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FILE NO. 130072 RESOLUTION NO.

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

Resolution approving the Airport Advertising Lease between Clear Channel Outdoor,
|hc., dba Clear Channel Airports, acting by and through its Airport Commission, for an

eight year term with a minimum annual guarantee of $1 0,000,000. ‘

WHEREAS, The Airport Commission has requested proposals for the Airport
Advertising Lease; and

WHEREAS, Clear Channel Outdoor, Inc. dba Clear Channel Airports was the highest,
most responsive and responsible proposer; and, '

WHEREAS, The Airport Commission approved Resolution No. 12-0231, adopted
October 30, 2012, awarding 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
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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
» 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 a Minimum Annual Guarantee (MAG) of $10,000,000.

Key Points

e (lear 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 Tocafions in the Airport. Om September-5;-2012the-Adrport received three proposals

from (a) JC Decaux N.A., Inc., (b) Titan Outdoor, LLC and (c) Clear Channel Outdoor, Inc. An
evaluation panel detenmned 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.

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: 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.

* 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.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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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 higher potential 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 anticipated 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
advertise 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 Axrport’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 locations 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 w1th Clear Channel from April 1 2013 on a month-to-month basis,

agreement included three one-year opt1ons to cxtend the lease at the discretion of the Airport
Commmission, 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 (c) Clear Channel Outdoor, Inc. Both JC Decaux N.A., Inc. and Titan
Outdoor, LLC proposed MAGs of $8,500,000 and Clear Channel QOutdoor, 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,
reviewed the proposals and determined that Clear Channel was the highest ranklng 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 Airport.

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 mid-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 various types of media
advertising, including digital displays, dioramas, column facades, wall wraps and other type of
advertising displays. All advertising content must be in compliance 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.
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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, Bureau 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 to 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 advertisirng 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
Lease 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 No MAG® 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
TLease 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,,000,0()07 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

* 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.

7 Projected 2012-2013 gross revenues based on actuals received to date.
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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.

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 provision.

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

SAN FRANCISCO BOARD OF SUPERVISORS 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 (MAGQG) are included in (a) other City advertising agreements and (b) other U. S.
airports’ advertising agreements.

Other City Advertising Agreements

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).

¢ The SFMTA has three advertising agreements: (a) on transit shelters with Clear Channel,
(b) on SEMTA 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 maintaining
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.
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Other U.S., Airports

Based on the Budget and Legislative Analyst’s survey of 28 U. S. airports, the results of which
are shown in Attachment III to this report, all 28 airports® 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 requiring only a MAG, as is being proposed by
San Francisco’s Airport.

As shown in Attachment I 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 (SIC)
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 (JFK)

Orlando (MCO)

San Diego (SAN)

Washington National & Dulles (DCA & IAD)

8 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 III, based on the reported 2012 revenues received 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 comparison 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, whichever is higher’.

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, ati such agreements-require-that revenuesbe
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
-Jocally 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, which were therefore higher 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.

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

Disapprove the proposed resolution.
SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Attachment I

I ATRPORT ADVERTISING STANDARDS . I

The following is the Airport Advertising Standards Policy, approved by the Alrport Commission on
Juite 6;'2000. Tenant must abide by the Airport Advertising Standards Policy, as amended from time to

time.

1. Three weeks prior fo 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 advertissment 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 limifed to thase advertissments which proposea
" ¢oififiiercial tranisaction, "(“Cotimercial Transaction” does not inciude 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 resentment 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 cbntain

statements or words of an obscene, indecent or immoral character, or any picture or
illustration of the human figure in such defail 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

"LEASE: Airport Advertising Lease
TENANT: Clear Channel Outdoor, Inc. dba Clear Channel Airports
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Lo Attachment II '—“‘q
) Page 1 of 2
San Francisco International Airport

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

Dear Mr. Rose:

The Alrport made the business and. policy dec1s1on to pursue a MAG-only rent str uctule under
the RFP forthe Advertising Liease in order to achieve the hlghest possible MAG. The 1ollowmg
explains why we took this.approach:

-o---San-Franeisto is-a-high-value market-which-commands lughex revenue for-nation- -
wide confracts. However, advertisers allocate reverue. 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
cainpaigiv ini order to get advertising at-8FO, riot-ai'the smaller aifports.

o Because.of SFO’s hlgh-valut__. ¢ market, we: beheve a MAG-only proposa! fosters
greéater competition in the subriission of MAG drnounts and it thie number of
propesals. Previously, when the RFP forthe current lease was condueted, which
included the greater of MAG-or percentage, only ane proposal was-received with
4 MAG of $4 050,000 million. This:tinie, under the MAG-ohly: -approach, we
received three proposals and the highest MAG offered was $10 million which is
$1.5 million more than the-other two 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 16 submit.a lower
MAG wheri a percentage rent is included.

¢ The percentage rent structure incentivizes a tenant to seek additional new
loeations. This is validated by the Airport’s experience in managing the eurrent
lease. The Airport purposeﬁxlly redueed the number of advertising locations in
thie RFP, and the winning praposer sotight 179 locations, further reducmg visual
clutter and providing the best passenger experience. We do not want to encourage
more locations, :

s By offering a MAG-only lease that encouraged MAG amount competition, the
high MAG locks in an amount that tlie Airpoit can cotint ofi for the tenn of the
contract, regardless of marketing trerids. Social Media and ether non-traditional
advertising platforms are moving adveriisi’ng dollars:away from standard wall
graphics. Inaddition, tinstable econofriic conditions ofteir-affeet advertising
dollars first, In-the event of an econemic downturn, we prefer to have a higher -
MAG achieved through a MAG-only RFP, rather than having a lower MAG
under the MAG or percentage rent structure RFP,

RIRFPORT COMMISSION CITY AND COUNTY OF SAN FRANCISCO

EDWIN 8, LEE LARRY MAZZOLA LINDA 5 CRAYTON  ELEANOR IOWMS  IGHARD 1 GUGGENIUME  PETENA. STEAN  JONN L. MARTIN
MAYOR PRESIDENT VICE PRESIDENT ABPORT DIRECTOR

Post Ofﬂce Box 8097 San Francisco, California 94128 Tel 650.821.5000 Fax 650. 821 5005 www, ﬂysfo com
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Attachment II

" Mr. Harvey Rose . |
Februaty 28, 2013 Page 2 of 2
Page2of 2

.o The potential for increasing-the revenue generated by percentage rent, as was
realized over the last five years, is not feasible given the reduction in locations.
Asenoted, the wintiing proposal reduces the numbet of locations to 179; a
reduetion from the current lease of 278 locations. Additional locations will not be
added. After careful analysis with the Design Review Committes and Marketing,
Museum and Operations staff, we believe these locations provide the appropriate
balance between revenue generatmg opportumnes whxle stdl mamtammg the

J MAG-only rent is not unique to SFO, Other alrports and their MAG—only rents
_ for their advertising leases are: Seattle (35 million); Washington National ