staff on December 7, 2008 via telephone conversation;

s December 13, 2008; CCA submits, via FedEX, final design plans, location
plans and all associated site photo renderings encompassing all OAK
staff and DRC comments; no approvals/responses or further comments
have been received by CCA as of January 12™; ’

o January 12™: Phone conversation with OAK staff requesting approvals
and updating CNN installation and data inspection team to be in OAK on
1/13/09 1o finalize plans/drawings/routings for digital component
submittal: OAK staff comments that they agreed they owed CCA .
approvals and would be forthcoming, but with no time-frame provided.

» January 14" CCA recelves bag deck plastic-laminate color information;
still waiting on recycle station graphics approvals, as well as confirmed
witten approval on the DPASS submittals.

Clear Chaanel Afrports | : : | W @ @ m W H m Fé;

600 West Chicago Avenue, Snite 600 Chicago, IL. 60610 Tel: 3 12.475.3500 - Pax:
312.642.7378 .



" PORT OF OAK

Via Electronic Mail

February 27, 2009

. Clear Channel Outdoor Inc.

dba Clear Channel Airports

555 12" Street, Suite 950

Oakland, CA 94607

Attention: Michael Riley (mriley@clearchannel.com)

Re: Request for Delayed Payment of Minimum Annual Guarantee (MAG)
Dear Mr. Riley:

Thank you for your letter of January 19, 2009. We have reviewed your request with the Director
of Aviation and he concurs with the following response.

Unfortunately, the Port can not delay the com:mencement of the Minimum Annual Guaranty
(MAG) beyond January 1, 2009, the date stated within the lease. As you may know, the decision
to award this concession opportunity to Clear Channel Airports (CCA) was extremely close; in
fact the overriding reason to make the award to CCA specifically was the amount of the
guaranteed rent. To modify or alter that consideration after the award is patently unfair to
proposers who offered a lower MAG based on the degree of acceptable risk, but were otherwise
rated higher in the Request for Proposals process. Further, we have yet to receive your proposed
and agreed MAG for January and February 2009; please remit those amounts upon receipt of this
letter.

Regarding CCA’s claim that the Port’s processes resulted in a delay, we dispute that assertion.
First, the design revisions and perceived delays in approval are mostly the result of CCA’s
submittal of designs that differed from those submitted in the proposal and CCA’s expectation of
a formal approval notification. In fact, approvals were given both verbally by the design review
comuittee and via e-mail for the designs submitted to date. Until we received your letter, we
were unaware of any ambiguity regarding the approval of submitted designs and improvements
with a resultant delay in fabrication. [It should be noted that designs have not yet been submitted
for the LCD screens or the Information Booth.] Second, formal design reviews of
concessionaire improvements are cormmon practice at large U.S. airports. In fact, the lease in
Sec. 2.4 specifically notes that a design review is required. And Sec. 1 states in part: “Permittee
waives any rights now or hereafter conferred upon it... to receive any abatement, diminution,
reduction or suspension of payment of Rent.” : '

Third, CCA’s contract commenced July 1, 2008. A large number of displays miaking up almost
half the program were not subject to Design Review (Moss banners, wall wraps and floor

Aviation Properties Department  « 0532 Earhart Road + 510-563-3674 ~» MConrad@PortOakiand.com
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Request For Delayed Payment of Minimum Annual Guarantee (MAG)
February 27, 2009
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adhesives). These displays could have been installed as eatly as July 1% but not one single
display of this type appears to have been marketed or sold. Finally, gross receipts are markedly
* down from the prior program, which is extremely disappointing.

As a last comment, the first installment of the MAG was due January 1, 2009 and is deemed late
January 10, 2009. In light of your letter, the Port will consider removing any late penalties
associated with full payment of the MAGs for January and February if payment is promiptly -
made. ‘ .

If you have any questions, I am most willing to discuss this further. I am at G10) 563-3674. 1
remain,

Sincerely, .
1 |4 <5 ' Y

"‘ { /{ }

‘ L-’ L\! MQ“Q‘L Q-“ LD NG L\{,\ v
Marcel E. Conrad '

Manager of Aviation Properties

. ocet Steven J. Grossman, Director of Aviation
Toby Sturek (tobysturek@clearchannel.cor)
- Sam Hart (samhart@clearchannel.com)
Meredith Hegarty
Janet Deutsch
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April 16, 2009

Omar Benjamin
Executive Director
Port of Oakland

530 Water Strest
Oakland, CA 94604

Dear Omar:

Thank you for taking the time to meet with us last week. We appreciated the opportunity
to discuss our situation with both you and Steve and look forward to arriving at a solution
that is mutually beneficial. -

John Moyer’s phone conversation with Steve on this matter a week or so prior to our
meeting last week had already prompted us to earnestly explore and analyze what our
best options might be and we want you to know that we came into our meeting with you
having already given the situation a great deal of thought. Your participation and
perspective, however, was very useful in helping us reach further toward finding an
acceptable solution. We want to work with you to develop a program that will flourish
and become the best that it can be for the Port of Oakland and us.

As we discussed, there are a fiwmber of dynamics at play. Some have been within our
mutual control and some have been sitmations over which we have no control at all.
Unfortunately, these -dynamics all came together to create what seemed to be an
insurmountable obstacle to our launching an advertising program that would deliver the
level of results we both envisioned at the onset of our relationship. In our meeting, Steve
articulated well the extremely harsh turn that the economy took just 2s we were selected
to lead this program. He outlined the very depressing reality worldwide that has hit
California, Oakland, and the advertising industry particularly hard. Steve also astutely
framed ‘the well-known historic challenges of marketing advertising at Oakland
International Airport considering the many other media options available in the area, the
competing venues that exist, and the media pricing depression currently underway in the
industry.

I think we all recognize and agree that both our “A” team efforts are needed to help
insure the kind of success we envision. We became aware, via numerous communications

- with some of the Airport staff that were involved in the selection process and are also
involved in our day-to-day management, that they did not want nor would they support
Clear Channel Interspace Airports active participation in local sales support. This did
prove to be a hindrance and it is an obstacle we are exiremely pleased to now have
cleared. Clear Channel Interspace Airports is a valuable player on the “A” team that was
established by Clear Channel Airports and their participation with us was expressly set
forth in our proposal and original response to the RFP. We are pleased that both you and
Steve see the benefit of full participation by Interspace.

555 12" Street, Suite 950, Oakland, CA 94607, phome (510) B35-5900, fax (510) 834-9410
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These are the factors that we believe have challenged our ability to effectively launch the
new advertising program..Having now a clear understanding and agreement on these
fundamental issues, we are prepared to move ahead in a way that aflows Clear Channel
Airports to begin installation of the investment we discussed. We are ready to employ the
full service of the original team we proposed and that was selected by the Board.

Having listened carefully to your expectations, we wish to make the following response:
The Port clearly wants and expects the best financial offer and we have made every
effort to offer the maximum possible and still provide a sustainable business model

and the level of service both Clear Channel and the Port expect.

Minimal Annual Guarantee: :
MAG proposed - Revised MAG

Year at our meeting ' offer per our meeting
1 $250,000 $300,000
2 $250,000 _ $350,000%*
3 $500,000 $500,000%*
4 $650,000 $650,000*
5 $650,000 . $650,000%
6 $650,000 © $650,000%
7 $650,000 : $650,000*
8 -$650,000 i $650,000*
9 $650,000 $650,000%
1 $650,000 : $650,000*

S

*Current agreement is that the MAG gets increased (but not decreased) to 70% of
previous year's percentage payment if that payment is higher than the pre-established
MAG for that year. We are willing to increase the MAG to 85% of previous year’s
percentage payment so the MAG can rise earlier and faster as we hopefully begin to see
the economy respond. '

Capital Investment:

$1,200,000

Percentage Pavment:

50% for year one moving to 60% for all following years.**

**The current agreement is for 50% across the entire 10 year tenn unless gross receipts
exceed $2,000,000 then it would increase to 55%. We are prepared to automatically
increase this percentage payment to 60% after year one for the remaining tertn of the
agreement. Again this will allow for larger payments faster to the Port.



Omear Benjamin, Executive Director
April 16, 2009
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As you will see, we increased eur MAG schedule from. our meeting with yon and

modified both the MAG increase mechanism and percentage payment to reflect terms -

that are.actually better and more lucrative than the existing terms in the current
agreement. This will allow the Port to benefit greatly and have rmuch more up-side
quicker when the economy does come back while creating a viable business solution to
move forward now. One thing for eertain is that it is good for the Port and a dramatically
better financial package than what is available on the market. It also offers more than any
other proposals that were submitted at the time of the RFP. In fact, the combination of
the proposed MAG exceeds Alliance’s offer by $1,700,000 and capital exceeds
Alliance’s by $550,000 for a total of $2,225,000. It should also be considered that these
improvements are ready to go immediately.

The Port wants national and local sales capability:

Only the team of Clear Channel Airports and Clear Channel Interspace Airports has a
national sales network and local/regional sales resources. No other company exists that
can represent Oakland International as effectively on the mational and local/regional
media scene and this will be a large benefit as the economy turns.

“The Port wants a local présence- and natfonal reach:
Clear Channel Airports has a long-established office in Oakland and a staff of foor in the

Bay area. Additionally, we have some 80 airport advertising specialists located around
the Country in the major media buying centers. Clear Channel Outdoor amd its

predecessor companies have had an Qfﬁce in Dakland for 44 years and currently have a

local staff of 79.
The Port wanis improvements in technology and design;

Clear Channel was the only proponent to include the CNN Airport network in our
proposal and, partnering with CNN, we delivered what has been a very well received
effort free of charge. This is 2 large capital and operational expense that CNN usually
charges for in airports the size of Oakland. Additionally, as you know, we have
$1,200,000 of capital investment ready to go. This Jarge capital investment includes but is
not limited to the following:

A new T1 volunteer visitor center

Two Digital Passenger Service Systems with six touch-screens and Mobile Media.
Ten 57” multi-use LCDs on the bag-belts

Three 657 mnlti-use LCDs at security check points

11 sponsored recycle stations

Two FreeCharge sponsored work stations



Dmar Benjamin, Executive Director
April 16, 2009
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We remain committed to the success of this program and look forward to hearing from
you soon. Time is of the essence as we have 17 existing clients that have already
contracted space into the new digital displays that are pending installation and any more
delay or change of plans will easily hold up revenue flow and the effective launch of a
new ad program for another year. We are prepared to move forward with any necessary
" next steps that will advance these discussions in the most expeditious timeframe. Thank
you again for your interest and participation. . '

Very truly, ,
/ %é y (F /90&7,@ //’?L//L,

Toby Sturek -

CFO, CCA/CCIA

cc:  Steve Grossman

TS/mln
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August 3, 2009

Marcel Conrad

Manager of Properties

Port of Oakland - Oakland International Airport
9532 Earhart Road, Suite 201

Oakland, CA 94621

Dear Mr. Conrad:

Thank you for taking the time to participate in the meeting between representatives of the
Port of Qakland (Port) and Clear Channel Airports (Clear Channel) on July 27, 2009.
This was much needed after the months of negotiation effectively brought on by the
drastic and severe economic downturn that started in the second half of 2008. We
’thought the meeting and Airport tout was very positive and productive. Your input was
insightful and will be taken to heart. We look forward to working closer with you and the
rest of the staff at Oakland International Airport through this very challengmg gconomy.

I am sending this letter as a formal request to amend our permit according to what was
discussed during our meeting, the terms which are outlined as follows: -

). Proposed Current
Year = MAG MAG
1. $850,000 $ 850,000
2. $850,000 $ 850,000
3. $850,000 '$ 850,000
4. $850,000 $ 900,000
5. $850,000 $ 900,000
6. $850,000 $ 900,000
7. $850,000 $ 950,000
8. $850,000 $ 950,000
9. $900,000 $ 950,000
10.  $900,000 $1,000,000

2). Increase the Airport’s current percentage payment from 50% to 60% of sales starting
immedjately and being effective for the life of the agreement.

3). Delete any restrictions on Clear Channel owned entities cooperating on the project.

This plan will keep the MAG the same in the early years of the contract and during the
current economic downturn while also giving the Port quicker access to potential
incremental revenue with a higher percentage payment in better times. This concept
retains a large multi-million dollar advantage to the Port over all other past proposals. It
also allows us to apply all of Clear Channel s best resources to your airport advertising
© program.



~ Marcel Conrad, Manager of Properties
August 3, 2009
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We hope you can present this at the September 2, 2009 Aviation Committee meeting and
in turn the September Board meeting. Please don’t hesitate fo contact me with any
questions.

Thank you and kind regards,
s i/ : »‘: -

John Moyer
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CirY AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATTORNEY
DENNIS J HERRERA DAVID SERRANO SEWELL

City Attomey ' Deputy Cily Attorney

‘Direct Dial: {650} 821.5075 )
Emgit: david.semano-seweli@sigov.oig

~October 24,2012

Ms. Gabrielle Brussel

Executive Vice President, Legal Aflairs and General Counsel
JCDecaux North America, Inc.

3 Park Avenue, 33" Floor

New York, New York 10016

SUBIJECT:  San Francisco Interational Alrport ("Airport™) Response to JCDecaux North
' America, Inc.'s ("1CDecaux "} Protest Letter for the Proposed Award of that certain
Request for Proposals ("RFP") for the Advertising Lease ("Lease") ta Clear Channel
Outdoor, Inc., dba Clear Channel Airports ("Clear Channel”)

Dear Ms. Brussel:

At the Airport's request, this letter responds to JCDecaux's protest letter dated October 17,
2012 for the proposed award ol the Advertising Lease to Clear Channel. In the letter, JCDecaux
~ argues that the proposed award to Clear Channel should be set aside and award should be made to
JCDecaux, We have reviewed JC Decaux's protest, the RFP, the proposals, and the score sheets, and
find that the competitive selection proceeded in conformance with the RFP and the law; the protest is
without merit. '

Specifically, JCDeeaux raises four issues to which the Airport respands as follows:
1, Misapplication of the RFP Evaluation Criteria

Airport Response: The REP clearly states the process by which the proposals are to be evaluated.
Specilically, RFP Submittal 4 Evaluation Criteria outlines the subject miatier and the allocation ol the
total humber of points available in this RFP.

The three-member review panel (the "Review Panel") was convened and the members of the panel
reviewed and scored the proposals within the Evaluation Crileria point system. There was a possible
100 points under the RIP. The Tvaluation Criteria clearly stated the points for each sub-critetia:
Business Plan 13 points, Design Intent/Construction 20 points, Operations/Management Plan 15
points, and Minimam Annual Guarantee Offer ("MAG") 50 points. Further, the REP includes
additional language for cach sub-criteria, providing clear and unambiguous guidance to the Proposers
and the Review Panel conceming the specific elements the Ajrport was secking in the proposals,
The Review Panel's scores are contained in the Airport's summary sheet, of which JCDecaux has 2
copy. The Airport is conlident that the Review Pancl cvaluated cach proposal objectively and

San FRANCISCO INTERRATIONAL ARFOT: - INTZENATIONAL TERMINAL, NO. SHOULDER BLOG., 5™ FLOCR
P.O. Box 8097 - 3an Franeise o, CALFORNIA 94128
RECERTION: {650) 821-5083 - Facsiviz: (650) 821-5086
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CIty AND COUNTY OF SAN FRANCISCO * OFFICE OF THE CITY ATIORNEY

Letter to Gabrielle Brusgel
Page 2 '
October 24, 2012

consistently with the RFP criteria. There is no evidence that the RFP process or the Review Panel's
decision was arbitrary, capricious. or lacking in support.

JCDecaux is correct in stating that the MAG score of 50 points was assigned using a specific
methodology. The methodology used was a rational, objective. and fair system to assign points in
the MAG sub-~criteria. Here, the highest MAG oller received the full 50 points and the remaining
{and tower) MAG proposals received a proportionally Jower scote. This methodology is standard
practice, both at the Airport and the greater industry.

Under this methodology, Clear Chanmel received 30 points beeause it submitted the highest MAG
offer of Ten Million Dollars ($10,000.000). JCDecaux's MAG offer was Eight Million Five Hundred
‘Thousand Dollars ($8,500,000). To appropriale a proportionate scorc. Airport staff divided
JCDecaux's MAG offer by the highest MAG offer and multiplied the result by the total points
possible under this criterion (58.500,000 + §10,000,000 = .85 x 50 =42.50). JCDeceauy therefore
received 42.50 points. Another way to ariculate the methodology is 85% of the 50 points, which is
42,50 points.

* Further, the methodology was not applicd afier the fact or contrary to the RFP, as claimed by
JCDecaux. Airport staff thoroughly discussed and explained the methodology at the inforrmational
conference of May 10, 2012, JCDecaux attended this mecting and was afforded the opportunity to
ask questions and seck clarification on the MAG scoring methodology or any RFP item.

2, The Mathematical Errors in the Score Sheet.

Airport Response. The Airport's compilation of scores are correct, as is JCDecaux’s assertion that
two individual scores were off by one one hundredih of a point. ‘The difference., which is immaterial,
amounted to a difference in rounding methods. '

Assuming the Airport used JCDecaux's system, the other proposcrs would have also received an
additional hundredth poirt, thus making JCDecaux’s revision to the points immaterial to the outcome
and ranking of the proposals. Indced. even if the Awport rounded only JCDecaux's score to the
hundredth, the outcome would be the same. : :

3. Scorer P2 did nat score JCDecaux fairly or within permiissible limits.

Airport Response. The Review Panel was comprised of individuals with relevant experience in
marketing, advertising, and signage and design in airport settings. The panelists were impartial and
weré screened for any conflict of interest. Airpont staff instructed the members of the Review Panel
to review the proposals and to excreise their own independent pro fessional judgment in assigning
scores to each proposal applying the Evaluation Criteria as set forth in the RFP.

Although the.panel was nol unanimous on every point, two of (he three panelists scored Clear
Channel the highest overall. P2 scored Clear Channel lower in some arcas but highest in advertising
mediums and revenuc potential. There is nothing in P2's scores 1o indicate anything improper in the
scoring process. Note Lhat California couits give the greatest possible deference to the agericy's bid
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evaluation. (See Mike Moore's 24-Four Towing v. Citv of San Diego (1996) 45 Cal. App. 4th 1294,
1305-1306 (1996)). A review is Hmited 1o an inquiry inte whether the decision was arbitrary,
capricious or entirely lacking in evidentiary support. (See Citizens for Improved Sorvento Access,
Inc. v. City of San Diego 118 Cal, App. 4th 808, 814 (2004)). Contentions that the scorcs are
improper or questionable constitute mere disagreement with the evaluation, and are insufficient to
ostablish that the evaluation is unreasonable, arbitrary, or capricious, (See Cube Corp, v, United
Stares 46 Fed. Cl. 368, 386(2000)).

There is no evidence 1o support a finding that P2 Scorer's cvaluation was arbitrary, capricious, or
lacking in support, '

4, Clear Channel’s MAG Offer is Commercially Unreasonable and Coustitutes a
Financially Irresponsible and [Husory Proposal.

Airport Response, Under the RFP terms, each proposer delermines the achicvable gross sales and
submits 2 MAG offer. The Airport accepts Clear Channel’s commitment to {ulfill its MAG offer of
Ten Million Dollars. The Airport has no yeason to believe that Clear Channel's proposed MAG is
anything other than commercially reasonable. Through the enforcement of the Lease, the Airport -
will hold Clear Channel accountable to meet its MAG obligation, as the Airport does for all of its
concession (enants,

Since this particular claim suggests that Clear Channel is finzneially unable to meet its MAG offer,
the Airport invited Clear Channel to comment o this discrete issue. Please see the attached letters.
Given the linancial information and representations contained in Clear Channel's proposal, as
highlighted in Clear Channel's response to JCDecaun's protest, the Airport is satistied that Clear
Channel is ready, willing, and able to meet its MAG obligations as proposed.

* * * ® %

For the reasons addressed above, the Airport confirms that JCDecaux's protest of the RFP is
without merit and therefore denied. We understand that the Airport Director intends to recommend
to the Airport Commission award of the Lease to Clear Channel at its next regularly scheduled
meeting of Tuesday, October 30, 2012, -

David Serrano Sewell
Deputy City Attorney

Enclosurcs

ce: Jobn L. Martin, Abrport Directar
Sheryl Bregman, Airport General Counsel
Leo Fermin, Deputy Airport Director
Cheryl Nashir, Assistant Deputy Direcior
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- CitY AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATTORNEY
DENNIS J. HERRERA DAVID SERRANO SEWELL
City A’lforney ‘ Deputy Cily Attorney

Direct Diat {650) 821-5075
Emaily dovic!.serrcno-seweIl@sigov.org

October 22,2012

Michael O’Brien |

Operations Counsel

Clear Channel Qutdoor — Americas
2325 E Camelback Road, Suite 400
Phoenix. AZ 85016

Re: | Responsc by Clear Channel Outdoor, Inc. to Issue Raised in Protest Letter filed by
JCDecaux . ‘ _

Dear Mr. O Brien:

We understand that Clear Channel Quidoor, Inc.. doing business as Clear Channel
Airports (Clear Channcl), is in receipt of the protest letter filed by JCDecaux (JCD) of the
proposed lease award to Clear Channcl by the San Francisco International Airport (Airport)

under that certain Request for Proposals (RFP) for the Airport Advertising Lease (Lease). An
additional copy is enclosed for your reference. ‘

The JCD protest letrer outlines four reasons in its requests that the Airport set aside the
proposed award to Clear Channel in favor of JICD, including: “4. Clear Channcl's MAG offer 1s
Commercially Unreasonable and Constitutes a Financially Irresponsible and Ilusory Proposal.”

We invite Clear Channel to respond 10 JCD's protest, specifically with reference to item
“number four. The response is due by the close of business on Tuesday, October 23, 2012,
Kindly address your comments to the undersigned.

Finally, please note that this letier constitutes neither notice of award nor intent to award
the Lease. The Lease is subject to the upproval of the Airport Commission and the Board of
Supervisors for the City and County of San Francisco. cach acting in their sole and absolute
discretion.

Very truly yours, '

- DENNIS J. HERRERA
City Altorney

David Serrano Sewell
Deputy City Attorney

S FRANCISCO INTERNANIGNAL ARPORT » INTERIATIONAL TeRmINAL, NO. SHOULDER BLDG., 5™ FLODR
P.0. Box 8097 . $an Francisco, CAUFORMA 94128
Recernan: (630) 821-3083 + FACsuare: (650) 821-5084
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Qctober 23, 2012

David Serrano Scwell

Deputy City Attorney

San Francisco City Attorney's Ollice
Suan Francisco Tnternational Airport
International Terminal, 5" Floor
P.Q. Box §097

San Francisco, CA 94128

RE: Response Lo JCDecaux Protest Letter dated October 17, 2012

Dear David,

Fer your request in your letier duted October 22, 2012, Clear Channel Ouidoor, Inc., d/bfa Clear
Channel Airpurts (“Clear Channel™) is writing this letter in vesponse to the Letter from JCDecaux North
America, [nc. (“JCD™), dated as of October 17, 2012, Re: Protest to Proposed Contract Award to Clear
Channel Airports (the “JCL Protest Letter™), ' '

" In particular, we would lile 10 address point #4 of the JCD Protest Letter, which states that “Clear
Channel’s Minimum Annual Guarantee (MAG) offer is commercially unreasonable and should be
rejected as a financially frresponsible offer,” For all of the reasons stated below, Clear Channel
disagrees with this point, and feels that the award of the Airport Advertising Lease (the “Lease™) was in
fact commercially reasonable.

First, in order to respond to any request for proposals which eould potentially result in a contract
similar in size and scope 10 the Lease, Clear Channel undertakes a rigorous evaluation process,
including financial. legal and operational review. As part of the substantial and detailed financial
review, each such contract must meet minimum internal rate of return thresholds which have been set
by Clear Channel's executive leadership team and board of directors. This internal rate of return
requirement applics fo any new opporiunity (he company explores; if a contract does not mect this
requirement, Clear Channel will not respond. In the case of the Lease, Clear Channel’s internal rate of
return requirements were met when factoring in all aspects of Clear Charnel’s bid, including the MACG.
Additionally, for a contract which would-obligate Clear Channel for $25 million or more in guaranteed
expenditure, as (he Lease will, Clear Channel must obtain board of director approval. Clear Channel
thus was required Lo, and did, obtain he requisite baard approval for the Lease, T'his comprehensive
financial analysis by an Industry-leading and experienced operator negates any argument that Clear -
“Channel’s MAG offer was commercially unreasonable or financially inesponsible. Of course, Clear
‘Channel also complicd with all financial requirements of the RFP, including providing financial
statements showing the ability to mect MAG abligations, as well as posting the required hond to secure
all such obligations.

e'h:m:‘,.-,t‘mm;.]: ‘&r'--_'f" X
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Second, JCD points to other examples
San Jose and Scatile. Tn regards to the Lease at hand, these ather city contracts are, quite frankly,
irelevant, With that said, it should be noted that Clear Channel has not defaulited on cither of the

' aforementioned contracts. Moreover, throughout its fong and successful tenure as the advertising
concessionaire at SFQ Airport, Clear Channel bas never defanlted on any of its payment obligations. 1t
should also be noted that, contrary to JCD’s position in the JCD Protest Letter regarding “loss leadet”

_contracts, Clear Channel has no imention of losing any money on the Lease. On the contrary, any
forecast of u lass ob the transaction would have precluded Clear Channel from responding to the RFP
based on its own internal financial criteria and board approval requircments.

Third, Clear Chatmel's MAG tor the Lease was Dbased o, amang other things, forwanrd-Jooking revenue
assuniptions and nes producis. As an experienced advertising concessionaire at. SFO Airport and in
other large airports across the country, Clear Chamnel is in the best position to determine what it feels ‘
would be a reasonable estimaté of it future revenuc for an advertising program.

Finally, as the largest operator of airport advertising concessions in the United States, Clear Channel
cvaluates opportunities such as the one presented by the Lease both individually and in the conlext of
its entire business portfolio. As reflected in its bid, Clear Channel attributes great value not only 10
SFO Airport an its own, but also to having SFO Airport as a part of its overall advertising program.
SFO Airport is a key strategie market in Clear Channel's stable of airport advertising Incations, and an
important part of its pitch lo advertising clients seeking national presence in major hubs across the
gountry. Thus, Clear Channel is more than willing (and able) to pay a premium amount Lo retain the
concession at SFO Airport; which it considers one of the premium airports in the country.

In conclusion, the assertions set forih in the JCD Protest Letter are unsupported. The MAG Amount
was allocated 50% of the total points availehle in the scoring eriteria; Clear Chaunel responded
accordingly and took into consideration the weight attributed 1o this aspect of its response, As
detailed above, Clear Channel’s bid [or the 1.case was both commercially reasonable and financially
responsible. JCD's Protest Letier should be disregarded, and the award of the Lease to Clear
Channel should stand. If you have any further questions regarding this matter, please do not hesitate
to contact nic at the above-listed contact information. Thank you. -

Sincerely,

Sara l.ee Keller
Execulive Vice President & General
Counsel .

cer Leo Formin
Toby Sturek
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CiTy AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATTORNEY

DENNIS J. HERRERA DAVID SERRANO SEWELL
City Attorney Deputy City Attorney
\ . . " DitectDial: (650} 821-5075
Email: david.serrano-sewell@sfgov.org

, October 29, 2012
By Facsimile to (415) 766-4510 and Email: mara@rosaleslawpartners.com

Mara E. Rosales, Esq.

Rosales Law Partners LLP

433 California Street, Suite 630
San Francisco, California 94104

Subject: JCDecaux North America, Inc. ("JCDecaux") Protest of the Proposed Award of
that certain Request for Proposals ("RFP") for the Advertising Lease ("Lease" to
Clear Channel Outdoor, Inc., dba Clear Channel Airports ("Clear Channel")

Dear Mara:

[ am in receipt of your letter dated October 26, 2012 in which, on JCDecaux's behalf, you
reply to the letter dated October 24, 2012 from this office rejecting FCDecaux's protest of the
proposed award of the Lease to Clear Channel. We have reviewed the two assertions raised in your
letter and found no reason to change our earlier conclusion that the Airport's selection process was
fair and proper.

First, as to the assignment of points for the Minimum Annual Guarantee ("MAG"), the
Airport disagrees with your characterization that thére was a misapplication of the RFP evaluation
criteria. As described in our letter of October 24, 2012, the Airport used a simple mathematical
formula to assign points to each proposal proportionate to the maximum points available, with the
highest offer receiving the maximum number of points. The Airport uses this standard methodology
for its concession lease competitions of this type, as do other airports around the country. Second, as
to the amount of Clear Channel's MAG offer, the Airport disagrees with your conclusion that the

- offer is commercially unreasonable. The Airport is confident that Clear Channel will uphold its
MAG offer. Suggestions that Clear Channel sought renegotiation of its leases in Oakland or San Jose
is of no relevance to the Lease for SFO. The Airport Review Panel carefully reviewed the financial
information required for submission and scored the proposals in conformance with the evaluation
criteria in the RFP. :

The Airport Commission will consider award of the Lease at its meeting scheduled for
tomorrow, Tuesday, October 30, 2012.

Sincerely,
DENNIS J. HERRERA

City Attorney M
N e Al v

David Serrano Sewell
Deputy City Attorney

SAN FRANCISCO INTERNATIONAL AIRPORT + INTERNATIONAL TERMINAL, NO. SHOULDER BLDG., 5™ FLOOR
) P.O.Box 8097 - SAN FRANCISCO, CALIFORNIA 94128
RECEPTION: (650) 821-5083 - FACSIMILE: (650) 821-50864



CITY AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATTORNEY

cc: John L. Martin, Airport Director
Sheryl Bregman, Airport General Counsel
Leo Fermin, Deputy Airport Director
Cheryl Nashir, Assistant Deputy Airport Director



 Quadra&Colltrp

649 Mission Street - Fifth Floor - San Francisco - California - 94105
Tel: 415.426.3502 Fax; 415.625.9936

Writer's direct 2-mail;
Jquadra@quadracoll.com

December 21, 2012

Hon. Dennis Herrera

City Attorney San Francisco.
City Hall Room 234

1 Dr. Carlion B. Goodlet Place
San Francisco, CA 94102

Re: JCDecaux North America—Resolution of Protest to SFO Advertising Lease Award
Dear Dennis: |

On behalf of Bemard Parisot and Stacey Kodak of JCDecaux North America
{(“JCDecaux™), I thank you for the meeting in your office on December 18, 2012. AsfT indicated,
we are secking an amicable and fair resolution of our stated cdncérns regarding the Afrport
Coramission’s award of the SFO Advertising Lease (“Advertising Lease™) to Clear Channel
Airports (“Clear Channel”). Based on the letter from Leo F ermin, SFO Deputy Director for
Business and Finance, dated November 1, 2012, we understand SFO's position to be that the
Board of Supervisors (“the Board”) is the final awarding authority with respect to the _
Advertising Lease under City Charter Section 9.118. Attached is a copy of Mr. Fermin's letter
for you review. We further understand that SFO's position has been ratified your office. As such,
the Board has the discretionary authority to approve, amend or reject the Airport Commission’s
award of the Advertising Lease, and thus to also decide the merits of JCDecaux’s protest to the
award of the Advertising Lease to Clear Channel. Accordingly, we suggest the following
administrative procedure to address our concerns. :

At or shortly before the fime the Board receives the Clear Channel lease award
recomumendation frém the Airport Commission Secretary, JCDetaux will renew ifs protest to the
award recommendation with the Clerk of the Board. We will request the President of the Board
to first refer the protest to the Rules Committee for adjudication, since that is the Committee
which handles legal claims. We expect that the Rules Committee will hold a public hearing on
 the protest and would reach a decision, which would be forwarded to the full Board of
Supervisors for action. After adj udication of our protest by the Board of Supervisors, we expect
the lease award decision to be referred to the Finance Committee by the Board for determination
of next steps. If the protest is.sustained, given that the Board is the final awarding authority, the
Finance Committee should hold a public hearing at which time Clear Channel and JCDecaux
would be able to present their qualifications and proposals to the City. Afier the proposers are
interviewed by the Finance Committee, the Committee would select the successful awardee and
forward its recommendation to the full Board of Supervisors for action.



Hon. Dennis Herrera
‘December 21,2012
Page 2

The above mechanism is consistent with the Board being the final awarding authority and
allows for a final resolution of the pending dispute within an acceptable time frame given that the
current lease for this opportunity is due to expire in March, 2013. For your information and
consideration, also included with this letter is a copy of the protest and related documents.

P

As we discussed at our meeting on December 18th, JCDecaux values its long-standing
aud successful business relationship with the City and County of San Francisco. As we
mentioned to you during the meeting, our sole interést is to ensure fairness in the competitive
process for the SFO Adverting Lease, not only for the proposers but for the City as well. We
look forward to your hearing your thoughts on our recommendations: :

. Regards,

A

James A. Quadra T

-
K\g.,_,...’"/
‘cc: Marisa Moret B -
Bernard Parisot
Stacey Kodak

Chris Moscone
Mara Rosales



San Francisco International Afrport

November 1, 2012

(via Facsimile: (415) 766-4510 and Email: mara@rosaleslawpartners._cdm)

Mara E. Rosales, Esq.

Rosales Law Partners LLP

433 California Street, Suite 630
San Francisco, CA 94104

Subject:  San Francisco International Airport ("Airport") Response to the Immediate Disclosure Request for
Documents Relating fo the Airport Advertising Lease Request for Proposal {("RFP")

Dear Mara:

This letter responds to your letter dated October 31, 2012 seeking disclosure of certain documents
regarding the above referenced RFP (hereinafier referred to as the "Disclosure Request"),

- The Disclosure Request is styled as an Immediate Disclosure Request under the City’s Sunshine
Ordinance. But it secks a multitude of documents; the totality being extensive and demanding. Under these
circumstances, it is not a “simple, routine or otherwise readily answerable request,” and thus docs not qualify
as an Immediate Disclosure Request under the Sunshine Ordinance. See S.F. Admin. Code Section 67.25(a).
Accordingly, the time deadlines governing public records requests under the Public Records Act will apply.
Even so, the Airport will move expeditiously to gather and review responsive records so that we may get non-
exempt records lo you as soon as reasonably possible,

As to the first item requested, the "Clear Channel Airports' (Clear Channel) proposal submitted in
response to the Airport Advertising Lease RFP", the communications between the Airport and the proposers
relating to the RFP and the award of the lease, including Clear Channel's, FCDecaux's, and Titan's proposals
will be made available after the Board of Supervisors awards the lease contract. See Admin. Code Section
67.24(e)1).

The Airport will make all reasonable efforts to produce those readily available documents sought in
the Disclosure Request on a rolling basis. As responsive documents become available following their review,
my staff will contact your office by email for retrieval. The documents will be made available at the front
desk reception at the Airport's administrative offices on the Fifth Floor, International Terminal.

At this time, given the voluminous nature of the Disclosure Request, it is difficult to estimate the
copying costs. As a professional courtesy, your office may submit payment for the copying, costs for the
previous retricval of documents, please advise if this is acceptable. '

Do not hesitate to call if you have any questions. .

Sincerely,

pd

Leo Fermin
Deputy Airport Director
Business and Finance

ec: John L. Martin
David Serrano-Sewell

RIRPDRT COMMISSIGN CITY AND COUNTY OF SAN FRANCISCO

EQWIN M. LEE LARRY MAZZOLA LIMGA 5. CRA¥TDR ELEANOR M0HNS RICHARD L GUGGEMRINE PEYER A, STERN JOHN L. BARTIR
MAYQR " PRISIDENT VICE PRESIDENT . AIRPGRT DIRECTOR

Post Office Box 8097  San Francisco, Californiz 94128 Tel 650.821.5000 Fax 650.821.5005 www flysic,com



PROCEDURAL TIMELINE

April 2012

May 10, 2012

May 23, 2012
July 17, 2012

July 27, 2012

September 5, 2012

October 11, 2012

October 17,2012

October 18, 2012

October 24,2012

SFO AIRPORT ADVERTISING LEASE RFP

Airport Advertising Lease RFP distributed. Evaluation Criteria states that 50 points
will be awarded for meeting the $7.5 million Minimum Acceptable Offer (MAQ).

Informal {(non-mandatory) Conference to inform interested parties about the
competitive selection process for the RFP. SFO asserts that the presentation
included an oral modification regarding the MAO scoring methodology to be used.
SFO's characterization of the modification as an "explanation” is inconsistent with
the express language of the written RFP. Attendees do not recall SFO discussing the
change

Deadline for submission of written questions or requests for clarification.
Airport Commission approves amended RFP, including lowered MAO.

Addendum No. 2 approved on 7/17 (including a reduction in advertising locations
and a reduction of the MAOQ to $7 million) and compilation of questions and
answers circulated to potential respondents. Addendum did not include the verbal
modification of the RFP allegedly given at the 5/10 Informal Conference regardlng
the Minimum Annual Guarantee (MAG) scorlng methodology.

Deadline for the submission of proposals.

SFO announces that an evaluation panel has determined that Clear Channel Airports
is the highest ranking, responsible, and responsive proposer and is the apparent
successful proposer on the Advertising Lease RFP.

JCDecaux submits a bid protest to SFO on the following grounds: (1) proposals have
not been scored in a manner consistent with the Evaluation Criteria specified in the
RFP; (2) there is a mathematical error in the addition of JCDecaux’s bid; (3) the
scores awarded by JCDecaux by scorer P2 are impermissibly irrational; and (4) Clear
Channel’s MAG offer is commercially unreasonable and should be rejectedas a
financially irresponsible offer.

Deadline to submit a bid protest.

City Attorney denies JCDecaux’s bid protest for the following reasons: (1) despite '
the fact that the RFP does not mention a sliding scale methodology, the City |
Attorney asserts that the RFP clearly states the process by which proposals are to be
evaluated, the methodology is standard practice, and the methodology was
discussed at the Informal Conference; (2) SFO’s compilation of the scores is correct
and the difference asserted by JCDecaux amounted to a difference in rounding
methods; (3) Scorer P2’s evaluation was not arbitrary, capricious, or lacking in

support; and (4) notwithstanding SFO public records suggesting concern that the $7

MAO was too high, the City Attorney states that SFO has no reason to believe that
Clear Channel’s proposed MAG is anything other than commercially reasonable..



PROCEDURAL TIMELINE

October 26, 2012

October 29, 2012

October 26, 2012 .
October 30, 2012

November 1, 2012

December 18, 2012

December 21, 2012

January 18, 2013

SFO AIRPORT ADVERTISING LEASE RFP

Furthermore, the City Attorney provides Clear Channel with notice of the JCDecaux
bid protest and allows Clear Channel the opportunity to respond.

Rosales Law Partners (RLP) reply to denial of protest. RLP refutes the City
Attorney’s contention that the sliding scale application of the MAG methodology
was explained orally at the non-mandatory Informal Conference because by the
terms of the RFP itself and California case law, oral representations or modifications
do not suffice to change the instructions in an RFP. RLP also stresses that the MAG
offer by Clear Channel is commercially unreasonable. Clear Channel hasa
demonstrated business practice of overbidding MAG offers at sister airports and not
performing. The only reason that Clear Channel is not in default is that it has
managed to successfully negotiate contract amendments with other Bay Area
airports. RLP emphasizes that these facts warrant a deeper inquiry by SFO into the
San Jose, Oakland, and Sea-Tac Airport contracts with Clear Channel.

The City Attorney’s Office, through DCA David Serrano Sewell, responds to RLP’s
10/26 letter regarding the rejection of JCDecaux’s bid protest. The City Attorney
disagrees with JCDecaux’s argument that the RFP evaluation criterion was
misapplied, but does not address the prohibition against oral amendments of an
REP. The City Attorney also states that SFO believes that Clear Channel's MAG offer
is commercially reasonable and is confident that Clear Channel will uphold its MAG
offer. The City Attorney ignores JCDecaux’s concerns that Clear Channel has a
practice of overbidding MAG offers and instead says that suggestions that Clear

- Channel sought renegotiation of its leases are irrelevant to the Airport Advertising

Lease for SFO.
JCDecaux renews protest to award of lease to Clear Channel to Airport Commission.
Airport Commission approves award of Airport Advertising Lease to Clear Channel,

In response to a Sunshine Ordinance request by RLP, Leo Fermin, SFO Deputy
Director for Business, stated that certain requested documents “will be made
available after the Board of Supervisors awards the lease contract.”

JCDecaux meets with City Attorney Dennis Herrera.

Correspondence from James Quadra on behaif of JCDecaux to City Attorney Dennis
Herrera suggesting a course of action for the Board of Supervisors and emphasizing
that JCDecaux’s sole interest is to ensure fairness in the competitive process.

The City Attorney’s Office, through DCA Jon Givner, responds to James Quadra’s
12/21 letter. Mr. Givner stated that the City Attorney’s Office “will be advising the
Board of Supervisors regarding the legal options when the resolution approving the
contract is introduced.”



PROCEDURAL TIMELINE

SFO AIRPORT ADVERTISING LEASE RFP

February 6, 2013 Airport Commission forwards proposed resolution regarding its award of lease to
(approximately) Clear Channel to Board of Supervisors for action. ‘



Clear Channel’s History of Contract Modification at SFO

April 20, 2001

Clear Channel (through a predecessor company), the sole-competitor for the Airport
Advertising Program RFP, entered into a Lease Agreement with SFO. This Agreement

called for a 5-year term and three, 1-year options at SFO’s option.

February 19, 2002

To address the decline in airport travel due to September 11, 2011, the Airport
Commission approved the Airport Concession Support Program which (1) suspended
the MAG until monthly enplanements equaled or exceeded 85% of the
enplanements for the same month in 2000 for two consecutive months and (2)
granted, at the tenant’s discretion, an extension of the lease term for one —year
period. Airport staff and Clear Channel subsequently engaged in further lease
modification discussions. The Board of Supervisors approved the Airport Concession
Support Program retroactive to September 11, 2011 and the lease modifications
negotiated by Clear Channel on August 12, 2002. ’

March 5, 2002

Airport Commission approved additional advertising locations in the baggage claim
level and reinstatement of the MAG effective April 1, 2002.

April 2, 2002

Airport _Cbmmission approved an amended MAG Increase Schedule and amended
the MAG adjustmeht schedule that governed the MAG recalculation for each year
(instead of hsing the Consumer Price Index, the MAG was now recalculated each
year based on the greater of 85% of previous year’s rent or the amount in the -
amended MAG Increase Schedule).

July 30, 2003

Letter Agreement between SFO and Clear Channel for additional advertising
locations and increase to the MAG.

October 4, 2005

Letter Agreement between SFO and Clear Channel for additional advertising
locations and increase to the MAG.

2007-2010

The parties negotiated an amendment that would have (1) approved additional
advertising locations; (2) authorized half of the rent collected from some of these
locations to be shared with the a‘ppropriate airline or SFOTEC; and (3) exercised all
three, 1-year options for a new expiration date of March 31, 2014. The Airport
Commission approved this amendment, but on September 22, 2002, SFO staff
requested that the Board of Supervisors Budget & Finance Committee table the
resolution addressing this amendment. Later, SFO informed Clear Channel that
“based on the considerable challenges” that SFO met in obtaining the Board of
Supervisors’ approval, SFO had opted not to pursue this amendment.




CITY AND COUNTY OF SAN FRANCISCO

AIRPORT COMMISSION

Request for Proposals

Distributed Anténna System (“DAS?”)
- at the San Francisco International Airport
for Cellular and Other Wireless Services
(Contract No. 8848)

RFP Release Date: May 28, 2008

‘Pre-proposal Conference: June 13, 2008, 10:00 a.m.
Site Visit: June 19, 2008, 9:30 a.m.
Deadline for Submission: July 25, 2008, 5:00 p.m.

. AIR-380 (11.07) .



V. Evalunﬁon and Selection Criteria

A. . Minimum Qualifications

Any proposal that does not demonstrate that the proposer meets the minimum qualifications by
the deadline for submittal of its response 1o this RFP will be considered non-responsive, will not be
reviewed by the evaluation committee and will not be eligible for award of the contract,

A Proposer may be comprised of any combination as a prime firm, joint venture, and/or
subcontractors. Qualifications shall be determined baset on the combined qualifications of the Proposer’s
team. No one (1) member of the Proposer’s team must be qualified in all areas of expertise. Proposers
must meet the following minimum qualifications to be eligible for further consideration in the selection
process; - ' .

» Proposers or at least one (1) member of a team or joint venture shall have a minimum of
three (3) completed design, installation, integration and implementation of centralized,
modular, expandable, neutrally-hosted common network DAS in the past five (5) years,
capable of supporting commercial cellular service and other RF-based services, and serving a
minimum of three (3) major national cellular carriers.

¢ Proposers or at least one (1) member of a team or joint venture shall have a minimum of five
(5) years of experience in operation and management of a centralized, open architecture,
modular, expandable, neutrally-hosted common network DAS in the past ten (10) years,
capable of supporting commercial cellular service and other RF-based services, and serving a
minimum of three (3) major national cellular carriers. :

B. Selection Criteria

Airport staff will screen the submittals to ensure that the firms identified as qualified to provide
these services meet the minimum qualifications. Submittals that meet the minimum qualification
requirements will be evaluated by an evaluation committee. The Airport intends to evaluate the proposals
generally in accordance with the criteria itemized below. The Airport reserves the right to interview any
number of the proposers with the highest scoring proposals by the committee to make the final selection.

The descriptions following each evaluation criteria are provided as a guide and are not intended
to be comprehensive.

1. Project Approach (400 points)
a.  Understanding of the project, tasks to be performed and deliverables.

b, Level of detail and thoroughness in the proposed solution, and level of
responsiveness to-the technical requirements outlined in Appendix C, Section 6.

c. - Compliance of the pro’pdsed DAS with projebt requirements, responsiveness to the
proposal requirements regarding DAS Applications outlined in Appendix C,
Section 6.2, and proposer’s ability to provide an open-access, flexible, scalable
system. :

AIR-390 (11-07) ’ Page 12 » May 28, 2008



AIR-590 (11-07)

Preliminary design approach and responsiveness to the proposal requirements
regarding system architecture outlined in Appendix C, Sections 6.3 and 6.4,

_including but not limited to data collection and analysis, leve! of detail about

design parameters, floor space requirements, HVAC and power requirements,
cabling and connections, security and access requirermnents, weight loading and
structural requiremients, and aesthetic impact of any system components inside and
outside the airport buildings, and system capacity enhancements and expansion
capability.

Quality, thoroughness and logic of preliminary installation plan, meeting the
requirements outlined in Appendix C, Section 6.5, and merit of the quality
assurance plan for the DAS to ensure reliable and efficient service for users, and
proposed measures to safeguard against degradation or interruption of current
telecommunication applications at the Airport, including ccllular service, durmg
installation and testing of the new DAS.

Preliminary system testing plan.

Extent and duration of warranty for the DAS and all its components, including
equipment, hardware, software, services and all other items necessary or proper for, -
or incidental to operating and maintaining the system in accordance with the
performance specifications.

Proposed Operation and Maintenance Plan,

Work plan and schedule.

Experience, ability and willingness to work collaboratively with a potential non-
cellular prime contractor (see Appendix C, Section 7.1).

Assigned Project Staff (200 points)

Recent e*(perlence of staff assigned to the project and a descrlptlon of lhe tasks fo
be performed by each staff person;

Professional qualifications and education; and

Workload, staff availability and accessibility.

Experience of Firm and Subconsultants (300 points)

a.

Expertise of the firm and subconsultants in the fields necéssary to complete the

- tasks;

Quality of recently completed projects, including adherence to schedules. deadlines
and budgets; : .

Experience with similar projects; and

Page 13 May 28, 2008



d. Results of reference checks.

4, Fee Proposal (100 points)

SFO’s selection will not be made solely oni the basis of the lowest bid. However, the fee

“proposals will be considered and points will be awarded as follows: Points will be determined based on’
the lowest applicable fee proposal determined by SFO among proposers meeting the minimum
qualifications, considering the total of all the various amounts submijtted in the Pricing Schedul
(Appendix D). A weighed total fee proposal will be determined as follows: The total fee prop:
Phases 1,2 and 3 will have 30%, 25% and 10% of the total weight, respectively; the total fee |
O&M services in Years | to 3 will have 25% of the total weight, and the fee proposal for Q&N
will have 10% of the total weight, The proposer with the lowest wei ghed total fee proposal shz
the maximum number of points for this evaluation criterion (100 points); the other proposals w
scored dividing the amount of the lowest weighed fee proposal by the weighed fee proposal bei

and multiplying this result by 100 points (total possible points).

. For example, three fee proposals are submitted with the following total weighe
31,000, $1,200 and $1,300. The lowest amount (%$1,000) will receive 100 points, the $1,200 pr
receive 83 points (100 points multiplied by $1,000 and divided by $1,200), and the $1,300 proj
receive 77 points (100 points multiplied by $1,000 and divided by $1,300). ‘

5. Optional Oral Interview (250 points)

Following the evaluation of the written proposals, SFO reserves the right to inv..c i,

- number of proposers receiving the highest scores to an oral interview. The interview, if conducted, will
consist of standard questions asked of each of the proposers. For each firm, the interview score will be

combined with the scores in the other categories to determine the overall final score. Evaluation criteria
may be based on, but not be limited to, the following:

a. Information provided by the firm about its relevant experience:” Relevance of the team )
experience as demonstrated by types and complexity of previous work presented.
Evidence of the expertise the team brings to the project. )

b. Discussion about approach to implementalioﬁ: Understanding of the key long-range .
and short-range implementation issues that affect the project. Quality of the insight or
conceptualization of the issues relevant to the project.

c. - Quality and clarity of the communication presented orally during the interview plus
any additional written and griphic communication used to represent the skills of the
team. Clarity in the organization-and exposition of the document and the presentation,

d. Degree to which the technical expertise is complete for the anticipated scope of work.
Evidence presented during the interview that the team is structured for a
comprehensive approach.

e. Discussion about firm’s project management abilities. Evidence that previous work

was well managed, within budget and on-time. Documentation of relevant problems .
and how they were resolved.

AIR-590 (11-07) ‘ Page 14 . » May 28, 2008
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San Francisco International Airport

Request For Proposa

Management and Operations of Public and Employee Parking at

San Francisco International Airport

Contract Number 9121

Date Issued:

W;ednesday, October 26,2011
Pre-Proposal Conference:

Tuesday, November 8, 2011, 10:00 AM
Proposal Deadline:

Tuesday, November 29,2011, 3:00 PM

CITY AND COUNTY OF SAN FRANCISCO
Edwin M. Lee, Mayor R

AIRPORT COMMISSION

Hon. Larry Mazzola, President

Hon. Linda S. Crayton, Vice President
Hon. Eleanor Johns

Hon. Richard J. Guggenhime

Hon. Peter A, Stern

AIRPORT DIRECTOR
John L. Martin
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" Diréct Labor only ifichide that portion of cosfs rélated to the direct labor salary or -
wages incurred. . ' g :

d) Payroll Additives are the costs incurred by the employer related to payroll costs.
These costs are generally statutory requirements such as payroll taxes and
workers’ ¢ompensation insurance; however in some instdrices, other costs such as
general liability insurance may be included. T “

e) Thetotal "Indirect Costs" comprising the not-to:exceed amotnt are: 'indirect
laber, fringe bénefits, payroll additives, Gperating expenses (materials, supplies,
sundries and bonds), and general and administrative expenses. The cost of cutside

- and contracted services is not to be included in the indirect cost pool for
computing the indirect cost ceiling or the Fee. The cost of contracted services and
services provided by third parties such as Jjanitorial, security, armored car and
equipment maintenance are to be provided in the "Sub-Contracted Services"
section of the Fee proposal form.

f) Hourly rates for all team members must comply with thé Prevailing Rate of Wages
Ordinance No. 3-03 (San Francisco Administrative Code Sec.21C.3, Appendix C).

g) Proposed Management Fee s shown in the Cost Proposal Form as a not-to-exceed
percentage of the Total Fee Base is the sum of Direct Labor.costs plus the Total
Indirect Costs. A Management Fee needs to be proposed for each year of the five
(5) year term. o ' ' B

h) A Guaranteed Maximum Price (GMP) _coﬁsisting of total reimbursable costs for the
Base Contract Year, including the proposed Management Fee. Anaual adjustments
to the GMP not to exceed a cap of 3% per year for each subsequent contract year.

1V. EVALUATION AND SELECTION CRITERIA
A. Minimum Qualifications

Any proposal that does not demonstrate that a proposer meets these minimum requirements by the

* deadline for submittal of proposals will be considered non-responsive and will not be reviewed by an
evaluation panel and will not be eligible for award of the contract, These qualifications have been
established based on the size, operationial characteristics, and volume of revenue currently generated
at the Airport’s parking facilities. At a minimum, a proposer and/or joint venture partner must meet
the following qualifications: :

e A minimum of 5 years verifiable continuous experience, within the last 7 years operating
parking facilities serving an airport that has at least 15,000 spaces that is open 24-hours per
day, 365 days per year and generates at least 2.5 Million-exit transactions per'year and $60

- Million in annual revenue; and

* A minimum of 5 years verifiable ¢ontinuous experience within the last 7 years with a fully
on-line revenue control system, Proposer must have experience generating revenue and
facility operations reports; and operating and performing light maintenance on systems
components, including ticket issuing machines, loop detectors and actuated gates, and cashier
terminals; and - ‘ ' :
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* A minimum of 5 years verifiable, continous experience within the Iast'7 yéars managing =~ - ' E
staff of at least 60 fl.l]l-tlmf: employees.

It is mandatory that the individual, partnership, joint venture, corporation, or the officers or
principals thereof, submitting a proposal, either as presently constituted or enstmg as aresult of
some business reorgamzatlon or executive affiliation, liave the'dbove minimum quahﬁcatlons If
such is found not to be the Gase, any proposal submltted by any such individual, , partnership, joint
venture, or corporation may. berejected. In the case of a: proposal subtmtted by a partnershlp or
joint-venture; at least-one (1) of the general par(ners thereof or. one.of thé constituent ‘members with
a minimum of 35% ownership share of joint venture must possess said minimuni quahﬁcatlon

B. Selection Criteria

Airport staff will screen the proposals to ensure the Proposers meet the mitnimum quahﬁcatlon , .
requirements. Proposals that meet the minimumi qualifications will be evaIuated by an evaluation R
committec with expertise in Alrport Operations, Parkmg Managemient or. other related activities. ' {z
City intends to evaluate the proposals generally in accordance with the criteria set forili below.
Following the evaluation of the written proposals, the top two proposers receiving the highest
scores will be invited to an oral interview. The interview will consist of standard questions asked
of each of the proposers invited to the interview,

There are 200 maximum poss1ble points for the evaluatlon process; 150 for the wntten evaluation E
and 50 for the oral interview. All scoring will be cumulative. : o

In the event that the scores of the hi ghest ranked proposers are w1th1n one percentage pomt of each
other, as further described below, the City, at is sole discretion, will request a Best and Fmal Bid of
Management Fees from each to detemnne the highest ranked proposer.

The descriptions followmg each evaluation criteria are provxded as a guide and are not
intended to be comprehenswe

1. Wriiten Proposals 1506 Points Maximum

_ Evaluation Criteria . Maximurm Points

raacet |

Qualifications: - - | (25 Points)

Recent relevant firm experience, extent of expertisg, and review of proposed local and off—s1te
~ management team including, but not  limited fo, experience with comparable parking _
operations and a description of tasks to be performed by each staff p person.

Operating Plan: o © . (25Points)

AT

The Operating Plan must demonstrate an understanding of the scope of work and
requirements specific to the Airport’s parking operations; including proposed methods for
cash handling and auditing. Proposed staffing plans for current and future conditions should
be well reasoned and show a clear understanding of operational requirements. A transition
plan must be included to demonstrate proven experience:in- eﬁ"ectmg smooth transitions from .
incumbent parking contractor.
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" ‘Maintenance Plan: ' T (15 Points)

The proposed Maintenance Plan will be evaluated based upon its strength, scope and its
probability for continued success in keeping the Airport’s parking facilities well maintained,
clean and welcoming. The plan should incorporate strategies to ensure annual deép cleanings
occur for each public garage and maintenance issues are addressed proactively.

Safety and Sec;uﬁty Plan: . o L (iS'.';l.’_bi'.n'tS)_ ‘
The Safety.and Sééuriiy Plan wi_l'l-bé.evaluatcd based ‘upon is ébﬂity to provide a safe and
secure environment for our parking customers. This plan should address how the proposer

will provide safety and security for employee and public customers, their vehicles, as well as

the Airport’s parking assets, including parking equipiiient and facility surveillance.
Customer Service and Marketiig Plan: " (15 Points)

The Customer Service and Marketing Plan should include proposed methods for enhancing

level of customier sérvice, maintaining high employee morale, increasing public parking

facility patronage and net revenues. The plan will be evaluated on how ereative and -

innpvative- it is as well as how.well it responds to the above criteria,

Finaﬁcial Qualifications: - ' (10 Points)

Strength of a proposer’s finances will be based on the financial statemgﬁté'_.-:Namre and
quantity of outstanding litigation against proposer will also be reviewed and evaluated.

S

Fee Proposals will be ranked based on the lowest proposal offered. Fee proposals will be
.evaluated using Net Present Value calculation-of the five-year proposed management fees
and the total cost of the direct, indirect and subcontract services costs for the base year
proposed budget. : ‘ '

The most favorable Fee Proposal to the&ity'is the lowest Guaranteed Maximum Price
proposed. The lowest Guaranteed Maximum Price will receive the total number of points
assigned to. the Fee Proposal evaluation criteria. The other Fee Proposals will be scored by
dividing the amount of the lowest Guaranteed Maximum Price by the Guaranteed Maximum
Price of the Fee Proposal being scored and multiplying the result by the maximum number of
points assigned to the Fee evaluation criteria.’ S - '

"An example of the scoring of the Fee Proposal would be: “if a total of 45 points are assigned
to rate fee proposals responding to an RFP, the Proposer who offers the lowest fee proposal
of $10,000 receives all 45, points. The next lowest proposal that offers $15,000 receives a
score of 30 points (310,000 divided by'$15,000, multiplied by 45 points) and the next lowest
* proposal that offers $17,500 receives a.score of 26 points (310,000 divided by $17,500,

4 multiplied by 45 points),

f[ P}oposa] #1 - Proposal #2 Proposal #3 _
Total Guaranteed Maximum Price $10,000 315,000 . 817,500
; Total Guaranteed Maximum Price Proposed / Lowest - .
Total Guaranteed Maximum Price Proposed 100% ) 67% - ST%
| Points Awarded o . 45 30 % ]

T ERCTIATIEy (rar e e
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2. - Oral Interviews ' 50 Points Maximum

The two highest ranked proposers will be invited to participate in an oral intetview and
presentation of their proposals with the evaluation committee. Oral interviews will count fora
maximum of 50 points. The interview will consist of standard questions that will be asked of
each of the Proposers invited to the ¢ral interview, and any follow-up or clarification questions

" from the Eyaluation Panel. The Evaluation Panel will evaluate oral interviews in accordance with
the same criteria for the written proposals: Proposers invited to the interview, along with
membérs of proposed sitbcontractors and its proposed managemcnt team w1ll be required to
appear before the Evaluation Panel. Questions from the Evaluatxon Panel may be directed toa
specxﬁc member of the Proposer’s team. After the 1ntcrv1ew the oral score will be added to the
written score to derive a final score for thosc highest rankmg Proposcrs invited to the interview,

3. Bestand Fmal Offer

In the évent that the scores of the highest ranked proposers are within one percentage point of

each other’s combined score, the City will request a Best and Final Bid of Management Fees to

determine the highest ranked proposer. For example, if the cumulative average scores of the top
' two proposers are the following:

‘ Proposer No.l 185 points
Proposer No.2 184 points

. Proposer No.1’s.score is within one percentage point of Proposcr No. 2’siscore (185/184) 1=
0.5%. In this example the City would ifivite the top two proposers o subinita best and final offer
on its Ma.nagemcnt Fees'to determine the highest ranked proposer. The firm with the lowest Net
Present Value of its proposed Best and Fmal five-year Management Fee offer would be deemed
the highest ranked proposer.

V. PRE-PROPOSAL CONFERENCE AND CONTRACT AWARD

A. Pre—Proposal Conference

Proposers are encouraged to attend a pre-proposal conference at 10:00 s.m., Tuesddy,

Nevember 8, 2011, at Airport Commission- Administration Offices, Conference Room 28R, located at thc
San Francisco International Airport, International Terminal, 5™ floor of the North Shoulder Building. The
lobby entrance is located to the right of the International Terminal Secunty Checkpoint for the “G”

“boarding gates next to the CNBC News store,

Th]s conference prov1des an opportumty to ask questrons and seek clarifications. Any avarlable new

information will be prov1ded at that time. If yon have further questions regarding the RFP, please contact
the individual designated in Section VI. B. No _questions or requests for interpretation willbe -
accepted after 5:00 p.m. (PST) on November 15, 2011. ‘

Questions raised at the pre-proposal conference may be answered orally. If any substantive new
information is provided in response to questions raised at the pre-proposal conference, it will also be
memorialized in a written addendum to this RFP posted on the City's website
http://mission.sfgov.org/OCABidPublication/. No- -questions or requests for mterpretatlon wrll be

‘accepted after November 15, 2011.

AR 590 Federal (11-07) 220f33 Contract 9121, October 2011
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City and County of San Francisco ) Municipal Transportation Agency -

ARTICLE 4 - EVALUATION AND SELECTION CRITERIA

4.1 Selection Process

Step One: The SFMTA will evaluate each written Proposal based on the
evaluation criteria listed in Section 4.2.1 A through E, using a 100-point rating
system. Each member of the Selection Committee will Separately score each
firm's written Proposal. The Selection Committee’s scores for each firm will e
totaled, and the resut will be divided by the number of Selection Committee
members to obtain an averaged written evaluation score for each firm, which will
be a maximum of 100 points. :

The SFMTA will evaluate written criteria listed in Section 4.2.1 F Cost Proposal,
using a 50-point rating system. The lowest price responsive proposal from a
responsible Proposer wiil receive 50 points: every other Price Proposal will be
scored proportionately based on the percentage by which that Price Proposal

exceeded the price of the lowest-priced Proposal.

The SFMTA will multiply the averaged scores for each firm from evaluation of the
written Proposal for criteria A through E by 30 percent and add the scores for
each firm from the evaluation of the criteria F Cost Proposal. Based on those
resulting scores, the SFMTA will determine which firms are within the competitive
range (the "short list"). Those firms in the short list will be invited to attend an
oral presentation/interview with the Selection Committee.

Using the evaluation criteria in Section 4.2 2 each member of the Selection
Committee will Separately score each firm's ora| interview and presentation (20
point maximum). The SFMTA will total individual the evaluation scores from a||
Selection Committee members and then divide the total by the number of
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Selection Committee members, to obtain an average interview evaluation score
for each firm. ‘

Step Three: The SFMTA will multiply the averaged score for each Proposer from
the evaluation of the written Proposal for criteria A through E (Step 1) by 30
percent, add the score received for criteria F, the Cost Proposal, (Step 1) and
add the averaged score received from the evaluation of the oral interview (Step
2). The result will determine the ranking of the Proposers.

Proposer Score = [averagé (A+B+C+D+E)X0.30]+F+ avérage (G)

The selection of any proposal shall not imply acceptance by the City of all terms
in the proposal, which may be subject to further negotiations and approvals
before the City may be legally bound thereby. In the event that the SFMTA
determines that an agreement cannot be reached with the highest-ranked
Proposer, SFMTA may choose to discontinue negotiations with the highest-
ranked Proposer and enter into negotiations with other qualified firms in the order
of their ranking. SFMTA reserves the right to accept other than the lowest-priced
offer and to reject proposals that are not responsive to this RFP.

4.2 Evaluation Criteria
4.2.1 Written Proposal

The SFMTA will review each written Proposal to ensure that it meets the
minimum qualifications, is otherwise responsive to the RFP, and complies with
City contracting requirements. The Selection Committee will then evaluate all
responsive Proposals based on the following criteria:

A. Proposal (5 points maximumy): Responsiveness to all items requested in
the RFP, overall organization and clarity of proposal.

B. Team Organization and Qualifications (15 points maximum):
Evaluation of Proposer capabilities, relevant project experience,
knowledge of subway funnel and transit construction; consuiting team's
composition, structure, roles/function; team’s qualifications in providing
OCIP services. ,

C. Project Organization, Key Personnel and Staffing Ability (20 points
maximum): Evaluation of the Proposer's team organizational and
management structure in managing the sub-proposers, staff, tasks and
quality; ability to provide fimely/readily available qualified and adequate

-staffing and services to support Project demands. The Evaluation
Committee reserves the right to visit the local offices of the Proposer and
sub-proposers as part of its evaluation.:

D. Relevant Experience and References (30 points maximum):
Evaluation of capability, specific relevant experience, qualifications of
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each firm and each sub-proposer, especially the proposed key personnel
for each task, and client references as to past project performance. The
‘Selection Committee retains the right to independently verify and evaluate
relevant experience and client references, including any sources not
mentioned in.the Proposal.’

E. Methodology and Approach (30 points maximum): Evaluation of

- Proposer’s understanding of the services for each task; effectiveness of its
plan, program and method of execution; understanding of special issues,
risks, problems and constraints, and approach towards mitigating and
resolving them.

F. Cost Proposal (50 points maximum): The lowest price responsive
proposal from a responsible Proposer will receive 50 points; every other
Price Proposal will be scored proportionately based on the percentage by
which that Price Proposal exceeded the price of the lowest-priced
Proposal.

4.2.2 Oral Interview/Presentation

The SFMTA Selection Committee will conduct oral interviews at the Bay Area
office of each short-listed Proposer. Prior to the interviews, SFMTA will notify the
short-listed candidates in writing as to the time and Iength of the interview, the
general format of the interview.

G Oral Interview/Presentation (20 pomts mammum) In general, the oral
interview will consider the Proposer’s overall presentation, communication
skills and ability to explain and answer questions from the Selection
Committee regarding the Proposer’s written Proposal. The Selection
Committee will score the Oral Interview/Presentation based on the quality
of responses provided and the quality of the team attending and
presenting at the interview, including their expertise, communication skills,
knowledge of the Proposal and Program, and the overall quality of their
presentation.
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SFO’s request fo)' proposals regarding the advertising lease states that: -

The Airport Commission is desirous of maximizing participation by local

owners and in featuring local concepts.

Despite SFO’s stated interest in local involvement and its public mission to
serve airport users, the relatively small number of advertising locations at
SFO and the high cost of these locations makes it virtually fmpoSsibIe for
local businesses to advertise at SFO or for small local businessesto

participate in the advertising contract.

FastCityGuide offers a vehicle that would finally allow local businesses an
" opportunity to advertise to the millions of travelers that use SFO and for a
“small local business such as RBP to participate in the SFO advertising

contract.

FastCityGuide would provide valuable information to. travelers about San
Francisco and the surrounding areas (eg. hotels, restaurants, shopping,
events, transportdtion, tourism, maps, etc.) while allowing’ local businesses
to advertise on “virtual” walls that would be limited only by the imagination

of the advertisers.

Travelers would be invited to use FastCityGuide while at SFO but would be
able to take the information with them on their mobile devices after they
leave SFO.

The ability for local advertisers to access SFO through innovative technology

would satisfy SFO’s local flavor goals while adding a new revenue source.

JCDecaux DBE/Local Business Proposal Introduction



Proposer must propose a
" MAG for the first Lease
Year which is equal to or
greater than the
Minimum Acceptable
Financial Offer of $7

$8.5 Million

Million.

Certified Airport
Concession
Disadvantaged Business
Enterprise (ACDBE)
participation (including
Disadvantaged Business
Partners (DBE)

e Davis & Associates, a full-service communication
agency who would be responsuble for Local and
Regional Sales. Do

® Rosales Business Partners (RBP), a local Small
Business Enterprise that specializes in innovative
public-private business partnerships using creative
technology. RBP with JCDecaux will launch
FastCityGuide (see below).

Airport Concession -
Program that maximizes
participation by local
owners and in featuring
local concepts.

Local Owners

In addition to San Francisco based Davis & Associates

and RBP listed above, JCDecaux other local partners

include:

* W Group, a marketing and communication firm
that specializes in reaching the Asian-American
community who would be responsible for Local and
Regional Sales.

Local Concepts
The proposal includes several optional programs

aimed at improving the passenger’s experience while

promoting San Francisco and the Bay Area at SFO:

¢ Partnership with San Francisco Travel to feature
promotional materials at the Airport as well as in
30 major U.S., European, Asian and South
American cities. Together JCDecaux and San
Francisco Travel will develop a Community
Outreach Program that will inform, educate and
entertain visitors and will be incorporated into the
advertising program by using unsold inventory to
post promotional campaigns and by incorporating
a dedicated link on its Interactive Visitor's Centers
and Interactive Directories. Through San Francisco
Travel, JCDecaux will also donate advertising
space for two promotional campaigns for the City

JCDecaux DBE/Local Business Proposal



of San Francisco which will run domestically and
internationally.

A partnership with GateGuru, the leader in

smartphone applications for airport travelers that
will synchronize the information provided on the
application with that made available on the ’
interactive Passenger Information Kiosks. .

- Through this mobile application, passengers will

be able to view real-time flight status information,
view an itinerary, refer to airport maps, and see a
structured list of airport foods, shops and services.
FastCityGuide San.Francisco, a powerful
promotional tool for the City-of San Francisco, its
community, business and economy. FastCityGuide
to develop a new smart phone mobile website
application that will serve local residents and

~ visitors alike by providing them with access to all

the information they need to make the most out
of their stay or life in San Francisco and the Bay
Area. FastCityGuide SF will, in effect, take over
where GateGuru left them, starting with
transportation options from the airport all the
way to hotels, restaurants, entertainment,
sightseeing and community events. The
information provided by FastCityGuide will also be
synchronized with Interactive Visitor's Centers
and Interactive Directories, allowing for a
seamless transition and ensuring that it remains
current. FastCityGuide can be a powerful
promotional tool for the City of San Francisco, its
community, businesses and economy. In order to
help its adoption rate and boost its positive
impact, JC Decaux would promote FastCityGuide
at the Airport using unsold inventory and the
Interactive Visitor's Kiosk.

The information presented will be from the
perspective of a local/native San Franciscan and
will showcase the entire City, not only the areas
traditionally promoted to tourists.

An entertainment hub centered on the AerStream
radio platform developed and operated by
AerStream Media. In-terminal radio can be a new
and exciting source of incremental revenue for
San.Francisco International Airport. While '
capitalizing on the average estimated 120 minutes
of dwell time at O’Hare and 90 minutes at
Midway, AERSTREAMRADIO is the perfect

JCDecaux DBE/Local Business Proposal

response to passengers’ admitted need for a little




time to relax and decompress post-security.or
between flights. And because it is ‘commercial
radio’ supported with advertising dollars from
local, regional and national brands, the City of San
Francisco wins in a number of ways — content
travelers spend more at retail and food and
beverage concessions, and the City shares in the
dollars generated by advertising placed on the
radio channel. Consequently, AerStream can
deliver goodwill, image enhancements and hard
dollars to the City. ‘

AerStream will come to life through two platforms

~ at San Francisco International Airport:

Terminal Radio - Using a mix of music genres that -
appeal to diverse audiences, AerStream will
provide closed-circuit audio programming for the
listening enjoyment of air travelers throughout
the airports’ footprints — concourses, hallways,
gates, lounges and baggage claim. Programmed
for active listening, the station will offer fifty
minutes of music, eight minutes of commercial
messaging and two minutes of airport, TSA and
San Francisco tourism announcements. This
airport platform is also called ‘community’ radio.

Web-based Radio - Through the AerStream URL or
app, passengers will also have the opportunity to
personalize their listening pleasure by creating
their own playlists with over 400 (channels of
diverse music to choose from including: jazz, rock,
easy listening, reggae, R&B, country, Broadway
show hits, classical and many more. Listeners will
also enjoy the added features of a San Francisco
Scenes feature which promotes the City, its many
attractions and its musical talent. Phase Two of
the oniline programming will include several
custom-produced channels that feature children’s
entertainment, self-improvement, finance, movie
critiques, news and sports. Passengers will be able
to enjoy the streaming entertainment using
personal computers, mobile phones"or other
wireless devices with internet access. Both
versions of AerStream will reflect a strong “sense
of place”. It is important that the online and off-
line stations mirror the vibrancy of the City and its
rich heritage in music. Drawing from the plethora

JCDecaux DBE/Local Business Proposal




of talent hailing from or associated with San
Francisco (i.e. Tony Bennett, Jerry Garcia, Gary
Holt, Metallica, Jefferson Airplane, Courtney Love,
Carlos Santana, etc.), the stations will feature San
Francisco-specific playlists i.e. every fourth song),

use popular San Francisco artists for
announcements and music lead-ins, and feature
special interviews.

Local contractors and
labor for SFO based work
under Lease

JCDecaux will hire additional staff for its local
workforce to perform the maintenance at SFO. JC
Decaux maintenance technicians are part of
Teamsters Local 856.

JC Decaux will use local subcontractors for the
implementation of the program at SFO, from
engineering to electrical and general contractors. .
Whenever possible, JC Decaux hires local DBE, SBE,
LBE, MWE or WBEs to do the work.

JCDecaux DBE/Local Business Proposal




RosaLEs LAW PArRTNERS LLP

February 7, 2013

SUBJECT: Summary of Clear Channel Practices at San Jose International, Oakland
International, San Francisco International, and City of Los Angeles

SAN JOSE

Clear Channel submitted a proposal to the Airport’s Advertising Concession RFP that included a
MAG that was $2 million more than the closest competitor. Clear Channel was awarded the
contract and on July 19, 2007, the parties entered into a Lease and Concession Agreement for
Advertising and Promotions. ’ '

On January 11, 2008, shortly before MAG payments were scheduled to begin, Clear Channel
began to request MAG relief, arguing that their inventory was not completely installed because
of delays in receiving final design approval and notice-to-proceed. The Airport denied this }
request. In November 2008, Clear Channel verbally requested to restructure the MAG. The
Airport denied the requést. In December 2008, Clear Channel made another request for MAG
relief because of the “current economic crisis” and proposed that they receive a $1 million MAG
reduction in 2009 and repay this amount in two $500,000 installments in 2010 and 2011. The
Airport rejected this proposal and reminded Clear Channel that the Agreement does provide for
MAG abatement in specific circumstances which had not occurred.  In June 2009, Clear
Channel continued to request MAG abatement, stating the economic climate and advertising
market constituted a force majeure event under the Agreement; its ability to generate advertising
revenue was compromised by construction at the Airport; and the City had delayed approvals.
The Airport rejected this request.’ In March 2011, Clear Channel offered to make a pre-payment
of the MAG of $9 million and pay 60% of the gross revenues in exchange for a three-year
extension of the contract.. The Airport rejected this offer and Clear Channel countered by
offering a $10 million pre-payment and 65% of gross revenues. In July 2011, Clear Channel
argued that they were entitled to a MAG reduction because a food and beverage concessionaire
had received a MAG reduction. The Airport rejected this argument because the factors that led to

! In this letter, Clear Channel also requested the removal of one location (Airport Monument Sign) and the Airport
responded that it was willing to negotiate the removal of this advertising space and a corresponding MAG reduction.
The parties negotiated in writing from October 2009 to January 2010.

133 Glifornia Slreel, Suite 630 « Sim Francisco, 61 91001 « (113) 956- (760 Ofice » (13 766- $410 Bay

. www.rosaleslawpartners.com
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the concessionaire reduction do not apply to Clear Channel. In October 2011, Clear Channel
renewed its request for a restructuring of the payment terms, which the Airport rejected.

While the Airport did not agree to the MAG relief requested by Clear Channel, by November
2011, the Airport had provided Clear Channel with nearly $4.3 million in other financial relief,
including MAG reductions for removal of advertising space and Monument Sign ($3,267,549
through the term and option term of the Agreement) and reductions in the capital investment
requirement ($1,029,800). The City had also proposed an additional savings by consolidating
Clear Channel’s capital investment requirements ($296,000) and by providing free office space
($64,879). ‘ :

Contact information for the individual managing Clear Channel’s contract at San Jose Airport: -

Seth Turner, Property Manager 11

Norman Y. Mineta San Jose International Airport - SIC
1701 Airport Boulevard, Suite B-1130

San Jose, CA 95110

408-392-3683 - phone

408-441-2617 - fax

seturner(@sjc.org

OAKIL.AND

The Airport issued an RFP for an in-terminal advertising contract, which allowed proposers to
offer a MAG.2 The proposals were scored on overall economic potential. Another proposer,
Alliance received .05 points more than Clear Channel, but because Clear-Channel listed a MAG
that was almost twice as much as Alliance, the panel selected Clear Channel. The Airport
Airport entered into the Space/Use Permit for Non-Exclusive In-Terminal Advertising
Concession with Clear Channel on July 1, 2008.

In January 2009, Clear Channel Airports asked for a temporary delay in the payment of the
monthly MAG installments which were due to begin January 1, 2009 because of the delay in
design approval from Airport staff. Oakland denied this request saying that the delays in the

“design process are mostly the result of Clear Channel’s submittal of designs that differed from
those submitted in the proposal and its expectation of a formal approval notification, and also
almost half of the displays were not subject to design review. On April 16, 2009 Clear Channel
proposed a significantly reduced MAG for the entire term of the Agreement. Clear Channel also
proposed to change the MAG to 85% of the previous year’s percentage payment, an increase
from the 70% set forth in the Agreement, as well as an increase in the percentage payment to
60% for all years after the first year of the term. On August 3, 2009, Clear Channel again

2 The information regarding the RFP process was obtained from an email from Janet Deutsch in response to an email
inquiring about Oakland’s MAG scoring methodology. : '
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proposed a decrease in the MAG and an increase of the percentage of gross receipts payment.
This proposal was memorialized in Amendment No. 1. This amendment was executed in
September 2009, wherein the parties agreed that Clear Channel would provide 60% of gross
receipts to the Airport and would receive a MAG reduction of $50,000 to $100,000 per year.

Despite the fact that Oakland has given approximately $700,000 in financial rehef3 Clear
Channel has continued to request additional financial relief.

Contact information for the individual managing Clear Channel’s contract at Oakland Airport:

Janet Deutsch

Concession Manager - Airport Properties
Oakland International Airport

9532 Earhart Road, Suite 201

- Oakland, CA 94621

510.563.3673
ideutsch@portoakland.com

SAN FRANCISCO

SFO entered into a Lease Agreement for the Airport Advertising Program at San Francisco
International Airport with Clear Channel Airports (at that time known as Transportation Media, a
division of Eller Media Company) on April 20, 2001. That Agreement called for a five year
term, plus three, 1-year options at SFO’s option. A 5-year option at Clear Channel’s discretion
was added later. The first 1-year option was exercised on December 21, 2010, effective April 1,
2011 to March 31, 2012. The second 2-year option was exercised July 19, 2011, effective April
1,2012 to March 31, 2013. :

As a result of the decline in travel due to the September 11, 2001 tetrorist attacks, SF O adopted
the Airport Concession Support Program wherein the MAG was temporarily suspended until
monthly enplanements equaled or exceeded 85% of the enplanements for the same month in year
2000 for two consecutive months and granted, at tenant’s discretion, an extension of the term for
one 5-year period. The MAG was reinstated effective April 1, 2002. On April 2, 2002, the
Airport Commission approved an amended MAG Increase Schedule and amended the
adjustment schedule that governed the MAG recalculation for each year. Following the adoption
of the Airport Concession Program and the other negotiated lease modifications, the parties
entered into Amendments No. I and 2 on October 18, 2002. Additional advertising locations
were approved and the MAG was increased in March 2002, July 2003, and October 2005.

Over a period of approximately three years, the parties also negotiated a third amendment that
would have, among other things, approved additional advertising locations; authorized half of the

* This number was shared by Janet Deustch.

v
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rent collected from certain locations to be shared with the appropriate airline or SFOTEC; and
exercised all three, 1-year options for a new expiration date of March 31, 2014. This amendment
was approved by the Airport Commission and sent to the Board of Supervisors for approval, but
SFO staff subsequently requested that the resolution be tabled. On October 22, 2010, SFO
informed Clear Channel that because of the “considerable challenges” that it had faced trying to
obtain the Board of Supervisors’ approval of the amendment, SFO had opted to not pursue this
amendment any further.

LOS ANGELES

The practices of Clear Channel Outdoor, Inc., the company that operates Clear Channel Airports,
with the City of Los Angeles are also revealing. In 2006, Clear Channel Outdoor, Inc., along
with CBS Outdoor, Inc. entered into an extremely favorable settlement agreement, which was
_approved as a Stipulated Judgment, with the City of Los Angeles that exempted them from a
series of ordinances that banned the placement or modification of new off-site signs and granted
them the right to obtain permits to modernize up to one-quarter of their inventory. This
settlement agreement afforded them significant business advantages over their competitors. For
example, pursuant to the terms of the settlement agreement, Clear Channel Outdoor, Inc.
received permits to convert at least 40 off-site signs to d1g1ta1 display. Such permits violate the
Los Angeles municipal code.

In August 2008, Summit Media LLC, another outdoor sign company; sought a writ of mandate to
order the City of Los Angeles to set aside this settlement agreement because it was “an invalid,
illegal and ultra vires act.” It also requested the revocation of all permits and authorlzatlons
issued pursuant to the settlement agreement.

While the case was pending before the Court of Appeals, Clear Channel Outdoor, Inc. made
“sporadic efforts...to find a willing ear in the City for its overtures” to discuss settlement of the
case. As late as July 2012, Clear Channel Outdoor, Inc. took the position that the Los Angeles
“City Council could initiate legislative action which would moot the underlying dispute” in the
Summit Media LLC litigation and tried to convince the City that Summit Media did not need to -
be part of any settlement discussions. A decision was issued -earlier this month by the Court of

Appeal.

The Court found the settlement agreement illegal and void because a settlement agreement
cannot contractually exempt a party from currently existing ordinances that apply to everyone
else, and but for the settlement agreement, would apply to the parties. And because the
settlement agreement was unlawful, the Court also ordered the revocation of all digital
conversion permits granted.
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Mara E. Rosales
mara@rosaleslawpartners.com

Via Hand Delivery

Ms. Angela Calvillo

Clerk of the Board of Superv1sors
[ Dr. Carlton B. Goodlett Place
City Hall, Room 244 '
San Francisco, Ca. 94102-4689

Subject: Courtesy Copies of JCDecaux North America Inc.’s Protest to the Airport
Commission’s Award of the SFO Advertising Lease to Clear Channel Airports.

Dear Ms. Calvillo:

The Airport Commission has submitted a proposed resolution seeking the Board of Supervisors’
approval of the Airport Advertising Lease to Clear Channel Airports. Enclosed please find
_eleven (11) courtesy copies of JCDecaux North America Inc.’s Protest to the Airport
Commission’s Award of the SFO Advertising Lease to Clear Channel Airports. President David
Chiu’s copy has been delivered directly to his office. I request that you provide a courtesy copy
to each ofthe other members of the Board of Superv1sors The remaining copy is for the Board’s
files. ‘

Please do not hesitate to contact me at 415.986.0523 should you have any questions about this
matter. '

‘Sinc_erely,
s
ara E. Ros
MER/mp
Enc. -

433 California Street, Suite 630 ¢ San Francisco, CA g4104 * (415) 986—4760 Office * (415) 766—4510 Fax
www.rosaleslawpartners.com
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February 8, 2012

Mara E. Rosales
mara@rosaleslawpartners.com -

Via Hand Delivery

Ms. Angela Calvillo

Clerk of the Board of Supervisors
1 Dr. Carlton B. Goodlett Place

- City Hall, Room 244

San Francisco, Ca. 94102-4689

Subject: Courtesy Copies of JCDecaux North America Inc.’s Protest to the Airport
Commission’s Award of the SFO Advertising Lease to Clear Channel Airports.

Dear Ms. Calvillo:

The Airport Commission has submiitted a proposed resolution seeking the Board of Supervisors’
approval of the Airport Advertising Lease to Clear Channel Airports. Enclosed please find
eleven (11) courtesy copies of JCDecaux North America Inc.’s Protest to the Airport
Commission’s Award of the SFO Advertising Lease to Clear Channel Airports. President David
Chiu’s copy has been delivered directly to his office. Irequest that you provide a courtesy copy
to each of the other members of the Board of Supervisors. The remaining copy is for the Board’s
files.

Please do ot hesitate to contact me at 415.986.0523 should you have any questions about this
matter.

Sincerely,

MER/mp
Enc.

433 California Street, Suite 630 * San Francisco, CA 94104 * (415) 986-4760 Office * (415) 766-4510 Fax
www.rosaleslawpartners.com




ROSALES Law ParTnERs LLP

| February 8§, 2013

Mara E. Rosales
mara@rosaleslawpartners.com

Homnorable David Chiu ‘

President, San Francisco Board of Supervisors
City Hall

1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102-4689

Honorable Dennis J. Herrera

City Attorney

City Hall

1 Dr. Carlton B. Goodlett Place, Room 234
San Francisco, CA 94102-4689

‘Re:  JCDecaux’s Protest to the Airport Commission’s Award of the SFO Advertising
Lease to Clear Channel Airports

Dear Supervisor Chiu and City Attorney Herrera:

The undersigned represents JCDecaux North America Inc. (“J CDecaux”). We understand
that the Airport Commission has submitted a proposed resolution seeking the Board of Supervisors’
(“Board”) action on the Commission’s October 30, 2012 award of the SFO Advertising Lease
(“Lease”) to Clear Channel Airports (“Clear Channel”). This letter and its attachments constitute
JCDecaux’s protest to the Airport Commission’s requested action. A similar protest was presented to,
and denied, by the Airport Commission. |

Under Charter Section 9.118(c) “any lease of real property...having an anticipated revenue to
the City and County of one million dollars or more. . .shall first be approved by resolution of the
Board of Supervisors.” (Emphasis added.) The Board of Supervisors’ authority under this Charter
section is plenary: it may agree or disagree, in whole or in part, with the Commission’s
recommendation. Accordingly, the Board may: (1) entertain JCDecaux’s bid protest de novo, and -
sustain it; (2) reject or not adopt the proposed resolution awarding the Lease to Clear Channel; and
(3) proceed with the award of the Lease to JCDecaux because all the information necessary to find
JCDecaux as the most responsible and responsive proposer in the competition is before the Board; or

433 California Street, Suite 630 * San Francisco, CA 94104 * (415) 986-4760 Office * (415) 766-4510 Fax
‘ www.rosaleslawpartners.com
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(4) return the matter to the Commission with specific guidance on the factors the Board requires the
Commission to consider before the Board will accept a recommendation to award the Lease.

We ask that the Board sustain JCDecaux’s protest, which would result in a near numerical tie
between JCDecaux and Clear Channel according to the analysis of SFO staff. (As discussed below, if
its protest is sustained, JCDecaux’s proposal is the highest ranked.) The Board may then conduct a
process that allows JCDecaux and Clear Channel to present the merits of their respective proposals to
a committee of the Board, followed by a recommendation of contract award to the full Board. ' In the
alternative, we ask that the Board sustain JCDecaux’s protest and return the matter to the Airport
Commission with appropriate instructions on how to-correct the errors identified in the JCDecaux
protest and fairly complete the RFP process.

Our request is based on the following:

1. The scoring methodology applied by staff for the financial offer or Minimum
Annual Guarantee (“MAG”) category in the RFP is not defined in the RFP or its addenda as is
customary in City contracting and required by law.

~ The plain language of the RFP provides that the MAG category will carry 50 points if the
RFP instructions are followed. All three proposers complied with the RFP instructions regarding the
MAG or financial offer. However, only Clear Channel’s proposal received the entire 50 points
identified in the RFP. This error is material and prejudicial to JCDecaux. Once the MAG points are
properly applied, JCDecaux is the highest ranked proposer by a fraction of a point.

' No explanation offered by the City Attorney’s Office or Airport staff negates the conclusion that
there is error in the scoring of the proposals. Principles of fair play in public contract competitions
require that instructions to proposers be clearly stated in writing and material deviations from such
instructions (by either the proposers or government decision makers) are not acceptable. This sound
public policy, which has been at the center of the City’s contracting practices for more than two
decades?, was emphasized in one of the Airport Commission’s own published cases. (See MCM
Construction Inc. v. City and County of San Francisco (1998) 66 Cal. App. 4th 359.) There, the
Court of Appeal stated “[t]he importance of maintaining integrity in government and the ease with
which policy goals underlying the requirement for open competitive bidding may be surreptitiously
undercut, mandate strict compliance with bidding requirements.” (MCM Construction, Inc., supra at

"'The Airport Commission’s authority to award the Lease is pursuant and subject to S.F.Adm. Code Sec. 2A.173, which requires
that the Lease be subject to a fair competitive process.

2 A review of RFPs issued by SFO between 2006 and 2012, reveals that on at least five occasions, SFO has included an
explanation of its sliding scale methodology: RFP for Distributed Antenna Systems at SFO for Cellular and Other Wireless
Systems (May 2008); RFP for Operation, Maintenance and Upgrade of Wireless-Fidelity System at SFO (Feb. 2010); RFP for
Management and Operations of Public and Employee Parking (Oct. 2011); RFP for SFO Proposals to Provide Shuttle Bus
Services (June 2012); and RFP for Contract 9194, Maintenance and Support of Baggage Handlmg Control Systems (August
2012) . MTA’s Contract No. CS-163 for professional services also states in writing its scormg methodology (Oct. 2010). (See
Exhibit H for illustrations.)
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369.) The award of the Lease to Clear Channel is a material deviation from the published RFP, runs
afoul of the law and must be reversed by the Board.

'2. JCDecaux asks the Board to closely examine the responsiveness of the proposals
with respect to other RFP criteria, in particular certified disadvantaged business
(DBE/ACDBE) participation and local owner/flavor offerings.

Among other terms, the RFP asks proposers to provide their best proposal on certified
disadvantaged business participation and local flavor/offerings. While these categories are not
scored, the RFP includes these categories in the contract award considerations. (RFP, Part III, p.9.) It
is noteworthy that JCDecaux, unlike its competitors, heeded the public policy incentives in the RFP
and included two minority owned advertising firms in its proposal (essentially creating new
capacity/competition in the lucrative airport advertising market) as well as two local business
partners that offer significant and innovative opportunity for SFO’s 45,000,000 passengers to engage
with San Francisco local business and neighborhood communities in ways not seen before. (See
Exhibit I.)

3. JCDecaux asks that the Board request the Budget Analyst to assess the
commercial reasonableness of Clear Channel’s $10M MAG offer.

The RFP asks proposers to provide their best proposal on (1) business plan and -
operations/management plan; and (2) minimum economic offer or MAG. The City specifically
reserved the right to accept a proposal other than the highest financial offer. (RFP, Part Il. 4, p.10.)
The incentive to bid higher than the minimum acceptable offer is stated in the RFP: it states that the
MAG “is equal to or greater than the Minimum Acceptable Financial Offer...” (RFP, Part I1.6(c),
p.8.) This language, combined with the guidance that the “most responsive and responsible”
proposal is what will determine the winner, pushes the proposer to bid as high as is commercially
reasonable. However, the incentive to bid more does not constitute notice that a higher bid will result
in more points being awarded. In addition, it does not negate the other factors that go into evaluating
_ the best overall value offered, including qualitative factors.

- Clear Channel is the incumbent on the current SFO Advertising Lease with average annual
gross revenue sales over the past 5 years, as represented by SFO (presumably as reported to SFO by
Clear Channel), of $9.2 million. Clear Channel’s $10M MAG offer for the new Lease opportunity is -
commercially untenable given its prior sales performance. The unreasonableness of Clear Channel’s
MAG offer is evident when compared to the two other proposed MAGs (JCDecaux $8.5M and Titan
also $8.5M) and to SFO’s initial Minimum Acceptable Financial Offer of $7.5M, which was
subsequently revised down to $7M to reflect the removal of several key advertising locations which
Clear Channel itself indicated represent $1.8 million of its current revenue. Clear Channel’s MAG
~ offer is 18% above its two similarly situated competitors on the RFP and 43% above the Airport’s
estimate of a reasonable market based minimum bid. These facts strongly indicate that Clear Channel
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is knowingly attempting to “buy” the award of the Lease by overbidding. A contractor that
intentionally overbids is not a “responsible” bidder, as that term is legally understood in competitive
solicitation matters. (Taylor Bus Service, Inc. v. San Diego Bd. of Education (1987) 195 Cal.App.3d
1331, 1341 fn. 4: [“Responsibility means the fitness, quality and capacity of the bidder to
satisfactorily perform the proposed work.”]. Moreover, Clear Channel has a demonstrated track
record of overbidding MAGs at Bay Area Airports and after contract award seeking MAG
adjustments through contract modifications. Clear Channel engaged in this practice at San Jose
International and Oakland International Airports during the same time it negotiated a higher MAG at
SFO in exchange for additional advertising locations. (See Exhibit J.) These business tactics are
known as “loss leader” strategies which are contrary to the public policy of the State of California
and should not be tolerated by the City and County of San Francisco.

For all of the foregoing reasons, J CDecaux respectfully requests that the Board of

“Supervisors decline to adopt the Airport Commission’s proposed resolution awarding the SFO

Advertising Lease to Clear Channel and conduct or direct a process which ensures adherence to the
published RFP and is consistent with the City’s best practices in the award of contracts, leases and

concession agreements.
Sincerely, g A o

ara E. Rosal

cc: Hon. Members, Board of Supervisors
John L. Martin, Airport Director
Hon. Larry Mazzola, Airport Commission President
Hon. Members, Airport Commission c/o Jean Caramatti, Secretary
Sheryl Bregman, Airport General Counsel
Bernard Parisot, Co-CEQO, JCDecaux



EXHIBITS
TO

JCDECAUX PROTEST OF AIRPORT COMMISSION PROPOSED AWARD OF
' ADVERTISING LEASE TO CLEAR CHANNEL

October 11, 2012 Letter to JCDecaux from Airport announcing plan to award advertising
lease to Clear Channel

JCDecaux protest documents presented to Airport Commission on October 26, 2012
October 24, 2012 Response from City Attorney with attachments (1) October 22, 2012
inviting Clear Channel to respond to JCDecaux Protest and (2) October 23, 2012 response to

JCDecaux protest

October 29, 2012 Letter from City Attorney responding to October 26, 2012 Rosales Law
Partners letter

' December 21, 2012 Quadra & Coll, LLP letter to City Attorney
RFP Procedural Timeline |
Clear Channel’s history of contract modifications at SFO
Excerpts from RFPs setting forth scoring methodology
| JCDecaux Local Business/DBE Pfoposal and Chart

- Summary of Clear Channel’s practices at other Airports



San Francisco International Airport

October 11, 2012

VIA EMAIL Bernard.parisot @jcdecauxna.com
AND AND U.S. MAIL

Bernard Parisot

co-Chief Executive Officer
JCDecaux Airport, Inc.

3 Park Avenue, 33 Floor
New York, NY 10016
646-834-1300

Fax 646-834-1400

' RE: Result of the San Francisco International Airport ("Airport"”) Request for Proposal
(“RFP”) for the Airport Advertising Lease (“Lease™)

Dear Mr. Parisot:

Thank you for participating in the proposal process for the above-mentioned Lease. We received
proposals from your company as well as Clear Channel Airports and Titan Outdoor, LLC. An
_evaluation by a three-member panel has determined that Clear Channel Airports is the highest
ranking, responsive and responsible proposer, and has been identified as the apparent successful
proposer. : :

We plan to recommend that the Commission award the Lease to Clear Channel on
October 30, 2012. Upon the award of the Lease, we will return your original proposal deposit in
the amount of $1,750,000.

The Airport appreciates your interest and hopes that JCDecaux will continue to participate in
future opportunities. Please feel free to contact Gigi Ricasa of my staff at (650) 821-4500 if you
have any questions.

Very truly yours,

Cheryl Nashir

Associate Deputy Airport Director
Revenue Development and Management

cc: Gigi Ricasa :
Stacy Kodak, JCDecaux (via email Stacey.kodak@jcdecauxna.com)

AIRPORYT COMMISSION CITY.-AND COUNTY OF SAN FRANCISCO

EDWIN M. LEE LARRY MAZZOLA LINDA 5. CRAYTON ELEANOR JOHNS RICHARD J. GUGGENHIME PETER A. STERN JOHN L. MARTEN
MAYOR PRESIDENT VICE PRESIDENT . . AIRPORT DIRECTOR

Post Office Box 8097 San Francisco, California 94128 Tel 650.821.5000 Fax 650.821.5005 www.flysfo.com
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JCDecaux

Jean Caramatti October 26, 2012
Secretary

San Francisco Airport Commission

San Francisco International Airport

International Terminal G, North Shoulder Building, 5™ Floor

P. O. Box 8097

San Francisco, CA 94128-8097

Subject: JCDecaux's Protest to the Recommended Award of the Advertising
Leasge to Clear Channel Airports

Dear Ms. Caramatti;

I request that you provide a copy of the attached documents to the Airport
Commissioners before their meeting on October 30, 2012. The documents
contain the basis and support for JCDecaux's protest to the staff recommendation
to award to Clear Channel Alirports.

Tn short, JCDecaux's position is that Clear Channel Airport is not entitled to the
award of the lease because it is not the "highest ranked responsible and
responsive Proposer” as set forth in the RFP.

We also ask that this lettcr and attachmeénts be made part of the Commission’s
records

Sincerely.

Bema:d Parisot
Co-Chief Executive Officer

cc: Mara E. Rosales

JGDecaux North America, inc,
3 Park Avenue, 33 Floor - New York, NY 10016 - USA
Telephane: 646 834 1200 - Fax: 646 834 1202 - www,jcdecauxna.com
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VIA HAND-DELIVERY, EMAIL Leo.Fermin(@flysfo.com
AND FACSIMILE (650) 821-5005

Leo Fermin _ Cctober 17,2012

Deputy Alrport Director, Business & Finance

San Francisco International Airport, International Terminal
North Shoulder Building, 5™ Floor

P. O. Box 8097

San Francisco, CA 94128

Re: Protest to Proposed Contract Award to Clear Channel Airports
(RFP Airport Advertising Lease)

Dear Mr. Fermin:

On October 11, 2012, JCDecaux received notice from SFO staff that Clear
Channel Outdoor Inc., doing business as Clear Channel Airports (Clear Channel)
is the highest ranked proposer pursuant to the Request for Proposals (RFP) for
the award of the Airport Advertising Lease {(Lease).

JCDecaux respectfully submits this protest to the proposed award of the Lease to
Clear Channel. The basis of our protest is summarized as follows:

1. The proposals have not been scored in a manmer consistent with the
Evaluation Criteria specified in the RFP.

2, ‘There is a mathematical error in the addition of JCDecaux’s scores.

3. The scores awarded to JCDecaux by scorer P2 on two criteria are
impermissibly irrational.

4, Clear Channel’s Minimum Annual Guarantee (MAG) offer is
commereially unreasonable and should be rejected as a financially
irresponsible offer.

For all of the above reasons, JCDecaux is the successful proposer pursuant to the

- RFP and should be awarded the Lease. We discuss these points in detail below.

JGDecaux North America, Tnc.
3 Park Avenue, 33" Floor - New York, NY 10016 - USA

Telephone: 646 834 1200 - Fax: 646 834 1202 - www.jcdscauxna.com
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1. Misapplication of REP Evaluation Criteria

The RFP plainly states the controlling evaluation and award process. It describes
four principal components of what proposals must contain and how proposals
will be evaluated: (1) proposers must satisfy the RFP’s minimum qualifications;
(2) proposers must also recognize and address the goals stated in the RFP; 3)
proposals must offer a concession opportunity which is reflective of the City and
the Bay Area; and (4) proposers “must propose a [MAG] for the first Lease Year
which is equal to or greater than the Minimum Acceptable Financial Offer...”
(RFP Part I, par. 6. c. “Evaluation Criteria, Minimum Annual Guarantee Offer, -
and Financial Pro Forma”; Part Il “Evaluation and Award Process™) The RFP’s
“Evaluation Criteria” is more specifically set forth in Submittal 4. Submittal 4
describes how the scoring points will be applied during the evaluation of the
proposal: '

Submittal 4 will consist of the Proposer’s response to the
Evaluation Criteria below. A thorough discussion/demonstration
of all points below must be included in proposal with the
exception of the Minimum Annual Guarantee Offer, which will be
submitted on the attached form “Submittal 5.” Proposals will be .
evaluated on the criteria below and scored according to the point
scale shown.

The RFP clearly provides an evaluation process which is both qualitative and
quantitative. “The Business Plan, Design/Intent Construction and ’

'Operations/Management Plan” categories in a proposal will be judged om the
quality of the proposal’s offerings. Given the subj ectivity of these categories,
one easily understands that the points will be awarded on a rational but not
rigidly mathematical basis given the nature of the qualification (e.g. design)
which is being evaluated. Naturally, in such a subjective process the “score” or.
“grade” a proposer receives may vary from panelist to panelist within reasonable .
parameters. By contrast, the Minimum Annual Guarantee criterion is stated
simply as a quantitative category. Any MAG offer consistent with the RFP’s
instruction that it match or exceed the Minimum Acceptable Offer should receive
a score of 50 points. (See RFP, Part I, par. 6.¢.)

Given the above, JCDecaux’s MAG offer must receive 50 points. The score
sheet provided by staff reflects that JCDecaux’s MAG offer received 42.50
points. This point allocation is erroneous pursuant to the RFP’s instructions. If
the Airport intended a qualitative approach to the evaluation of the MAG offer, it

JCDecaux North America, Inc.
3 Park Avenua, 33 Floor - New Yark, NY 10016 - USA
Telephone: 646 834 1200 - Fax: 646 B34 1202 - www edecauxna.com
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was required to provide notice to the proposers in the RFP. Applying an after-
the-fact subjective standard to the published Evaluation Criteria is contrary to the
principles of due process and fair play underlying a competitive solicitation
process. (See Domar Electric, Inc v. City of Los Angeles (1994) 9 Cal.4™ 161,
173.) Such an approach is also inconsistent with the manner the Airport itself
and the City approach RFPs for other solicitations. (See and ¢f SFO RFP for
Contract 9194, Maintenance and Support of Baggage Handling Control Systems,
dated August 24, 2012, Section IV “Evaluation & Selection Criteria”, par. B4
“Fee Proposal”; HRC Rules & Regulations implementing Local Business
Enterprise Ordinance (2010) Section IV.G.7.: [“Each evaluator will score each
consultant on a predetermined point system,...in a fair and objective fashion.”]

2. The Mathematical Errors in the Score Sheet

Your October 11, 2012 letter included a spreadshect, which purpotts to set forth
the scores received for each proposer. The “Weighted Points” totals for sections
2 and 3 were miscalculated. JCDecaux should have received 14.34 points for
 section 2 and 11.54 points for section 3. When added, together with the section 1

points and full points awarded for the MAG offer, JCDecaux’s total score should
be 86.88, placing it ahead of Clear Chanmnel.

3. Scorer P2 did not score JCDecaux fairly or within permissible limits

Scorer P2 gave JCDecaux a 4.0 on the overall appeal and quality of advertising
mediums, while awarding Clear Channel a 6.0 and Titan Outdoor, LLC (Titan)
an 8.0. Scorers P and P3 gave JCDecaux a 6.0 and a 10.0 respectively.
JCDecaux is universally acknowledged to be the industry leader in design and
aesthetic quality not just in the United States, but specifically in San Francisco
where JCDecaux street furniture has received consistently high reviews for the
past 17 years. It is not rational, therefore, that JCDecaux would be awarded half
the points that were given to Titan, a company that specializes in transit
advertising and does not have a single advertising panel anywhere, including in
San Francisco, that could be even remotely compared to one of JCDecaux’s
fixtures. ' ’

Similarly, on the ability to maximize sales, scorer P2 gave JCDecaux a 1.6 score
versus 2.4 to both Clear Channel and Titan. The other 2 scorers gave JCDecaux
the maximum score on this criterion, i.e. 3.2. As presented in our response to
this RFP, JCDecaux’s advertising sales performance in large U.S. airports
comparable to SFO is second to none. Over the difficult 2006-2011 period,
JCDecaux’s revenue in large U.S. airports grew by 82%, while Clear Channels
revenues in large U.8, airports increased by 5% only and by 23% at San

JCDecaux North America, Inc.
3 Park Avenue, 33" Floor - New York, NY 10016 - USA
Telephone: 646 834 1200 - Fax: 646 834 1202 - www.jcdecauxna.com
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Francisco International Airport. In terms of revenue generated by passenger,
JCDecaux held scven of the eight top spots in large U.S. airports in 2011. SFO
came in 10", 65% lower than JFK and 30% lower than LAX where JCDecaux
operates the advertising concessions. As far as Titan is concerned, their sole
advertising concession is Westchester County Airport, a small regional New
York State airport, which they won two months ago. Their track record in terms
of advertising sales for their transit contracts is such that in 2009, they negotiated
reductions in their fees obligations for all of their contracts, except in New York
where the MTA terminated their concession agreement for default of payment of
their MAG. Tt is therefore hard to understand how JCDecaux could score less
than these two companies on that criterion. g

4. Clear Channel’s MAG offer is Commercially Unreasonable and
Constitutes a Financially Irresponsible and Illusory Proposal

Clear Channel is the incumbent on the current SFO Advertising Lease. Its
average annual sales, over the past 5 years, as represented by SFO (presumably
as reported to SFO by Clear Channel) are $9.2 million. Clear Channel’s $1oMm
MAG offer for the new Lease opportunity is commercially untenable given its
own sales performance on the same lease. The unreasonableness of Clear -
Channel’s MAG offer is evident when compared to the two other proposed
MAGs (JCDecaux $8.5M and Titan also $8.5M) as well as the SFO’s Minimum
Acceptable Offer of $7.5M initially, which was subsequently revised down to
$7M to reflect the removal from the inventory made available to the new
concessionaire of several key advertising locations which Clear Channel itself
indicated represent $1.8 million of its current revenue. Clear Channel’s MAG
offer is 18% above its two similarly situated competitors on the RFP and 43%
above the Airport’s estimate of a reasonable market based mininrum bid. These
facts strongly support a conclusion that Clear Channel is knowingly attempting
{o “buy” the award of the Lease unfairly by overbidding.

A contractor who intentionally everbids is not a “responsible” bidder, as that
term is legally understood in competitive solicitation matters. (Taylor Bus
Service, Inc. v. San Diego Bd. of Education (1987) 195 Cal.App.3d 1331, 1341:
[“Responsibility means the fitness, quality and capacity of the bidder to
satisfactorily perform the proposed work.”]; see also Public Contract Code
§1103: [“’Responsible bidder,” as used in this part, means a bidder who has
demonstrated the attribute of trustworthiness, as well as quality, fitness, capacity,
~ and experience to satisfactorily perform the public works contract”.] The
Airport should investigate Clear Channel’s financial responsibility to honor its
MAG commitment for the 8-year term of the Lease to ensure Clear Channel
meets the RFP’s and legal standard of “responsible” proposer/bidder. (RFF, Part

JCDecaux North America, Inc,
3 Park Avenue, 33 Floor - New York, NY 10016 - USA
Telephone: 646 834 1200 - Fax: 646 834 1202 - www.jcdecauxna.com
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1V, par. 13.c: [Airport Commission has right to “{t]equest a credit report and
additional financial information from each Proposer.”]

Irrespective of that “responsibility” determination, in light of facts known to us,
Clear Channel’s bid is commercially unreasonable and amounts to an 111usory
proposal. Clear Channel is not new to this type of unreasonable bidding: in
2007, Clear Channel bid $4.075M in MAG for the advertising concession at
Mineta San Jose International Airpott, where JCDecaux’s revenue history was
between $3M to $4M. Since then, Clear Channel’s sales at that. airport have not
exceeded $2.05M. Similarly, that same year, Clear Channel offered a $3.75M to
$5M MAG for the advertising concession at Seattle-Tacoma International
Alirport, where JCDecaux previously generated $5M in sales. Since then, Clear
Channel’s sales have not exceeded $5.05M at that airport, and were down to
$3.7M in 2011, with a further 18% decline in the first half of 2012, Under
California law it is against publie policy for a company to win a public contract
award with a bid that is offered at a loss to the company. This type of pracfice is
referred to as a “loss leader”, California law identifies a “loss leader” practice —
¢.g. the sale of a product where the effect is to divert trade from or otherwise
injure competitors, as an unfair trade practice. (See Bus.Prof. Code §17030.)

A monetary offer which is commercially unreasonable and unreliable should not
be entertained by the City, particularly from an incumbent with insider
information that promises to perform better for the City going forward than its
record demonstrates it has done in the past. If Clear Channel’s MAG offer is
rejected, Clear Channel becomes a non-responsive proposer and is not entitled to
the award of the Lease.

CONCLUSION

When the RFP’s scoring criteria and points are properly applied, JCDecaux is the
highest ranked proposer. Accordingly, we respectfully request that the Airport
sustain this bid protest and recommend that the Airport Commission award the
Lease to JCDecaux on October 30, 2012.

Sincerely,

s \&J‘\J\.ﬂ g/

\Gﬁr%nclle Brussel o
Executive Vice President, Legal Affairs and General Counsel

¢c: Bernard Parisot

JCDecaux North America, Inc.
3 Park Avenue, 33 Fioor - New York, NY 13016 - USA |
Telephone: 646 834 1200 - Fax; 646 834 1202 - www.Jcdecauxna.cam
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October 26, 2012

Mara E. Rosales
mara@rosaleslawpartners.com

VIA MESSENGER; EMAIL

David Serrano Sewell

Deputy City Attorney

Office of the City Attorney

San Francisco International Airport

International Terminal G, No. Shoulder Bldg., 5" Floor
P. O. Box 8097 '
San Francisco, CA 94128

Subject: Reply to Denial of Protest Letter, dated October 24, 2012; Request for
Reconsideration of JCDecaux North America, Inc.’s Protest

Deaf David,

Your October 24, 2012 letter to JCDecaux’s General Counsel Gabrielle Brussel has been referred
to me for response. We ask that the City Attorney reconsider its legal position based on the
following two points: (A) the interpretation of the RFP as stated in your letter is not well
supported in fact or law and (B) Clear Channel Airports’ (“Clear Channel”) response to the
protest letter, upon which you rely, does not address the key issue addressed in the protest letter,
namely, Clear Channel’s irresponsible pattern and practice of bidding higher than a reasonably
achievable Minimum Amnual Guarantee (“MAG”) at sister airports and thereafter seeking MAG
or econotnic relief once awarded the lease. It is our contention that this practice is particularly
relevant to a determination of whether Clear Channel is the “most responsive and responsible
Proposer” entitled to the award of the lease as set forth in the RFP (RFP, Part 111, para.4.)

A. Misapplication of the RFP Evaluation Criteria

We are pleased that you read the RFP as we do--“that the MAG score of 50 points was assigned
using a specific methodology.” We disagree, however, with your statement that “the
methodology was not applied after the fact or contrary to the RFP.” Your support for this
statement is that the sliding scale application of the MAG methodology was explained orally at a
non-mandatory informational conference. This admission alone is sufficient cause for you to
sustain JCDecaux’s protest that its proposal is entitled to receive the 50 points for the MAG
category. The RFP clearly states that:

433 California Street, Suite 630 * San Francisco, CA g4104 * {415) 9864760 Office * (415) 7664510 Fax
www.rosaleslawpartners.com ‘
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1. “Proposers are encouraged to attend the Informational Conference ...”, where
“questions will be addressed” and “any new information will be provided...” (RFP,
Part II, para. 2.) The public is told that the “Airport will keep a record of all parties
who attend the Informational Conference” and that “substantive replies will be issued
as written addenda and posted on-line...” (Id.)

2. Any amendments to the RFP will be issued in writing by an addendum. (RFP, Part
IV, para. 7.)

Under the RFP rules established by the Airport Commission, oral representations or
modifications do not suffice to change the instructions in the RFP, The Airport’s own website
explaining the competitive selection process for concessions contracts states that the RFP
documents will include “the selection criteria that the Airport will use in evaluating the proposal”
- and goes on to explain that following the Informational Conferences, notices will be sent to the
participants “‘of any changes to the qualifying criteria, business terms, or selection process.”
(http:/fwww.flysfo.com/web/page/about/b2b/conces/general html).

Notably, your “oral amendment™ argument is also without any legal basis. The Commission is
bound to follow its own RFP solicitation procedure. (MCM Construction, Inc.v. City & County
of San Francisco (1998) 66 Cal. App.4™ 359, 368-9 quoting Valley Crest Landscape, Inc. v. City
Council (1996) 41 Cal.App.4th 1432, 1435 [re: award of SFO construction contract].) As the
Court of Appeal stated in one of the Airport Commission’s own published cases, “[t]he
importance of maintaining integrity in government and the ease with which policy goals
underlying the requirement for open competitive bidding may be surreptitiously undercut,
mandate strict compliance with bidding requirements.” (MCM Construction, Inc. supra at 369.)
Furthermore, the failure of a public agency to follow the “precise specifications in its public call
for bids leaves bidders in the unfair position of having to guess what will satisfy the [agency’s]
needs.” (Konica Business Machines U.S.A. v. Regents of the University of California (1988) 206
Cal.App. 3d 449, 457.) In an action for writ of mandate, the Court has the power to “direct an
agency to follow its own rules when it has a ministerial duty to do so or when it has abused its
discretion.” (Pozar v. Department of Transportation (1983) 145 Cal.App. 3d 269, 271, citing
Glendale City Employees’ Assn., Inc. v. City of Glendale (1975) 15 Cal.3d 328, 344-345.)

The public interest is not served when the Commission does not comply with its own published
rules of procedure. Such action will undermine the credibility of the fairness of the
Commission’s competitive processes. '

Following the applicable law and as a matter of public policy, JCDecaux’s MAG proposal must
receive 50 points. We ask that you re-visit your conclusion to the contrary.

B. Clear Channel's MAG Offer is Commercially Unreasonable and Constitutes a
Financially Irresponsible and Illusory Proposal

Your response letter to JCDecaux’s challenge to the commercial viability of Clear Channel’s
MAG offer misses the central point of the protest. Asking Clear Channel whether it will stand



" David Serrano Sewell
October 26, 2012
Page3

by its financial proposal today does not address the legitimate question raised by Clear Channel’s
conceded business practices, to overbid MAG offers and not perform. Based on public
information we have obtained thus far, Clear Channel has a current practice with at least two Bay
Area airports to promise to meet its contractual obligations at confract award only to reverse
course once the contract is awarded. We have attached information from San Jose International
and Qakland International Airports which confirm that Clear Channel’s promises at contract
award are unreliable precisely because, as here, they have proposed a MAG, which under similar
circumstances, was not reasonably achievable. :

Tellingly, Clear Channel does not rebut these allegations other than to dismiss them as.
“jrrelevant” and to note it has “not defaulted” on the mentioned contracts. These explanations are
unsatisfactory as well as inaccurate. Avoiding the question does not answer the

concern. Indeed, a close look at Clear Channel’s actions at San Jose and Oakland Airports
reveals that Clear Channel is not in default only because it has managed to successfully negotiate
contract amendments with those airports. Clear Channel explains that it leverages its SFO
relationship. “as part of its pitch” to obtain advertisers in its advertising network. It appears that
Clear Channel also relies on the SFO business relationship to overpromise to other Bay Area
airports its ability to successfully market their airports. These business practices are in fact “loss
leader” strategies which are contrary to the public policy of the State of California.

The facts warrant a deeper inquiry by SF O to San Jose, Oakland and Sea—Tac Airports than your
letter states has occurred.

" Sincerely,

’ Mara E. Roszles
MER :rp

cc: Dennis J. Herrera, City Attorey
Sheryl Bregman, Airport General Counsel
Leo Fermin, Deputy Airport Director — Business Finance (RFP Protest Officer)
Gabrielle Brussel, JCDecaux, General Counsel
Bernard Parisot, JCDecaux
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SENT TO COUNCIL:
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SANJOSE . Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR | FROM: William F, Sherry, A.AE.
AND CITY COUNCIL

SUBJECT: RESPONSETO COUNCIL DATE: November 7, 2011
REFERRAL 10-25-11-2.7
REGARDING CLEAR
CHANNEL '

Approved i /gﬂ_—. Date /o /)

INFORMATION

During the October-25, 2011 Council Meeting, Councilmember Rocha asked the Airport Staff
for information on the timing of the negotiations with Clear Channel Advertising and how often
the Airport staff is meeting with them. ' ‘

The Clear Channel 3rd Amendinent was dropped from the Council Agenda due to teceipt of
Clear Channel’s October 14 letter that again requested to restructure the Agreement and reduce
the Minimum Annual Guarantee (MAG) even further than we already have. The City has
provided Clear Channiel with $4,297,349 in financial relief and we offered to provide an
additional $296,000 in savings by consolidating their capital investment requirements and
offering them free affice space that would normally catry a charge of $64,879 per year. If's
important to note that Clear Channel set their financial responsibilities under this contract
through a bidding process, fully aware of the business risks. In other words, it was not the City
that set the MAG and other financial requirements but, rather, Clear Channel, Additionally,asa
self-sufficient enterprise operation, the Airport would have to shift any further financial relief

. granted to Clear Charinel to other airport tenants, something staff believes is not apprapriate
given the circumstances.

During the négotiations with Clear Chiannel, the parties (Clear Channel and Airport staff) agreed
to these concessions on.the belief that Clear Channel was satisfied with ther and would not seek
furthet reductions. After receiving Clear Channel’s October 14 lefter it became clear that was
riot the case. We have writfen a respanse to Clear Channel explaining our position.

Staff ig in regular contact with Clear Channel, Clear Channel typically comes to the Airport a
couple of times 4 year to.meet in person to discuss their concems with the MAG and request



HONORABLE MAYOR AND CITY COUNCIL

November?, 2011
Subject: Response to Coimneil Referral 10-25-11-2.7 on Clear Chﬂnnel

Page 2,

" finaneial relief. The Jast meeting was on March 9, 2011. We are certainly available to meet
mote frequently, but this is all that Clear Chanuiel has réquested. We have always liad an open

: _dlalog and will continue to do so.

sl .
William F. Sherry, A.A.E:
Director of Aviation

For questions, piease contact Kim Aguirre at-408-392-3620.

Attachments: Letter ta Clear Channel dated November 4, 2011
Letter from Clear channel dated Ociober 14, 2011
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November 4, 2011

Toby Sturek

President

Clear Chiannel Airports
4635 Crackersport Road
Alleitown, PA. (8104

Denr Toby:

In respionse to your letter dated October 14, 2011, in which you again mquested to
restructure our agreement, I simply cannot pr ovide you with additional financial relief,
believe that I have addressed your-coticerns in 1hy previous letter to you dated August 3,
2011, but I want fo respond to your latest letter. ,

The current economic state of this country has been a sugprise 1o most observets and the
result at SJC has been reduced flights and passengers. This has impacted the bottom line
of concessionaires and the Airport. The Adrport has talken drastic steps by cutting ifs staff
in half and requiring that remaining employees iake significant reductions in pay. We are
not in-a position to provide you with additional financial relief.

. Please remember that the Airport has already provided Clear Channel with $4,297,349 in
financial reliefand the City has offered to provide you with an additional $296 000 in
savings by corisolidating your capital investment requirements and providing you with
office space free of charge that would normally rent for $64,879 per year, Thisis
contingeut on you not pursuing any further MAG reduction, This will bring your total
financial reliefto almost $5 million, a significant amount that the Airpott was not
obligated to offer and inuch grester than any temporary relief provided to the food &
beverage and |etml concessionaires in Terminal A+

The Clty hasgprovided Clear Chante! with premiunt advertising sites, many of which
remain undeveloped and underutilized. In addition, we amended the agreement to
piovide Cleal Channel with new adver hsmg sites without a corresponding increase in
MAG and without & miniumn capital investment requirenient. We believe that these
additional sites are more {lian adequate to compensate Clear Channel for any lost
adverlising opportunities that may have resulted from the temporary inactivation of the
six pates in Terminal A+, and we hope that you will take advantage of these

oppo.giumhes.

cuvnr @T %
SAN]OSE

+ 1701 Alrport Honfevard, Suite 8-1130 = San José, CA 95110-1206 » Tel 40B392.3500 » Fax 1004974591 v vinwllysanfssecas.  TAm of mivrone
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The cutrent gate capacity in Tetminal A+ will allow for expansion by existing airlines
and provide space for new and relocaled airlines. Due fo the growth of Alaska Airlines, .
and the unbalanced passenger traffic between the terminals, I expect that Delta Aitlines
will relocate to Terminal A+ in the next few months. Based on the previous 12 months,
that will bring an additional 460,000 fotal passengers 1o 'I'ermma] A+ when combining
Delta Aitlines and its affiliates.

While the clasurs of the American Airlines lounge was disappointing to both you and the
Airport, the lounge is-not a condition of owr agr gement. However, you should be aware
that we liave beguy working with ai architect to design a new common use lounge. In
addition, one e.mstmg damestle airline and one potential international ﬂulme have
éxpressed inferest in exclusive kmnges of thelr awn.

As always, thaink yeu for your continued understanding and cooperation, Should you
liave any questions or would like to discuss these issues furflier, plegse feel h ge to contac

fie.,

Sincerely.

William F. Sherry
Director of Aviation

Ce:  Mayor Chutk Reed
City Council

Kint Aguirre
HORESAN ¥, BITETA sl
SAN JOSE #9A3 @
“inrEnnAToNAL L/, irer £ )
A1RP QR T Yy SANJOSE

SILTEOn VACLCY & ATRPORT 1701 Aliport Boulivard, Sulle B-1130 « Spndoyt, CA95110:1206 = Tel 40B.392,7600 & Fax A0B442459T ¢ wwweliysrdfopzcon) - FOOL O oy vairy




4635 Crackersport Road, Allantown, PA 18104

T 610.385,8002 'Toll Free 800.628.6800 F 610.395.4450
Oclober 14, 2011 RECEIVED

Mr.B’IIi‘Sharry . . o OCY 1 7 208

Director of Avlallon ’ . . v
San Josa International Alrport ' . Director of Aviation
1701 Alrport Baulevard, Stilte B-1130. BRI San Jope Intl. Alipont

San Joss, CA 95110-1206

Dear Blil,

a

1 was disappolnted to recelve your letter daled August 3, 2011, declinlhg my requist 18 grant Clear Channel
Alrporis (CCA) MAG rellef consistent with other concesslonaires as a result of the gate closures i terminal A+,

In your lelter, vou Indicate that, unlike HOST, CCA was offered substltute concesslfon space in other locatlons,
Unfortunately, although CCAwas offered additlonal localions, that doss not rectify the situation. In fact, whal has
oceurred as a resull of the compressed {raffic flow is advertlsers can now reach the same number of passengers
by purchasing less slgnage. Unlike Food and Beverage concesslons, adverflsing does nol take money directly
from passengers. Duplicating locatlons In the same area only cannlballzes existing adverlising revenue strearms.
Addltlonally; relocating Inventory does not resolve Ihe fact that we are expecied fo coniinue paying rent in an
area that the alrport has reduced weekly flights from 147 to 14 or 88%. '

In our concesslon agreement dated July 1, 2007, GCAls cohtraclually obllyated to pay & MAG for gach Indlvidual
sign locatlon. Iftha reduction In flights and closure of gates [mpact the area of which these slgns are localed, how
can we possibly be expecled to pay rent at 100% when frafflc has declined 88%? The affached map lllustrates
the number of adverlislig Iocal]dné Impacted by the gale closures. In this parlisular spacs, GCA pays a total
annual lease cost of $1.2 million. To add to the metter, Amerlcan Alfliries closed thelr VIP lounga In Terminel A+
and has o plans to relocats this presiigloys space, The American Frequent Flyers are a highly sought after
demographlc which altracts the natlonal adverliser. This area is essenllal {o our sales packaglng across all
{erminals. The loss of this particular space only magnilles our problem beyond the value of the MAG. In fact, the
loss of this space Impacts our lotal adveriising sales ptogram at 8JC.

In April 2014, we offered the alrport a proposal fo resiructure the contract that included a $10 mifiion one-{ime
lump-sum payment. Assuming we were-able 10 resltructure the contract under thoss lerms, the clostre of gates
In t&fminal A+ would niol bs an Issue. Howsver, that proposal was simply denfed, In fact, In both cases, there was
no negotlation or dlalogtie from alfport staff as to how a deal could be structured,

. BN, I‘r'es'p;e_ctfilliy request ihat this matter be serlously considered. ] also request that you and your {eam canslder
an open dlalogue with me to amicably resclve this matter. As proposed in my lelter dated July 19, 2041, 1 am




readily avallable to meét directly with you and your feam lo resolve this mailer expeditiously,
Thank you In advance for your lime and consideration. '

Respacliully,

Toby Sturek
Ptresldent, Clear Ghannel Airports

co:  Kimherly J, Agulrfe, Chief Opérating Offlcer, SJC Alrport
Mayor Chuck Reed )
Pste Constant, City Counell, District 1
Ash Kalra, Clty Councll, District 2
Sam Llceardo, Clty Councll, District 3

+  Kansen Chu, City Councll, District 4
) Xavler Campos, Clty Councll, District 5
. Pierlulgl Oliverlo, City Counicll, Distrigt 6

Vice Mayor Madlson Nguyen, Cily Gouncll, Distrlct 7
Rose Herrera, City Councll, District 8
Donald Racha, Clly Councll, Disltlct 9
Nanocy Pyle, Clly Gouncli, Distrlct 10-
dJarry Sirangls, Strangle Propsriles
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December 30, 2008 m

AIRPORT ADVERTISING

Mr. Steve Grossman
Director of Aviation
Port of Portland

530 Water Street
Quakland, CA 94607

RE: Advertising Concession Contract -
Dear Mr. Grossman,

As you are aware, Alliance Airport Advertising participated in the spring 2008 advertising RFP
for Oakland International Airport. Alliance held the hi ghest scores in all categories except one
guaranteed payment to the Port) and in fact, averaged the highest score overall by ihe
Evaluation Committee, '

Alliance foresaw the challenges coming in the airline industry and the financial markets., We bid
a Minimum Annual Guarantee based on this belief. We did comply with the 50/50 revenue
share, and all other components of the RFP. Qur track record in other ai rports proves that with
only one exception, we generate far more revenue in our splits than s required in a MAG.

As the final scores were tight, and though Alliance had the higher score overall, the Committee
felt that our nearest competitor, Clear Channel Interspace, must be awarded the contract solel y
because of the guaranteed payment (MAG) offered the Port. We did not protest the award out of
respect for OAK and the factors affecting your decision.

We are aware that passenger counts have reduced significantly at OAK durin g the past few
quarters. True to our belief, the airport and airline industries, and the overall economy have
weakened significantly.

We write today to advise that, if the Port or Airport is asked to reconsider the MAG dug and
payabie by Clear Chanuel Interspace, we request tile entire contract be reconsidered. This is
especially significant in light of Alliance’s overall performance in every other category within

* the RFP. It would be unfair to allow Clear Channel/Interspace to reduce or change the payments
under the terms of this agreement when Alliance was penalized only for a lower guaranieed
MAG. '

Respectfully Jyours, —
Shauna Forsythe ~

President & CEO

ce: Skip Conrad, Mgr, Airport Properties
- Janet Deutch, Concession Manager, Airport Properties

8945 W, Russelt Rd., Sce. 150, Las Vegas, NV 89148
.(732) 362-4777 Toll Free (877) 809-9029 FAX (782} 362-2501
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January 19, 2009

Mr. Marcel E. Conrad, lll
Airport Properties Depariment
Oakland International Airport
9532 Earhart Road, Suite 201
Oakland, CA 94621

"RE: RBRequest for Delayed Payment of Minimum Annual Guarantee
Dear Skip:

Due to many design revisions and continuing delays in the approval of Clear
Channel Airports’ display advertising fixture program installation at Oakland
International Airport, we respectfully request that the Port of Oakland allow for a
temporary delay in the payment of the monthly installments of the Minimum
Annual Guarantee, which were scheduled to begin upon the installation of our

- display inventory program, or January 1, 2009, whichever came first.

Over the past five months, we have submitted several sets of plans and detail
drawings to your staff, yet we are still awaiting final approval of said plans and
the appointment of a Port of Oakland Project Manager. These approvals and
appointments will allow us to begin fabrication of our displays, as well as our final
engineering and permit drawings, so that we would be able to install new
electrical connections, ship and install all units in time for an early April ‘09 install.

| have attached a time line of activities and meeting notes to illustrate that we
have contributed our best efforts in getting all of the design comments and
changes completed and to your office for final review and approval. If further
delays are encountered and unless we can not start building anything, the
potential install date will move accordingly.

The request for the delay in the MAG payments comes from the fact that without
the installation of our new program, we simply cannot sell those inventory
locations to-our potential clients, and in turn, pay either a percentage of those
sales as rent to the Port of Oakland as an off-set or overage to our monthly
Minimum Annual Guarantee installment. As it stands today, due to the delays in
approvals and installation of our new, custom-built OAK program, we have
already had to delay new billing rates and contracts from clients we had assured
would begin on January 1, 2009. Coupled with the extreme downturn in
advertising across all markets, including the airport advertising market, the delay
in the start of the OAK program as we presented in our RFP response leads us
to make this unusual request. ‘

47521970 1w
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CleasChanucl Airpores ) »
600 West Chicago Ave. » Suite 600 « Chicago, [L 60610 « www.clearchannelairports.com




I hope you can understand our predicament and can speed along the approval
process. | am more than willing o discuss several options by which the MAG
can be paid to the Port of Oakland, and invite you to contact me with any
questions, commenis or concerns. Thank you for your willingness to consider
our request.

Sincerely,

Michael Riley
President

TJS:sh
cc:  Toby Sturek

Sam Hart
Meredith Haggerty
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': CLE ARCHANNEL Timeline of Design Submittals, Reviews

AIRPORTS and Commehnts

» May 8, 2008: Contract Award to Clear Channel;

« June 16-27, 2008: Field Survey by CCA to develop submittal plans for
Airport Design Review Committee;

 July 29, 2008: Meeting with OAK Design Review Committee to discuss
for approval all location plans and inventory types; meeting notes
provided to OAK staff on August 1, 2008; comments returned from OAK
staff on August 1, but no formal approval-to-proceed provided;

« September 23, 2008: CCA provided, via e-mail, the OAK Design Review
Committee with revised plans covering comments from the July 29" DRC
meeting; staff response received on October 13, 2008, setting another
follow-up presentation with the DRC for October 21, 2008;

s October 21, 2008: Second DRC meeting was held at OAK and we
received approval on bag belt LCD cabinets, FreeCharge stations and
partial approval on Recycle Unit Dioramas and Directories. DPASS units
required another round of design adjustments subject to further review;

« November 18, 2008: CCA provided a third design submittal of the DPASS

© units; :

« November 25, 2008: OAK staff returns comments via e-mail regarding the
DPASS units, asking for a fourth revision to the design; '

« November 26, 2008; CCA submits, via e-mail, proposed iayout of text and
openings on the Recycle Diorama and Directory units; comments
received by OAK staff via phone on November 27",

« November 28, 2008: CCA submits, via e-mail, fourth design revision for
OAK staff approval of the DPASS displays; comments received from OAK
staff on December 7, 2008 via telephone conversation;

o December 13, 2008: CCA submits, via FedEX, final design plans, location
plans and all associated site phioto renderings encompassing all OAK
staff and DRC comments; no approvals/responses or further comments
have been received by CCA as of January 12 '

o January 12" Phone conversation with OAK staff requesting approvals
and updating CNN installation and data inspection team fo be in OAK on
1/13/09 to finalize plans/drawings/routings for digital component
submittal; OAK staff comments that they agreed they owed CCA
approvals and would be forthcoming, but with no time-frame provided.

e January 14" CCA receives bag deck plastic-laminate color information;
still waiting on recycle station graphics approvals, as well as confirmed
written approval on the DPASS submittals.

Clear Channel Airports v W @ ITEQ m W n rm l_E:z‘

600 West Chicago Avenue, Sunite 600 Chicago, . 60610 Tel:312.475.3500 Fax:
312.642.7378 :




Via Electronic Mail

February 27, 2009

Clear Channel Outdoor Inc.

dba Clear Channel Airports

555 12" Street, Suite 950

Oakland, CA 94607 _
Attention: Michael Riley (turiley@clearchannel.com).

Re: Request for Delayed Payment of Minimum Annual Guarantee (MAG)
Dear Mr. Riley: |

Thank you for your letter of January 19, 2009. We have reviewed your request with the Director
of Aviation and he concurs with the following response.

Unfortunately, the Port can not delay the commencement of the Minimum Annual Guaranty
(MAG) beyond January 1, 2009, the date stated within the lease. As you may know, the decision
to award this concession opportunity to Clear Channel Airports (CCA) was extremely close; in
fact the overriding reason to make the award to CCA specifically was the amount of the
guaranteed rent. To modify or alter that consideration after the award is patently unfair to
proposers who offered a lower MAG based on the degree of acceptable risk, but were otherwise
rated higher in the Request for Proposals process. Further, we have yet to receive your proposed
and agreed MAG for January and February 2009; please remit those amounts upon receipt of this
letter. '

Regarding CCA’s claim that the Port’s processes resulted in a delay, we dispute that assertion.
First, the design revisions and perceived delays in approval are mostly the result of CCA’s
submittal of designs that differed from those submitted in the proposal and CCA’s expectation of
a formal approval notification. In fact, approvals were given both verbally by the design review
commiittee and via e-mail for the designs submitted to date. Until we received your letter, we
were unaware of any ambiguity regarding the approval of submitted designs and improvements
with a resultant delay in fabrication. [It should be noted that designs have not yet been submitted
for the LCD screens or the Information Booth.] Second, formal design reviews of
concessionaire improvements are common practice at large U.S. airports. In fact, the lease in
Sec. 2.4 specifically notes that a design review is required. And Sec. 1 states in part: “Permittee
waives any rights now or hereafter conferred upon it... to receive any abatement, diminution,
reduction or suspension of payment of Rent.” '

Third, CCA’s céntract commenced July 1, 2008. A large number of displays making up almost
half the program were not subject to Design Review (Moss banners, wall wraps and floor

Aviation Properties Department  « 8532 Earhart Road + 510-563-3674 - MConrad@Porthkland.corﬁ



Clear Channel Airports

Request For Delayed Payment of Minimum Annual Guarantee (MAG)
February 27, 2009

Page 2

adhesives). These displays could have been installed as early as July 1** but not one single
display of this type appears to have been marketed or sold. Finally, gross receipts are markedly
down from the prior program, which is extremely disappointing..

As a last comment, the first installment of the MAG was due January 1, 2009 and is deemed late
January 10, 2009. In light of your letter, the Port will consider removing any late penalties
associated with full payment of the MAGs for January and February if payment is promptly
made. : .

If you have any questions, I am most willing to discuss this further. I am at (510) 563-3674. 1
remain,

Sihcere]y,

P N
i

A L ( \
{ L‘K(Hi u:«sz k Cow o L\;

Marce! E. Conrad
Manager of Aviation Properties

e

cel Steven J. Grossman, Director of Aviation
Toby Sturek (tobysturek@clearchannel.com)
Sarm Hart (samhart@clearchannel.com)
Meredith Hegarty
Janet Deutsch
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April 16, 2009

Omar Benjamin
Executijve Director
Port of Oakland

530 Water Street
Oakland, CA 94604

Dear Omar:

Thank you for taking the time to meet with us last week. We appreciated the opportunity
to discuss our situation with both you and Steve and look forward to arriving at a solution
that is mutnally beneficial.

John Moyer’s phone conversation with Steve on this matter a week or so prior o our
meeting last week had already prompted us to earnestly explore and analyze what our
best options might be and we want you to know that we came into our meeting with you
having already given the situation a great deal of thought. Your participation and
perspective, however, was very useful in helping us reach further toward finding an
acceptable solution. We want to work with you to develop a program that will flourish
- and become the best that it can be for the Port of Oakland and us.

As we discussed, there are a number of dynamics at play. Some have been within our
mutual control and some have been sitnations over which we have no control at all.
Unfortunately, these dynamics all came together to create what seemed to be an
insurmountable obstacle to our launching an advertising program that would deliver the
level of results we both envisioned at the onset of our relationship. In our meeting, Steve
articulated well the extremely harsh turn that the economy took just as we were selected
to lead this program. He outlined the very depressing reality worldwide that has hit
California, Oakland, and the advertising industry particularly hard. Steve also astutely
framed the well-known historic challenges of marketing advertising at Oakland
International Airport considering the many other media options available in the area, the
competing venues that exist, and the media pricing depression currently underway in the
industry.

I think we all recognize and agree that both our “A” team efforts are needed to help
insure the kind of success we envision. We became aware, via numerous communications
with some of the Airport staff that were involved in the selection process and are also
involved in our day-to-day management, that they did not want nor would they support
Clear Channel Interspace Airports active participation in local sales support. This did
prove to be a hindrance and it is an obstacle we are exiremely pleased to now have
cleared. Clear Channel Interspace Airports is a valuable player on the “A™ team that was
established by Clear Channel Airports and their participation with us was expressly set
forth in our proposal and original response to the RFP. We are pleased that both you and
~ Steve see the benefit of full participation by Interspace.

555 12" Strect. Suite 950, Oakland, CA 94607, phone {510) 835-5900, Fax (510) 834-9410
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These are the factors that we believe have challenged our ability to effectively launch the
new advertising program. Having now a clear understanding and agreement on these
fundamental issues, we are prepared to move ahead in a way that allows Clear Channel
Airports to begin installation of the investment we discussed. We are ready to employ the
full service of the original team we proposed and that was selected by the Board.

Having listened carefully to your expectations, we wish to make the following response:
The Port clearly wants and expects the best financial offer and we have made every
~ effort to offer the maximum possible and still provide a sustainable business model

and the level of service both Clear Channel and the Port expect.

Minimal Annual Guarantee:

MAG proposed - Revised MAG
Year at our meeting offer per our meeting

1 $250,000 - $300,000

2 $250,000 ~ $350,000%*
3 ~ $500,000 $500,000*
4 $650,000 - : $650,000*
5 $650,000 $650,000*
6 $650,000 $650,000%
7 $650,000 $650,000*
8 $650,000 $650,000*
9 $650,000 $650,000*
10 $650,000 $650,000%

*Current agreement is that the MAG gets increased (but not decreased) to 70% of
ptevious year’s percentage payment if that payment is higher than the pre-established
MAG for that year. We are willing to increase the MAG to 85% of previous year's
percentage payment so the MAG can rise earlier and faster as we hopefully begin to see
the economy respond.

Capital Investment:

$1,200,000

Pefcentage Payment:

50% for year one moving to 60% for all following years.**

*#The current agreement is for 50% across the entire 10 year term unless gross receipts
exceed $2,000,000 then it would increase to 55%. We are prepared to atitomatically
increase this percentage payment to 60% after year one for the remaining term of the
agreement. Again this will allow for larger payments faster to the Port,
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As you will see, we increased our MAG schedule from our meeting with you and
modified both the MAG increase mechanism and percentage payment to reflect terms
that are actnally better and more lucrative than the existing terms in the current
agreement. This will allow the Port to benefit greatly and have much more up-side
quicker when the economy does come back while creating a viable business solution to
move forward now. One thing for certain is that it is.good for the Port and a dramatically
better financial package than what is available on the market. It also offers more than any
other proposals that were submitted at the time of the RFP. In fact, the combination of
the proposed MAG exceeds Alliance’s offer by $1,700,000 and capital exceeds
Alliance’s by $550,000 for a total of $2,225,000. It should also be considered that these
improvements are ready to go immediately.

~ The Port wants national and local sales capability:

Only the team of Clear Channel Airports and Clear Channel Interspace Airports has a
national sales network and local/regional sales resources. No other company exists that
can represent Oakland International as effectively on the mational and local/regional
media scene and this will be a large benefit as the economy turns.

The Port wants a local presence and national reach:

Clear Channel Airports has a long-established office in Oakland and a staff of foor in the
Bay area. Additionally, we bave some 80 airport advertising specialists located around
the Country in the major media buying centers. Clear Channel Outdoor and its
predecessor companies have had an office in Oakland for 44 years and currently have a
local staff of 79. o

The Port wants imp’r'ovements in technology and design:

Clear Channel was the only proponent to include the CNN Airport network in our
proposal and, partnering with CNN, we delivered what has been a very well received
effort free of charge. This is a large capital and operational expense that CNN gsually
charges for in airports the size of Oakland. Additionally, as you know, we have
$1,200,000 of capital investment ready to go. This large capital investment includes but is
not limited to the following:

A new T1 volunteer visitor center

Two Digital Passenger Service Systems with six touch-screens and Mobile Media.
Ten 57 multi-use 1L.CDs on the bag-belts

Three 65" muiti-use LCDs at security check points

11 sponsored recycle stations

Two FreeCharge sponsored work stations
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We remain committed to- the success of this program and look forward to hearing from
you soon. Time is of the essence as we have 17 existing clients that have already
contracted space into the new digital displays that are pending installation and any more
delay or change of plans will easily hold up revenue flow and the effective launch of a
new ad program for another year. We are prepared to move forward with any necessary
next steps that will advance these discussions in the most expeditious timeframe. Thank
you again for your interest and participation.

Very truly,

%é i/ (T/iwl,é///’ic/&,
Toby Sturek
CFO, CCA/CCIA

cer Steve Grossman

TS/mln
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August 3, 2009

Marcel Conrad

Manager of Properties

Port of Oakland - Oakland International Airport
9532 Earhart Road, Suite 201

Oakland, CA 94621

Dear Mr. Conrad:

Thank you for taking the time to participate in the meeting between representatives of the
Port of Oakland (Port) and Clear Channel Airports (Clear Channel) on July 27, 2009.
This was much needed after the months of negotiation effectively brought on by the
drastic and severe economic downturn that started in the second half of 2008. We
thought the meeting and Airport tour was very positive and productive. Your input was
insightful and will be taken to heart. We look forward to working closer with you and the
rest of the staff at Oakland International Airport through this very challenging economy.

I am sending this letter as a formal request to amend our permit according to what was
discussed during our meeting, the terms which are outlined as follows:

1). Proposed Current
Year MAG MAG
L $850,000 $ 850,000

2. $850,000 $ 850,000
3. $850,000 $ 850,000
4. $850,000° $ 900,000
5. $850,000 $ 900,000
6. $850,000 $ 900,000
7. $850,000 $ 950,000
8. $850,000 $ 950,000
9. $900,000 $ 950,000
10.  $900,000 $1,000,000

2). Increase the Airport’s current percentage payment from 50% to 60% of sales starting
immediately and being effective for the life of the agreement.

3). Delete any restrictions on Clear Channel owned entities cooperating on the project.

This plan will keep the MAG the same in the early years of the contract and during the
- current economic downturn while also giving the Port quicker access to potential
incremental revenue with a higher percentage payment in better times. This concept
retains a large multi-million dollar advantage to the Port over all other past proposals. It
also allows us to apply all of Clear Channel’s best resources to your airport advertising
program. :
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We hope you can present this at the September 2, 2009 Aviation Committee meeting and
in turn the September Board meeting. Please don’t hesitate to contact me with any
questions.

Thank you and kind régards,
N

,/1 53

John Moyer
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City AND COUNTY OF SAN FRANCISCO : OFFICE OF THE CITY ATTORNEY

DenniS J. HERRERA DAVID SERRANO SEWELL
City Attorney - Deputy City Atiorney

iirect Diak {650) 821-5075 .
email: david.serrano-seweli@sigov.org

Oclobe'r 24,2012

Ms. Gabrielle Brussel

Executive Vice President, Legal Affirs and General Counsel
JCDecaux North America, Inc.

3 Park Avenue, 33" Floor

New York, New York 10016

SUBIECT: San Francisco Intemational Airport ("Airport™) Response to JCDecaux North
America. Ine.'s ("ICDecaux”} Protest Letter for the Proposed Award of that certain
Request for Proposals ("RFP") for the Advertising Lease (“Lease”) to Clear Channel
Outdaor, lnc., dba Clear Channel Airports ("Clear Channel”) '

Dear Ms, Brussel:

At the Airport's request, this letter responds to JCDecaux's protest letter dated October 17,
2012 for the proposed award ol the Adventising l.ease lo Clear Chianuel. Tn the letter, JCDecaux
argues that the proposed award to Clear Channel should be set aside and award should be made to
JCDecaux. We have reviewed JCDecanx's protest, the RFP, the proposals, and the score sheets, and
find that the competitive selection proceeded in conformance with the RFP and the law; the protestis
without merit, :

Specifically, JCDecaux raises four issues to which the Airport responds as follows: '
L, Misapplication of the RFP Evaluation Criteria

Airport Response: ‘The RFP clearly states the process by which the proposals are to be evaluated,
Specilically, RFP Submital 4 Evaluation Criteria outlines the subject matier and the allocation ol the
total number of points available in this RFP.

The three-member review panel (the "Review Panel”) was canvened and the members of the panel
reviewed and scored the proposals within the Evaluation Criteria point system. Therc was a possible
100 points under the RFP. The Tvaluation Criteria clearly stated the points for cach sub-critetia:
Business Plan 15 points. Design Intent/Construction 20 points. Operations/Management Plan 15
points, and Minimum Annual Guarantee Offer ("MAG”) 50 points. Further, the RFP includes
additional language for cach sub-criteria. providing clear and unambiguous guidance to the Proposers
and the Review Panel conceming the specific clements the Airport was secking in the proposals.

The Review Panel's scorcs are contained in the Airport's summary sheet, of which JCDecaux hus a
copy. The Airport is contident that the Review Pancl evaluated cach proposal objectively and

San FRANCISCO INTERMATIONAL ARFCRT - INTERNATIONAL TERMINAL, NQ. SHOULDER BLDG., 3 FLOOR
P.O.Box 8097 - Sam FraumisCo, CALFORNA 94128
RECESTION: {650) 821-3083 - FaCsviE: (650) 821-5086
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consistently with the RFP criteria. Therc is no evidence that the RFP process or the Review Panel's
decision was arbitrary, capricious. or lacking in support,

JCDecaux is correct in stating that the MAG score of 50 points was assigned using a specific
methodology. The methodology used was a rational, objective, and fair system to assign points in
the MAG sub-criteria. Here, the highest MAG ofTer received the full 50 points and the remaining
{and lower) MAG proposals received a proportionally lower scotc. This methodology is standard
practice, both at the Airport and the greater industry.

Under this methodology, Clear Channel received 50 points because it submitted the highest MAG

offer of Ten Million Dollars (510,000,000). JCDecaux's. MAG offer was Eight Million Five Hundred
Thonsand Dollats ($8,500,000).. To appropriate a proportionate score. Airport staff divided
ICDecaux's MAG offer by the highest MAG offer and multiplied the result by the.total points
possible under this criterion (58,500,000 + $10,000,000 = .85 x 50 =42.30). JCDecaux therefore
received 42.50 points. Another way to articulate the methodology is 85% of the 50 points, which is
42.50 points. ' :

Further, the methodology was not applicd after the fact or contrary to the RFP, as claimed by
JCDecaux. Airport staff thoroughly discussed and explained the methodology at the informational
conference of May 10, 2012, JCDecaux atiended this miceting and was afforded the opportunity to
ask questions and seek clarification on the MAG scoring methodology or any RFP item.

2. The Mathematical Ervors in the Score Sheet,

Airport Response. The Airport's compilation of scores are corTect, its is JCDecaux’s assertion that
two individua! scores were off by onc one hundredth of a point. The difference. which is immaterial,
amounted to a difference in rounding methods.

Assuming the Airport used JCDecaux's system, the other proposers would have also received an
additional hundredth point, thus making JCDecaux's revision to the points immaterial to the outcome
and ranking of the proposals. Indced. cven if the Airport rounded only JCDecaux's score to the
hundredth, the outcome would be the same. :

3, Scorer P2 did not score JCDecaux fairly or within permissible limits.

Airport Response. The Review Panel was comprised of individuals with relevant experience in
marketing, advertising, and signage and design in ajport sedings. The panelists were impartial and
were screened for any conflict of interest. Airport staff instructed the members of the Review Panel
to review the proposals and to excreise their own independent professional judgment in assigning
scores to each proposal applying the Evaluation Criteria as set forth in the RFP.

Although the pancl was nol unanimous on every point, two of the three panelists scored Clear
Channel the highest overall. P2 scored Clear Channel fower in some arcas but highest in advertising
mediums and revenue potential. There is nothing in P2's scores to indicate anything improper in the
scoring process. Note that California courts give the greatest possible deference to the agency's bid
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evaluation. (See Mike Moore's 24-Hour Towing v. City of San Diego (1996) 45 Cal. App. 4th 1294,
1305-1306 (1996)). A review is limited to an inquiry into whether the decision was arbitrary,
capricious or entirely Jacking in evidentiary support. (See Citizens for Improved Sorvento Access,
Inc. v. City of San Diego 118 Cal. App. 4th 808, 814 (2004)). Contentions that the scorcs are
improper or questionable constitute mere disagreement with the cvaluation, and are insufficient to
establish that the evaluation is unreasonable, arbitrary, or capricious. (See Cube Corp. v. United
Stares 46 Fed. Cl. 368, 3806 (2000)).

There is no evidence to support a finding that P2 Scorer's cvaluation was avbitrary, capricious, or
lacking in support.

4, Clear Channel’s MAG Offer is Commercially Unreasonable and Coustitutes a
Financially Irresponsible and Husory Proposal.

Airport Response. Under the RFP terms, each proposer determines the achicvable gross sales and
submits a MAG offer. The Airport accepts Clear Channel's commimment to (ulfill its MAG ofTer of
Ten Million Dollars. The Airport has no reason to believe that Clear Channel's proposed MAG is
anything other than commercially reasonable. Through the enforcement of the Lease, the Airport -
will hold Clear Channel accountable to meet its MAG obligation, as the Airport does for atf of its
concession lenants,

Since this particular claim suggests that Clear Channel is financially unable to meet its MAG offer,
the Airport invited Clear Channel to comment on this discrete issue. Please see the attached letters.
Given the financial information and representations contained in Clear Channel's proposal, as
highlighted in Clear Channel's response to JCDecaux's protest, the Airport is satistied that Clear
Channel is ready, willing, and able to meet its MAG obligations as proposed.

* * * ® %

For the reasons addressed above, the Airport confirms that JCDecaux's protest of the RFP is
- without merit and therefare denied: We understand that the Airport Director intends to recommend
to the Airport Commission award of the Lease to Clear Channel at its next regularly scheduled
meeting of Tuesday, October 30, 2012,

Sincerely, w
David Serrano Sewell ‘
Deputy City Attorney

Enclosurcs

ce: Johw L. Martin. Airport Directar
- Sheryl Bregman, Airport General Counse]
Leo Fermin, Deputy Airport Director
Cheryl Nashir, Assistant Deputy Direcior
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Direct Dial [650) 821.5075
Email: david.serana-sewellid@sigov.org

October 22, 2012

Michael Q’Brien

Opcrations Counsel

Clear Channel Qutdoor — Amecricas
2325 E Camelback Road, Suitc 400
Phoenix. AZ 85016 '

Re:  Response by Clear Channel Outdoor, Inc. to Issue Raised in Protest Letter filed by
3CDecaux

Dear Mr. O'Brien:

We understand that Clear Channcl Outdoor, Inc.. doing business as Clear Channel
Airports (Clear Channel), is in receipt of the protest letter filed by JCDecaux (JCD) of the
proposed lease award to Clear Chaune] by the San Francisco International Airport (Airport)
under that certain Request for Proposals (RFP) for the Airport Advertising Lcase (Lease). An
additional copy is enclosed for your reicrence.

The JCD protest letrer outlines four reasons in its requests that the Airport set aside the
proposed award to Clear Channel in favor of ICD, including: “4, Clear Channel's MAG offer 1s
Commercially Unreasonable and Constitutes a Financially Irresponsible and NNlusory Proposal.”

: We invite Clear Channel to respond to JCD's protest, specifically with reference to item
number four. The response is due by the close of business on Tuesday, October 23, 2012.
Kindly addrcss your comments to the undersigned. '

Finally, please note that this letter constitutes neither notice of award nor intent to award
the Lease. The Lease is subject Lo the upproval of the Airport Commission and the Board of
Supervisors for the City and County of San Francisco. cach acting in their sole and absolute
discretion. , :

Very truly yours,

DENNIS J. HERRERA
City Attorney

N\ Dt gndd
David Serrano Sewell
Deputy City Attorncy

SAN FRANCISCO INTERNATICNAL AIRPORT + [NTERMANOHAL TERMINAL, NO. SHOULDER BLDG., 5™ FLOOR
P.0. By 8097« $an Framcisco, CaLFORa 94128
Recesnon: [650) 821-3083 - FacsuaLe: (650) 821-5084
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QOctober 23, 2012

David Serrana Sewell

Deputy City Attorney

San Francisco City Attorney’s Oflice
San Francisco 1nternational Airport
International Terminal, 5™ Floor
P.Q. Box 8097 )

San Francisco, CA 94128

RE: Response o JCDecaux Protest Letter dated October 17, 2012

‘Dear David,

Per your request in your letter dated October 22, 2012, Clear Channel Outdoor, [ne., dfbfa Clear
Channel Alrports (“Clear Channel™) is writing this letter in vesponse ta the Letter from JCDecaux North
America, Inc. (“JCD™), dated as of October 17, 2012, Re: Protest to Proposed Contract Award to Clear
Channel Airports (the “JCL Protest Letter™), '

" In particular, we would like to address point #4 of the JCD Protest Letter, which states that “Clear
Channel's Minimum Annual Guarantee (MAG) offer is commercially unreasonable and should be
rejected as a financially irresponsible offer. For all of the reasons stated below, Clear Channel
disagrees with this point, and leels that the award of the Airport Advertising, Lease (the “Lease™). was in
fact commerctally reasonable. f

First, in order (o respond to any request for proposals which could potentially result in a contract
similar in size and scope 1o the Lease, Clear Channel undertakes a rigorous evaluation process,
including financial. legal and operational review. As part of the substantial and detailed financial
review, each such confract must meet minimum internal vate of return thresholds which have been set
by Clear Channel’s executive leadership team and board of directors. This internal rate of return
requirement applics to any new opportunity the company explotes; if a contract does not meet this
requirement, Clear Channel will not respond. n the case of the Lease, Clear Channel’s internal rate of
return requirements were met when factoring in all aspects of Clear Channel’s bid, including the MAG.
Additionally, for a contract which would-obligate Clear Channel for 525 million or more in guaranteed
expenditure, as the Lease will, Clear Channel muist obtain board of director approval. Clear Channel
thus was required to, and didl, obtain the requisite board approval for the Lease. ‘This comprehensive
financial analysis by an industry-leading and experienced operator negates any argument that Clear
‘Channel's MAG offer was commercially unreasonable or {inancially irresponsible. Of course, Clear
Channel also complicd with all financial requirements of the RFP, including providing financiul
statements showing the ability w meet MAG abligations, as well as posting the required bond to secure
all such obligations.

rhcencnonnol # et
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Second. JCD points to other cxamples where Clear Channel has outbid them, namely in the cities of
San Jose and Scattle. In regards to the Lease at hand, these other city contraets are, quite frankly,
irrelevant. With that said, it should be noted that Clear Channel has not defaulted on cither of the
aforementioned contracts. Morcaver. throughout its long and successtul lenure as the adverlising
concessionaire at SFO Airport, Clear Channel has never defaulted on any of its payment ohligations, It
should also be noted that, contrary to JCI’s position in the JCD Protest Letier regarding “loss leader™
contracts, Clear Channel has no intention of losing any mwoney on the Lease. On the contrary, any
forecast of u logs on the transaction would have precided Clear Channel from responding to the RFP
based on its own internal financial criteria and baard approval requirements.

Third, Clear Chamnel’s MAG for the Lease was based on, among other things, forward-looking revenue
assumptions and new products. As an experienced advertising concessionatre at SFO Airport and in
other large airports across the country, Clear Chammel is in the besl position to determine what it teels
would be a reasonable estimate of its future revenue for an advertising program. '

Finally, as the Jargest operator ol airport advertising concessions in the United States, Clear Channel
cvaluates opportunities such as the one presented by the Lease both indjvidually and in the conlext of
ils entire business portfolio. As reflected in its bid, Clear Channel attributes great value not only to
SFO Airport on its own, but also to having SFO Airport as a part of its overall advertising progran.
SFO Airport is a key strategic market in Clear Channel's stable of airport adveriising locations, and an
important part of its pitch lo advertising clients seeking national presenee in major hubs actoss the
country. Thus, Clear Channel is more than willing (and able) to pay a premium amount Lo retain the
concession at SFO Airport, which it considers one of the premium airports in the country.

In conclusion, the nssertions set forih in the JCD Protest Letter are unsupported. The MAG Amount
was allocated 50% of the total points available in the scoring eriteria; Clear Channel responded
accordingly and tagk into consideration the weight attributed o this aspect of ils response, As
detailed above, Clear Channel's bid [or the 1,case was both commercially reasonable and financially
responsible. JCI's Protest Letier should be disregarded, and the award of the Lease to Clear
Channel should stand. I you have any further questions regarding this matter, please do not hesitate
to contact mic at the above-listed contact information. Thank you. .

Sincerely,

—_—— e -
Sara l.ce Keller

Executive Vice President & General
Counsel ‘

ce: -Leo Fenmin
‘Toby Sturek

cleeaic e b8 S THE
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City AND COUNTY OF SAN FRANCISCO - OFFICE OF THE CITY ATTORNEY

DENNIS J. HERRERA . ‘ DAVID SERRANO SEWELL
City Attorney : _ Deputy City Attorney
Direct Dial: (650} 821-5075
Email: david.serano-sewell@sfgov.org

o October 29, 2012
By Facsimile to (415) 766-4510 and Email: mara@rosaleslawpartners.com

Mara E. Rosales, Esq.

Rosales Law Partners LLP

433 California Street, Suite 630
San Francisco, California 94104

Subject: JCDecaux North America, Inc. ("JCDecauk") Protest of the Proposed Award of
that certain Request for Proposals ("RFP") for the Advertising Lease ("Lease” to
Clear Channel Outdoor, Inc., dba Clear Channel Airports ("Clear Channel")

Dear Mara:

[ am in receipt of your letter dated October 26, 2012 in which, on JCDecaux's behalf, you
reply to the letter dated October 24, 2012 from this office rejecting JCDecaux's protest of the
proposed award of the Lease to Clear Channel. We have reviewed the two assertions raised in your
letter and found no reason to change our earlier conclusion that the Airport's selection process was
fair and proper.

First, as to the assignment of points for the Minimum Annual Guarantee ("MAG"), the
Airport disagrees with your characterization that there was a misapplication of the RFP evaluation
criteria. As described in our letter of October 24, 2012, the Airport used a simple mathematical
formula to assign points to each proposal proportionate to the maximum points available, with the
highest offer receiving the maximum number of points. The Airport uses this standard methodology
for its concession lease competitions of this type, as do other airports around the country. Second, as
to the amount of Clear Channel's MAG offer, the Airport disagrees with your conclusion that the
offer is commercially unreasonable. The Airport is confident that Clear Channel will uphold its
MAG offer. Suggestions that Clear Channel sought renegotiation of its leases in Oakland or San Jose
is of no relevance to the Lease for SFO. The Airport Review Panel carefully reviewed the financial
information required for submission and scored the proposals in conformance with the evaluation
criteria in the RFP, :

The Airport Commission will consider award of the Lease at its meeting scheduled for
tomorrow, Tuesday, October 30, 2012.

Sincerely,
DENNIS J. HERRERA

City Attorney w

David Serrano Sewell
Deputy City Attorney

SAN FRANCISCO INTERNATIONAL AIRPORT - INTERNATIONAL TERMINAL, NO. SHOULDER BLDG., 5™ FLOOR
P.O.BOx 8097 - SAN FRANCISCO, CALFORNIA 94128 '
RECEPTION: {650) 821-5083 - FACSIMILE: (650) 821-5086
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cc:- John L. Martin, Airport Director
Sheryl Bregman, Airport General Counsel
Leo Fermin, Deputy Airport Director
Cheryl Nashir, Assistant Deputy Airport Director



Quadra & Coll, LLP
649 Mission Street * Fifth Floor - San Francisco - California - 94105
Tel: 415.426.3502 Fax: 415.625.9936

Whriter's direct 2-mail:
fquadra@quadracofl.com

December 21, 2012

Hon. Dennis Herrera

City Attorney San Francisco
City Hall Room 234

1 Dr. Carlion B. Goodlet Place
San Francisco, CA 94102

Re: J'CDécaux North America—Resolution of Protest to SFO Advertising Lease Award
Dear Dennis:

On behalf of Bernard Parisot and Stacey Kodak of JCDecaux North America
(“JCDecaux”), I thank you for the meeting in your office on December 18, 2012. As T indicated,
we are seeking an amicable and fair resolution of our stated cOncerns regarding the Airport
Commission’s award of the SFO Advertising Lease (“Advertising Lease™) to Clear Channel
Airports (“Clear Channel”). Based on the letter from Leo Fermin, SFO Deputy Director for
Business and Finance, dated November 1, 2012, we understand SFO's position to be that the
Board of Supervisors (“the Board”) is the final awarding authority with respect to the
Advertising Lease under City Charter Section 9.118. Attached is a copy of Mr. Fermin's letter
for you review. We further understand that SFO's position has been ratified your office. As such,
the Board has the discretionary authority to approve, amend or reject the Airport Commission’s
award of the Advertising Lease, and thus to also decide the merits of JCDecaux’s protest to the
award of the Advertising Lease to Clear Channel. Accordingly, we suggest the following
administrative procedure to address our concerns.

At or shortly before the time the Board receives the Clear Channel lease award
recommendation frém the Airport Commission Secretary, JCDecaux will renew its protest to the
award recommendation with the Clerk of the Board. We will request the President of the Board
to first refer the protest to the Rules Committee for adjudication, since that is the Coramittee
which handles legal claims. We expect that the Rules Committee will hold a public hearing on
- the protest and would reach a decision, which would be forwarded to the full Board of
Supervisors for action. After adjudication of our protest by the Board of Supervisors, we expect
the lease award decision to be referred to the Finance Committee by the Board for determination
of next steps. If the protest is sustained, given that the Board is the final awarding authority, the
Finance Committee should hold a public hearing at which time Clear Channel and JCDecaux
would be ableé to present their qualifications and proposals to the City. After the proposers are
interviewed by the Finance Committee, the Committee would select the successful awardee and
forward its recommendation to the full Board of Supervisors for action.
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. The above mechanism is consistent with the Board being the final awarding authority and
allows for a final resolution of the pending dispute within an acceptable time frame given that the
~current lease for this opportunity is due to expire in March, 2013. For your information and
consideration, also included with this letter is a copy of the protest and related documents.

As we discussed at our meeting on December 18th, JCDecaux values its long-standing
and successful business relationship with the City and County of San Francisco. As we
mentioned to you during the meeting, our sole interest is to ensure fairness in the competitive
process for the SFO Adverting Lease, not only for the proposers but for the City as well. We
look forward to your hearing your thoughts on our recommendations.

Regards

Tames A Quadra

cc: Marisa Moret ' .
Bernard Parisot
Stacey Kodak
Chris Moscone
Mara Rosales



San Francisco International Airport

November 1, 2012

(via Facsimile: (415) 766-4510 and Email: mara@rosaleslawpartners.com)

Mara E. Rosales, Esq.

Rosales Law Partners LLP

433 California Street, Suite 630
San Francisco, CA 94104

Subject:  San Francisco International Airport ("Airport”) Response to the Immediate Disclosure Request for
Documents Relating to the Airport Advertising Lease Request for Proposal ("RFP")

Dear Mara:

This letter responds to your letter dated October 31, 2012 seeking disclosure of certain documents
regarding the above referenced RFP (hereinafier referred to as the "Disclosure Request").

The Disclosure Request is styled as an Immediate Disclosure Request under the City’s Sunshine
Ordinance. Bul it seeks a multitude of documents; the totality being extensive and demanding. Under these
circumstances, it is not a “simple, routine or otherwise readily answerable request,” and thus does not qualify
as an Immediate Disclosure Request under the Sunshine Ordinance. See S.F. Admin. Code Section 67.25(a).
Accordingly, the time deadlines governing public records requests under the Public Records Act will apply.
Even so, the Airport will move expeditiously to gather and review responsive records so that we may get non-
exempt records to you as soon as reasonably possible,

As to the first item requested, the "Clear Channel Airports' (Clear Channel) proposal submitted in
response tothe Airport Advertising Lease RFP", the communications between the Airport and the proposers
relating to the RFP and the award of the lease, including Clear Channel's, JCDecaux's, and Titan's proposals
will be made available after the Board of Supervisors awards the lease contract. See Admin. Code Section

67.24(e)(1).

The Airport will make all reasonable efforts to produce those readily available documents sought in
the Disclosure Request on a rolling basis. As responsive documents become available following their review,
my staff will contact your office by email for retrieval. The documents will be made available at the front
desk reception at the Airport's administrative offices on the Fifth Floor, [nternational Terminal.

At this time, given the voluminous nature of the Disclosure Request, it is difficult to estimate the
copying costs. As a professional courtesy, your office may submit payment for the copying costs for the
previous retrieval of documents, please advise if this is acceptable.

Do not hesitate to call if you have any questions.

Sincerely,

Leo Fermin

Deputy Airport Director
Business and Finance

ce: John L. Martin
David Serrano-Sewell
ARIRPDBT COMMISSION CITY AND COUNTY OF SAN FRANCPECD

ELWWIN M, LEE LARRY MAZZOLA LINDA S CRAYTON ELEANOR HIHNS RICHARE Y GUGGENHIASE PTTER AL STERN JOHN L MARTIN
MAYOR PRESIDENT VICE BRESIDENT AIRPORT DIRECTOR

Past Office Box B097  San Francisco, California 94128 Tel 630.871.5000 Fax 650.821.5005 www flysfo.com



PROCEDURAL TIMELINE

April 2012

May 10, 2012

May 23, 2012
July 17, 2012

July 27, 2012

September5, 2012

October 11, 2012

October 17, 2012

October 18, 2012

October 24, 2012

SFO AIRPORT ADVERTISING LEASE RFP

Airport Advertising Lease RFP distributed. Evaluation Criteria states that 50 points
will be awarded for meeting the $7.5 million Minimum Acceptable Offer (MAO).

Informal (non-mandatory) Conference to inform interested parties about the
competitive selection process for the RFP. SFO asserts that the presentation
included an oral modification regarding the MAO scoring methodology to be used.
SFO's characterization of the modification as an "explanation” is inconsistent with
the express language of the written RFP. Attendees do not recall SFO discussing the
change.

Deadline for submission of written questions or requests for clarification.
Airport Commission approves amended RFP, including lowered MAO.

Addendum No. 2 approved on 7/17 (including a reduction in advertising locations
and a reduction of the MAO to $7 million) and compilation of questions and
answers circulated to potential respondents. Addendum did not include the verbal
modification of the RFP allegedly given at the 5/10 informal Conference regarding
the Minimum Annual Guarantee (MAG) scoring methodology.

Deadline for the submission of proposals.

- SFO announces that an evaluation panel has determined that Clear Channel Airports

is the highest ranking, responsible, and responsive proposer and is the apparent
successful proposer on the Advertising Lease RFP.

JCDecaux submits a bid protest to SFO on the following grounds: (1) proposals have
not been scored in a manner consistent with the Evaluation Criteria specified in the
RFP; (2) there is a mathematical error in the addition of JCDecaux’s bid; {3} the
scores awarded by JCDecaux by scorer P2 are impermissibly irrational; and (4) Clear
Channel’s MAG offer is commercially unreasonable and should be rejected as a
financially irresponsible offer.

Deadline to submit a bid protest.

City Attorney denies JCDecaux’s bid protest for the following reasons: (1) despite
the fact that the RFP does not mention a sliding scale methodology, the City
Attorney asserts that the RFP clearly states the process by which proposals are to be
evaluated, the methodology is standard practice, and the methodology was
discussed at the Informal Conference; (2) SFO’s compilation of the scores is correct
and the difference asserted by JCDecaux amounted to a difference in rounding '
methods; (3) Scorer P2’s evaluation was not arbitrary, capricious, or lacking in
support; and (4) notwithstanding SFO public records suggesting concern that the $7
MAO was too high, the City Attorney states that SFO has no reason to believe that
Clear Channel’s proposed MAG is anything other than commercially reasonable.



PROCEDURAL TIMELINE

October 26, 2012

October 29, 2012

October 26, 2012
October 30, 2012

November 1, 2012

December 18, 2012

December 21, 2012

January 18, 2013

SFO AIRPORT ADVERTISING LEASE RFP

: Furthei'more, the City Attorney provides Clear Channel with notice of the JCDecaux

bid protest and allows Clear Channel the opportunity to respond.

Rosales Law Partners (RLP) reply to denial of protest. RLP refutes the City
Attorney’s contention that the sliding scale application of the MAG methodology
was explained orally at the non-mandatory Informal Conference because by the
terms of the RFP itself and California case law, oral representations or modifications
do not suffice to change the instructions in an RFP. RLP also stresses that the MAG
offer by Clear Channel is commercially unreasonable. Clear Channel has a
demonstrated business practice of overbidding MAG offers at sister airports and not
performing. The only reason that Clear Channel is not in default is that it has
managed to successfully negotiate contract amendments with other Bay Area
airports. RLP emphasizes that these facts warrant a deeper inquiry by SFO into the
San Jose, Oakland, and Sea-Tac Airport contracts with Clear Channel.

The City Attorney’s Office, through DCA David Serrano Sewell, responds to RLP’s
10/26 letter regarding the rejection of JCDecaux’s bid protest. The City Attorney
disagrees with JCDecaux's argument that the RFP evaluation criterion was
misapplied, but does not address the prohibition against oral amendments of an
REP. The City Attorney also states that SFO believes that Clear Channel's MAG offer
is commercially reasonable and is confident that Clear Channel will uphold its MAG
offer. The City Attorney ignores JCDecaux’s concerns that Clear Channel has a
practice of overbidding MAG offers and instead says that suggestions that Clear
Channel sought renegotiation of its leases are irrelevant to the Airport Advertising
Lease for SFO. :

JCDecaux renews protest to award of lease to Clear Channel to Airport Commission.
Airport Commission approves award of Airport Advertising Lease to Clear Channel.

In response to a Sunshine Ordinance request by RLP, Leo Fermin, SFO Deputy
Director for Business, stated that certain requested documents “will be made
available after the Board of Supervisors awards the lease contract.”

JCDecaux meets with City Attorney Dennis Herrera.

Correspondence from James Quadra on behalf of JCDecaux to City Attorney Dennis
Herrera suggesting a course of action for the Board of Supervisors and emphasizing
that JCDecaux’s sole interest is to ensure fairness in the competitive process.

The City Attorney’s Office, through DCA Jon Givner, responds to James Quadra’s
12/21 letter. Mr. Givner stated that the City Attorney’s Office “will be advising the
Board of Supervisors regarding the legal options when the resolution approving the
contract is introduced.” '



PROCEDURAL TIMELINE

SFO AIRPORT ADVERTISING LEASE RFP

February 6, 2013 Airport Commission forwards proposed resolution regarding its award of lease to
(approximately) Clear Channel to Board of Supervisors for action.



Clear Channel’s Histdry of Contract Modification at SFO

April 20, 2001

Clear Channel (through a predecessor company), the sole-competitor for the Airport
Advertising Program RFP, entered into a Lease Agreement with SFO. This Agreement
called for a 5-year term and three, 1-year options at SFO’s option.

February 19, 2002

To address the decline in airport travel due to September 11, 2011, the Airport
Commission approved the Airport Concession Support'Program which (1) suspended
the MAG until monthly enplanements equaled or exceeded 85% of the
enplanements for the same month in 2000 for two consecutive months and (2)
granted, at the tenant’s discretion, an extension of the lease term for one ~year
period. Airport staff and Clear Channel subsequently engaged in further lease
modification discussions. The Board of Supervisors approved the Airport Concession
Support Program retroactive to September 11, 2011 and the lease modifications
negotiated by Clear Channel on August 12, 2002. .

March 5, 2002

Airport Commission approvéd additional advertising locations in the baggage claim
level and reinstatement of the MAG effective April 1, 2002.

April 2, 2002

Airport Commission approved an amended MAG Increase Schedule and amended
the MAG adjustment schedule that governed the MAG recalculation for each year
(instead of using the Consumer Price Index, the MAG was now recalculated each
year based on the greater of 85% of previous year's rent or the amount in the
amended MAG Increase Schedule).

July 30, 2003

Letter Agreement between SFO and Clear Channel for additional advertising

locations and increase to the MAG.

October 4, 2005

Letter Agreement between SFO and Clear Channel for additional advertising
locations and increase to the MAG.

2007-2010

The parties negotiated an amendment that would have (1) approved additional
advertising locations; (2) authorized half of the rent collected from some of these
locations to be shared with the appropriate airline or SFOTEC; and (3) exercised all
three, 1-year options for a new expiration date of March 31, 2014. The Airport
Commission approved this amendment, but on September 22, 2002, SFO staff
requested that the Board of Supervisors Budget & Finance Committee table the
resolution addressing this amendment. Later, SFO informed Clear Channel that
“based on the considerable challenges” that SFO met in obtaining the Board of
Supervisors’ approval, SFO had opted not to pursue this amendment.




CITY AND COUNTY OF SAN FRANCISCO

AIRPORT COMMISSION

Request for Proposals

Distributed Anténna System (“DAS”)
at the San Francisco International Airport
for Cellular and Other Wireless Services
(Contract No. 8348)

RFP Release Date: | May 28,2008

Pre—proposal Conference: June 13, 2008, IO:OO a.m.
Site Visit: June 19, 2008, 9:30 a.m.

Deadline for Submission: July 25, 2008, 5:00 p.m.

AIR-590 (11-07)



IV. Evaluation and Selection Criteria

A. Minimum Qualifications

Any proposal that does not demonstrate that the proposer meets the minimum qualifications by
the deadline for submittal of its response to this RFP will be considered non-responsive, will not be
reviewed by the evaluation committee and will not be eligible for award of the contract,

A Proposer may be comprised of any combination as a prime firm, joint venture, and/or
_subcontractors. Qualifications shall be determined based on the combined qualifications of the Proposer’s
team. No one (1) member of the Proposer’s team must be qualified in all areas of expertise. Proposers
must meet the following minimum qualifications to be eligiblé for further consideration in the selection
process;

* Proposers or at least one (1) member of a team or joint venture shall have a minimum of
three (3) completed design, installation, integration and implementation of centralized,
modular, expandable, neutrally-hosted common network DAS in the past five (5) years,
capable of supporting commercial cellular service and other RF-based services, and serving a
minimum of three (3) major national cellular carriers. '

= Proposers or at least one ( 1) member of a team or joint venture shall have a minimum of five
(5) years of experience in operation and management of a centralized, open architecture,
modular, expandable, neutrally-hosted common network DAS in the past ten (10) years,
capable of supporting commercial cellular service and other RF-based services, and serving 4
minimum of three (3) major national cellular carriers.

B. Selection Criteria

Alirport staff will screen the submittals to ensure that the firms identified as qualified to provide
these services meet the minimum qualifications. Submittals that meet the minimum qualification
requirements will be evaluated by an evaluation committee. The Airport intends to evaluate the proposals
generally in accordance with the criteria itemized below. The Airport reserves the right to interview any
number of the proposers with the highest scoring proposals by the committee to make the final selection.

. The descriptions following each evaluation criteria are provided as a guide and are not intended
to be comprehensive,

1. Project Approach (400 points)
a,  Understanding of the project, tasks to be performed and deliverables.

b.  Level of detail and thoroughness in the proposed solution, and level of
responsiveness to'the technical requirements outlined in Appendix C, Section 6.

¢.  Compliance of the proposed DAS with project requirements, responsiveness to the
' proposal requirements regarding DAS Applications outlined in Appendix C,
Section 6.2, and proposer’s ability to provide an open-access, flexible, scalable
system.
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Preliminary design approach and responsiveness to the proposal requirements
regarding system architecture outlined in Appendix C, Sections 6.3 and 6.4,
including but not limited to data collection and analysis, level of detail about
design parameters, floor space requirements, HVAC and power requirements,
cabling and connections, security and access requirements, weight loading and
structural requirements, and aesthetic impact of any system components inside and
outside the airport buildings, and system capacity enhancements and expansion
capability.

Quality, thoroughness and logic of preliminary installation plan, meeting the
requirements outlined in Appendix C, Section 6.5, and merit of the quality
assurance plan for the DAS to ensure reliable and efficient service for users, and
proposed measures to safeguard against degradation or interruption of current
telecommunication applications at the Airport, including cellular service, during
installation and testing of the new DAS.

Preliminary system testing plan.
Extent and duration of warranty for the DAS and all its components, including

equipment, hardware, software, services and all other items necessary or proper for,
or incidental to operating and maintaining the system in accordance with the

performance specifications,

Proposed Operation and Maintenance Plan. .
Work plan and schedule.

Experience, ability and willingness to work collaboratively with a potential non-
cellular prime contractor (see Appendix C, Section 7.1).

Assigned Project Staff (200 points)

a.

Recent experience of staff assigned to the project and a description of the tasks to
be performed by each staff person;

Professional qualifications-and education; and

Workload, staff availability and accessibility.

Experience of Firm and Subconsultants (300 points) '

Expertise of the firm and subconsultants in the fields necessary to complete the
tasks;

Quality of recently completed projects, including adherence to schedules. deadlines -
and budgets; .

Experience with similar projects; and
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d. Results of reference checks.

4. Fee Proposal (100 points)

: SFO’s selection will not be made solely on the basis of the lowest bid, However, the fee
proposals will be considered and points will be awarded as follows: Points will be determined based on’

the lowest applicable fee proposal determined by SFO among proposers meeting the minimum
qualifications, considering the total of all the various amounts submitted in the Pricing Schedul
(Appendix D). A weighed total fee proposal will be determined as follows: The total fee prop:
Phases 1, 2 and 3 will have 30%, 25% and 10% of the total weight, respectively; the total fee.f
O&M services in Years | to 3 will have 25% of the total weight, and the fee proposal for O& M
will have 10% of the total weight. The proposer with the lowest weighed total fee proposal she
the maximum number of points for this evaluation criterion (100 points); the other proposals w
scored dividing the amount of the lowest weighed fee proposal by the welghed fee proposal bei
and multiplying this result by 100 points (total possnblc pomts)

For example, three fee proposals are submitted with the followmg total weighe
$1,000, $1,200 and $1,300. The lowest amount ($1,000) will receive 100 points, the $1,200 pr
receive 83 points (100 points multiplied by $1,000 and divided by $1,200), and the $1,300 prog
receive 77 points (100 points multiplied by $1,000 and divided by $1,300).

5. Optional Oral Interview (250 points)

Following the evaluation of the written proposals, SFO reserves the right to iny.w we,
number of proposers receiving the highest scores to an oral interview. The interview, if conducted, will
consist of standard questions asked of each of the proposers.- For each firm, the inlerview score will be
combined with the scores in the other categories to determine the overall final score. Evaluation criteria

may be based on, but not be limited to, the following:

a, Information provided by the firm about its relevant experience " Relevance of the team
experience as demonstrated by types and complexity of previous work plesented

Evidence of the expertise the team brings to the project.

b. Discussion about approach to implementali'oﬁ: Understanding of the key long-range
and short-range implementation issues that affect the project. Quality of the insight or

conceptualization of the issues relevant to the project.

c. Quality and clarity of the communication presented orally during the interview plus
any additional written and graphic communication used to represent the skills of the
team. Clarity in the organization and exposition of the document and the presentation.

d. Degree to which the technical expertise is complete for the anticipated scope of work.

Evidence presented during the interview that the team is structured for a
comprehensive approach.

e. Discussion about firm's project management abilities. Evidence that previous work
was well managed, within budget and on-time.” Documentation of relevant problems

and how they were resolved.
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San Francisco International Airport

Request For Proposal

Management and Operations of Public and Employee Parking at
San Francisco International Airport

- CITY AND COUNTY OF SAN FRANCISCO
Contract Number 9121 . Edwin M. Lee, Mayor

AIRPORT COMMISSION
Wednesday, October 26, 2011 Hon. Larry Mazzola, President
Pre-Proposal Conference; Hon. Linda S. Crayton, Vice President .

Tuesday, November 8, 2011, 10:00 AM Hon. Eleanor Johns
Hon. Richard J. Guggenhime

Date Issued:

Proposal Deadline:
Tuesday, November 29,2011, 3:00PM - Hon. Peter A, Stern

AIRPORT DIRECTOR
- : . John L Martin




" Ditéct Labor only include that portion of costs Telated to the direct labor salary or - :
wages incurred. ' g :

d) Payroll Additives are the costs incurred by the employer related to payroll costs.
These costs are generally statutory requirements such as payroll taxes and
workers’ compensation insurance; however in some instdnces, other costs such as
general liability insurance may be included. T '

e) The total "Indirect Costs™ comp_'ris'it_ag"»the"_n.ot_-‘to'-'éxc_:'céd_.an_1:oﬁnt are: indirect
labor, fringe bénefits, payroll additives, operating expenses (materials, supplies,
sundries and bonds); and general and administrative expenses. The cost of outside
and contracted services is not to be included in the indirect cost pool for
computing the indirect cost ceiling or the Fee. The cost of contracted services and
services provided by third parties such as Jjanitorial, security, armored car and
equipment maintenance are to be provided in the "Sub-Contracted Services"
section of the Fee proposal form.

f) Hourly rates for all team members must comply with thé Prevailing Rate of Wages
Ordinance No. 3-03 (San Francisco Administrative Code Sec.21C.3, Appendix C).

g) Proposed Management Fee s shown in the Cost Proposal Form as a not-to-exceed
percentage of the Total Fee Base is the sum of Direct Labor costs plus the Total
Indirect Costs. A Management Fee needs to be proposed for each year of the five
(5) year term. T ’ ' -

h) A Guaranteed Maximum Price (GMP) cohsisting of tot_él reimbursable costs for the
~ Base Contract Year, including the proposed Management Fee. Annual adjustments
to the GMP not to exceed a cap of 3% per year for each subsequent contract year.

1V. EVALUATION AND SELECTION CRITERIA
‘A. Minimum Qualifications

Any proposal that does not demonstrate that a proposer meets these minimum requirements by the

"deadline for submittal of proposals will be considered non-responsive and will not be reviewed by an
evaluation panel and will not be eligible for award of the contract. These qualifications have been
established based on the size, operational characteristics, and volume of revenue currently generated
at the Airport’s parking facilities. At a minimum, a proposer and/or joint venture partner must meet
the following qualifications:

° A minimum of 5 years verifiable continuous experience, within the last 7 years operating
parking facilities serving an airport that has at least 15,000 spaces that is open 24-hours per
day, 365 days per year and generates at least 2.5 Million exit transactions per year and $60
Million in annual revenue; and '

- * A minimum of 5 years verifiable continuous experience within the last 7 years with a fully
on-line revenue control system. Proposer must have experience generating revenue and
facility operations reports, and operating and performing light maintenance on systems
components, including ticket issuing machines, loop detectors and actuated gates, and cashier
terminals; and
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- A minimiitn of 5 years verifi able continuous cxpcncnce within the Iast'7 years managing S o <
staff of at least 60 full-time employees.

It is mandatory that the individual, partnership, joint venture, corporation, or the officers or
principals thereof, submitting a proposal, either as presently constituted or existing as a result of
some business reorgamzanon or executive affiliation, have the ‘dbove minimum quahﬁcatlons If
such is found not to be the case, any proposal subnutted by-any such individual, partnership, joint
venture, of corporation may. be rejected. In the case of a: proposal submitted by a partnership or ot
jomt venture, at least-one (1) of the general partners thereof. or.one of thé constituent members with : g
a minimum of 35% ownershxp share of j _]omt venture must possess said minimuni qualification,

B. Selectlon Criteria

Airport staff will screen the proposals to ensure the Proposers meet the minimum quahﬁcatnon ,
requirements. Proposals that meet the minimumi qualifications will be evaluated by an evaluation [k
committee with expertise in Airport Operations, Parking Managemient or other related activities. i
City intends to evaluate the proposals generally in accordance with the criteria set forth below.
Following the evaluation of the written proposals, the top two proposers receiving the highest
scores will be invited to an oral interview. The interview will consist of standard questions asked
of each of the proposers invited to the interview.

There are 200 maximum p0531ble points for the evaluatlon process;, 150 for the wntten evaluation v E
and 50 for the oral interview. All scoring will be cumulative. ‘ '

In the everit. that the scores of the highest ranked Proposers are w1thm one percentage pomt of each
other, as further described below, the City, at is sole discretion, will request a Best and Fmal Bid of
Management Fees from each to determine the highest ranked proposer.

The descriptions followmg each evaluation criteria are provided as a guide and are not ‘ E
intended to be comprehensxve :

1. Written Proposals 150 Points Maximum -k
Evaluation Criteria . Maximum Points g
Qualifications: ' f ‘ 25 Pomts) )

Recent relevant ﬁrm experience, extent of expertise, and reviéw of proposed local and oﬁ‘~51te
_ management team including, but not limited to, experience with comparablc parkmg
operations and a description of tasks to be performed by each staff person,

Operating Plan: : : " . (25 Points)

The Operating Plan must demonstrate an understanding of the scope of'work and
requirements specific to the Airport’s parking operations; including proposed methods for -
cash handling and auditing. Proposed staffing plans for current and future conditions should
be well reasoned and show a clear understanding of operational requirements. A transition

plan must be included to demonstrate proven expenence in effecting smooth transitions from .
incumbent parking contractor.

t AR
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" ‘Maintenance Plan: R . (15 Points)

The proposed Maintenance Plan will be evaluated based upon its strength, scope and its
probability for continued success in keeping the Airport’s parking facilities well maintained,
clean and welcoming. The plan should incorporate strategies to ensure annual deep cleanings
occur for each public garage and maintenance issues are addressed proactively.

Safety and Se(;u‘rity Plan:’ ‘ AU (iéfl"_bi:nt_s').
The Safety.and Security Plan will bé evaluated based upon is ability to provide a safe and
secure environment for our parking customers. This plan should address how the proposer

will provide safety and security for employee and public_ customers, thcir_.vehiclcs, as well as
the Airport’s parking assets, including parking equipment and facility surveillance.

Customer Service and Marketing Plan: P ¢ K] ?oints)

- The Customer Service and Marketing Plan should include proposed methods for enhancing
level of custonier service, maintaining high employee morale, increasing public parking
facility patronage and net revenues. The plan will be evaluated on how creative and
Innovative. it is as well as how well it responds to the above criteria,

Finahcinl Qualifications: * ‘ (10 Points)

Strength of a proposer’s finances will be based on the financial statcmgrits,v:Nature and
quantity of outstanding litigation against proposer will also be reviewed and evaluated.

RIS

ts):

Fee Proposals will be ranked based on the lowest proposal offered. Fee proposals will be
.evaluated using Net Present Value calculation-of the five-year proposed management fees
and the total cost of the direct, indirect and subconiract services costs for the base year
proposed budget. ‘ : : :

The most favorable Fee Proposal to the;€ity is the lowest Guaranteed Maximum Price
proposed. The lowest Guaranteed Maximum Price will receive the total number of points
assigned to. the Fee Proposal evaluation criteria. The other Fee Proposals will.be scored by
dividing the amount of the lowest Guaranteed Maximum Price by the Guaranteed Maximum
Price of the Fee Proposal being scored and multiplying the result by the maximum number of
points assigried to the Fee evaluation criteria. S ' '

" An example of the scoring of the Fee Proposal would be: if a total of 45 points are assigned
to rate fee proposals responding to an RFP, the Proposer who offers the lowest fee proposal
of $10,000 receives all 45. points. The ncxt:lovlvést proposal that offers $15,000 receives a
score of 30 points'($10,000 divided by'$15,000, multiplied by 45 points) and the next lowest

" proposal that offers $17,500 receives a-score of 26 points ($10,000 divided by $17,500,

multiplied by 45 points).

Pfoposal #1 ' Proposal #2 Proposal #3 _

Total Guaranteed Maximum Price $10,000 $15,000 . $17,500

Total Guaranteed Maximum Price Proposed / Lowest -

Total Guaranteed Maximum Price Proposed 100% o 67% - 3%

| Points Awarded - . FI 30 , 26

T
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2. Oral Interviews ' 50 Points Maximum

The two highest ranked proposers will be invited to participaté in an oral interviéw and ,
presentation of their proposals with the evaluation committee. Oral interviews will count fora
maximum of 50 points. The interview will consist of standard questions that will be asked of
each of the Proposers invited to the oral interview, and any follow-up or clarification questions
from the Evaluation Panel. The Evaluation Panel will evaluate oral interviews in-accordance with
the same criteria for the written proposals: Proposers invited to the interview, along with
members of proposed sitbcontractors and its proposed management team will be required to
appear before the Evaluatlon Panel. Questions from the Evaluation Panel may be directed to
specific member of the Proposer's team. After the mtervww the oral score will be added to the
written score to derive a final score for those highest rankmg Proposers invited to the interview,

3. Best and Final Offer

In the event that the scores of the highest ranked proposers are within one percentage point of
each other’s combined score, the City will request a Best and Final Bid of Management Fees to
determine the highest ranked proposer. For example, if the cumulative average scores of the top
two proposers are the following:

Proposer No.1 185 points:
Proposer No.2 184 points

. Proposer] No.I’s. score is within one _percentage point of Proposer No. 2'siscore (185/1 84) =
0.5%. In this example the City would ifivite the tSp two proposers to subinit a best and final offer
on its Management Fees to determine the highest ranked proposer. The firm with the lowest Net
Present Value of its proposed Best and Fmal ﬁvc-year Management Fee offer would be deemed
the highest ranked proposer.

V. PRE-PROPOSAL CONFERENCE AND CONTRACT AWARD

A.  Pre-Proposal Cohference

Proposers are encouraged to attend a pre-proposal canference at 10:00 8.m., Tuesdax,
November 8, 2011, at Airport Commission Administration Offices, Conference Room 28R, located at the

San Francisco International Airport, International Terminal, 5™ floor of the North Shoulder Building. The
lobby entrance is located to the right of the International Terminal Secunty Checkpomt for the “G”
boarding gates next to the CNBC News store,

This conférence prov1des an opportumty to ask qucstlons and seek clarifications. Any ava new
- information will be provided at that time. If you have further questions regarding the RFP, please contact
the individual designated in Section VI. B. No questions or requests for interpretation will be
accepted after 5:00 p.m. (PST) on November 15, 2011.

Questions raised at the pre-proposal conference may be answered orally. If any substantive new
information is provided in response to questions raised at the pre-proposal conference, it will also be
memorialized in a written addendum to this RFP posted on the City's website
http://mission.sfgov.org/OCABidPublication/. No-questions or requests for mterpretatlon w111 be
'accepted after November 15, 2011.
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ARTICLE 4 - EVALUATION AND SELECTION CRITERIA
4.1 Selection Process

The selection process used by SFMTA generally follows City and FTA
procurement guidelines. All Proposals will be evaluated by a Selection
Committee comprised mainly of SFMTA staff. SFMTA will be the sole judge as
to which Proposal is best and, in ascertaining the best Proposal, will take into
consideration the financial résources, reputation, experience in performing similar
work , as generally described below. :

Step One: The SFMTA will evaluate each written Proposal based on the

be a maximum of 100 points.

The SFMTA will evaluate written criterig listed in Section 4.2.1 F Cost Proposal,
using a 50-point rating system. The lowest price responsive proposal from a
responsible Proposer wiil receive 50 points: every other Price Proposal will be

- scored proportionately based on the percentage by which that Price Proposal
exceeded the price of the lowest-priced Proposal.

The SFMTA will multiply the averaged scores for each firm from evaluation of theb
written Proposal for criteria A through E by 30 percent and add the scores for -

Step Two: The short-listed firms and their sub-proposers will be required to
appear (in no particular order) before the Selection Committee for an oral
interview, presentation of their Proposal and detailed discussion of the elements
of their Proposal, Presentations at the oraj interview must be made by the
Proposer's key team members who will be assigned to perform the Contract,

The key team members should actively participate in the oral presentations to the
Selection Committee. Members of the Selection Committee may direct questions
to specific members of the Proposer's team. The SFMTA may require short-
listed firms to furnish additional information prior to or at the interview.

Using the evaluation criteria in Section 4.2.2 each member of the Selection
Committee will Separately score each firm's ora| interview and presentation (20
point maximum). The SFMTA will total individual the evaluation scores from ajf
Selection Committee members and then divide the total by the number of
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Selection Commiittee members, to obtain an average mterwew evaluation score
for each firm.

Step Three: The SFMTA will multiply the averaged score for each Proposer from
- the evaluation of the written Proposal for criteria A through E (Step 1) by 30
percent, add the score received for criteria F, the Cost Proposal, (Step 1) and
add the averaged score received from the evaluation of the oral interview (Step
2). The result will determine the ranking of the Proposers.

Proposer Score = [average (A +B+ C+D + E) X 0.30] + F + average (G)

The selection of any proposal shall not imply acceptance by the City of all terms
in the proposal, which may be subject to further negotiations and approvals
before the City may be legally bound thereby. Inthe event that the SFMTA
determines that an agreement cannot be reached with the highest-ranked
Proposer, SFMTA may choose to discontinue negotiations with the highest-
ranked Proposer and enter into negotiations with other qualified firms in the order -
of their ranking. SFMTA reserves the right to accept other than the lowest-priced
offer and to reject proposals that are not responsive to this RFP.

- 4,2 . Evaluation Criteria
4.2.1 Written Proposal

The SFMTA will review each written Proposal to ensure that it meets the
minimum qualifications, is otherwise responsive to the RFP, and complies with
City contracting requirements. The Selection Committee will then evaluate alll
responsive Proposals based on the following criteria:

‘A. Proposal (5 points maximum): Responsiveness to all items requested in
the RFP, overall organization and clarity of proposal.

B. Team Orgamzatlon and Qualifications (15 points mammum)
Evaluation of Proposer capabilities, relevant project experience,
knowledge of subway tunnel and transit construction; consulting team's
composition, structure, roles/function; team’s qualifications in providing
OCIP services.

C. Project Organization, Key Personnel and Staffing Ability (20 points
maximum): Evaluation of the Proposer's team organizational and
management structure in managing the sub-proposers, staff, tasks and
quality; ability to provide timely/readily available qualified and adequate
staffing and services to support Project demands. The Evaluation
Committee reserves the right to visit the local offices of the Proposer and
sub-proposers as part of its evaluation.

D. Relevant Experience and References (30 points maximum):
Evaluation of capability, specific relevant experience, qualifications of
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each firm and each sub-proposer, especially the proposed key personnel
for each task, and client references as to past project performance. The
Selection Committee retains the right to independently verify and evaluate
relevant experience and client references, including any sources not
mentioned in the Proposal.

E. Methodology and Approach (30 points maximum): Evaluation of
Proposer’s understanding of the services for each task; effectiveness of its
plan, program and method of execution; understanding of special issues,
risks, problems and constraints, and approach towards mltlgatlng and
resolving them.

F. Cost Proposal (50 points maximum): The lowest price responsive
proposal from a responsible Proposer will receive 50 points; every other
Price Proposal will be scored proportionately based on the percentage by
which that Price Proposal exceeded the pnce of the lowest-priced
Proposal.

4.2.2 Oral Interview/Presentation

The SFMTA Selection Committee will conduct oral interviews at the Bay Area
office of each short-listed Proposer. Prior to the interviews, SFMTA will notify the
short-listed candidates in writing as to the time and length of the interview, the
general format of the interview.

G. Oral Interview/Presentation (20 points maximum): In general, the oral
interview will consider the Proposer’s overall presentation, communication
skills and ability to explain and answer guestions from the Selection
Committee regarding the Proposer’s written Proposal. The Selection
Committee will score the Oral Interview/Presentation based on the quality
of responses provided and the quality of the team attending and
presenting at the interview, including their expertise, communication skills,
knowledge of the Proposal and Program, and the overall quality of their
presentation.
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SFO’s request for proposals regarding the advertising lease states that:

The Airport Commission is desirous of maximizing participation by local

owners and in featuring local concepts.

Despite SFO’s stated interest in local involvement and its public mission to
serve airport users, the relatively small number of advertising locations at
SFO and the high cost of these locations makes it virtua/ly impossible for
local businesses to advertise at SFO or for small local businesses to

participate in the advertising contract.

FastCityGuide offers a vehicle that would finally allow local businesses an '
opportunity to advertise to the millions of travelers that use SFO and for a
small local business such as RBP to participate in the SFO advertising

contract.

FastCityGuide would provide valuable information to travelers about San

Francisco and the surrounding areas (eg. hotels, restaurants, shopping,

events, transportation, tourism, maps, etc.) while allowing local businesses
* to advertise on “virtual” walls that would be limited only by the imagination

of the advertisers.

Travelers would be invited to use FastCityGuidé while at SFO but would be
_ able to take the information with them on their mobile devices after they
leave SFO.

The ability for local advertisers to access SFO through innovative technology

would satisfy SFO’s local flavor goals while adding a new revenue source.

R T e e Y B e e g

JCDecaux DBE/Local Business Proposal : Introduction



Proposer must propose a
MAG for the first Lease

Year which is equal to or
greater than the
Minimum Acceptable
Financial Offer of $7

$8.5 Million

Million.

Certified Airport
Concession
Disadvantaged Business
Enterprise (ACDBE)
participation (including
Disadvantaged Business
Partners (DBE)

e Davis & Associates, a full-service communication
agency who would be responsible for Local and
Regional Sales.

e Rosales Business Partners (RBP), a local Small
Business Enterprise that specializes in innovative

" public-private business partnerships using creative
technology. RBP with JCDecaux will launch
FastCityGuide (see below).

Vs

Airport Concession
Program that maximizes
participation by local
owners and in featuring
local concepts.

Local Owners

In addition to San Francisco based Davis & Associates

and RBP listed above, JCDecaux other local partners

include:

e |W Group, a marketing and communication firm
that specializes in reaching the Asian-American
community who would be responsible for Local and
Regional Sales.

Local Concepts
The proposal includes several optional programs

aimed at improving the passenger’s experience while

promoting San Francisco and the Bay Area at SFO:

e Partnership with San Francisco Travel to feature
promotional materials at the Airport as well as in
30 major U.S., European, Asian and South
American cities. Together JCDecaux and San
Francisco Travel will develop 2 Community
Outreach Program that will inform, educate and
entertain visitors and will be incorporated into the
advertising program by using unsold inventory to
post promotional campaigns and by incorporating
a dedicated link on its Interactive Visitor’s Centers
and Interactive Directories. Through San Francisco
Travel, JCDecaux will also donate advertising
space for two promotional campaigns for the City

JCDecaux DBE/Local Business Proposal



of San Francisco which will run domestically and
internationally.

A partnership with GateGuru, the leader in

smartphone applications for airport travelers that
will synchronize the information provided on the
application with that made available on the
interactive Passenger Information Kiosks.
Through this mobile application, passengers will
be able to view real-time flight status information,
view an itinerary, refer to airport maps, and see a
structured list of airport foods, shops and services.
FastCityGuide San Francisco, a powerful
promotional tool for the City of San Francisco, its
community, business and economy. FastCityGuide
to develop a new smart phone mobile website
application that will serve local residents and
visitors alike by providing them with access to all
the information they need to make the most out
of their stay or life in San Francisco and the Bay
Area. FastCityGuide SF will, in effect, take over
where GateGuru left them, starting with
transportation options from the airport all the
way to hotels, restaurants, entertainment,
sightseeing and community events. The
information provided by FastCityGuide will also be
synchronized with Interactive Visitor’s Centers
and Interactive Directories, allowing for a
seamless transition and ensuring that it remains
current. FastCityGuide can be a powerful
promotional tool for the City of San Francisco, its
community, businesses and economy. In order to
help its adoption rate and boost its positive
impact, JC Decaux would promote FastCityGuide
at the Airport using unsoid inventory and the
Interactive Visitor's Kiosk.

The information presented will be from the
perspective of a local/native San Franciscan and
will showcase the entire City, not only the areas
traditionally promoted to tourists. _
An entertainment hub centered on the AerStream
radio platform developed and operated by
AerStream Media. In-terminal radio can be a new
and exciting source of incremental revenue for
San Francisco International Airport. While
capitalizing on the average estimated 120 minutes
of dwell time at O’Hare and 90 minutes at
Midway, AERSTREAMRADIO is the perfect
response to passengers’ admitted need for a little
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time to relax and decompress post-security or
between flights. And because it is ‘commercial
radio’ supported with advertising dollars from
local, regional and national brands, the City of San
Francisco wins in a number of ways — content
travelers spend more at retail and food and
beverage concessions, and the City shares in the
dollars generated by advertising placed on the
radio channel. Consequently, AerStream can
deliver goodwill, image enhancements and hard
dollars to the City.

AerStream will come to life through two platforms
at San Francisco International Airport:

Terminal Radio - Using a mix of music genres that
appeal to diverse audiences, AerStream will
provide closed-circuit audio programming for the
listening enjoyment of air travelers throughout
the airports’ footprints — concourses, hallways,
gates, lounges and baggage claim. Programmed
for active listening, the station will offer fifty
minutes of music, eight minutes of commercial
messaging and two minutes of airport, TSA and
San Francisco tourism announcements. This..
airport platform is also called ‘community’ radio.

~ Web-based Radio - Through the AerStream URL or

app, passengers will also have the opportunity to
personalize their listening pleasure by creating
their own playlists with over 400 (channels of
diverse music to choose from including: jazz, rock,
easy listening, reggae, R&B, country, Broadway
show hits, classical and many more. Listeners will
also enjoy the added features of a San Francisco
Scenes feature which promotes the City, its many
attractions and its musical talent. Phase Two of
the online programming will include several
custom-produced channels that feature children’s .
entertainment, self-improvement, finance, movie
critiques, news and sports. Passengers will be able
to enjoy the streaming entertainment using
personal computers, mobile phones or other
wireless devices with internet access. Both
versions of AerStream will reflect a strong “sense
of place”. It is important that the online and off-
line stations mirror the vibrancy of the City and its
rich heritage in music. Drawing from the plethora

JCDecaux DBE/Local Bﬁsiness Proposal




of talent hailing from or associated with San
“Francisco (i.e. Tony Bennett, Jerry Garcia, Gary
Holt, Metallica, Jefferson Airplane, Courtney Love,
Carlos Santana, etc.), the stations will feature San
Francisco-specific playlists i.e. every fourth song), -
use popular San Francisco artists for
announcements and music lead-ins, and feature
special interviews.

Local contractors and.
labor for SFO based work
under Lease

JCDecaux will hire additional staff for its local
workforce to perform the maintenance at SFO. JC
Decaux maintenance technicians are part of
Teamsters Local 856.

JC Decaux will use local subcontractors for the
implementation of the program at SFO, from
engineering to electrical and general contractors.
Whenever possible, JC Decaux hires local DBE, SBE,
LBE, MWE or WBEs to do the work.

JCDecaux DBE/Local Business Proposal
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| Rosares Law PARTNERS LLP

February 7, 2013

SUBJECT: Summary of Clear Channel Practices at San Jose International, Oakland
- International, San Francisco International, and City of Los Angeles

SAN JOSE

Clear Channel submitted a proposal to the Airport’s Advertising Concession RFP that included a
MAG that was $2 million more than the closest competitor. Clear Channel was awarded the
contract and on July 19, 2007, the parties entered into a Lease and Concession Agreement for
Advertising and Promotions. ' :

On January 11, 2008, shortly before MAG payments were scheduled to begin, Clear Channel
began to request MAG relief, arguing that their inventory was not completely installed because
of delays in receiving final design approval and notice-to-proceed. The Airport denied this
request. In November 2008, Clear Channel verbally requested to restructure the MAG. The
‘Airport denied the request. In December 2008, Clear Channel made another request for MAG
relief because of the “current economic crisis” and proposed that they receive a $1 million MAG
reduction in 2009 and repay this amount in two $500,000 installments in 2010 and 2011. The
Airport rejected this proposal and reminded Clear Channel that the Agreement does provide for
MAG abatement in specific circumstances which had not occwrred.  In June 2009, Clear
Channel continued to request MAG abatement, stating the economic climate and advertising
market constituted a force majeure event under the Agreement; its ability to generate advertising
revenue was compromised by construction at the Airport; and the City had delayed approvals.
The Airport rejected this request.! In March 2011, Clear Channel offered to make a pre-payment
of the MAG of $9 million and pay 60% of the gross revenues in exchange for a three-year
extension of the contract. The Airport rejected this offer and Clear Channel countered by
offering a $10 million pre-payment and 65% of gross revenues. .In July 2011, Clear Channel
argued that they were entitled to a MAG reduction because a food and beverage concessionaire
had received a MAG reduction. The Airport rejected this argument because the factors that led to

! In this letter, Clear Channel also requested the removal of one location (Airport Monument Sign) and the Airport
_ responded that it was willing to negotiate the removal of this advertising space and a corresponding MAG reduction.
The parties negotiated in writing from October 2009 to January 2010.

{33 Califoruia Strect, Suite 630 o San Francisco, 61 $1101 « (1£3) 986- 1760 (]I'fiue o (4150 766- 1310 F

www.rosaleslawpartners.com
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the concessionaire reduction do not apply to Clear Channel. In October 2011, Clea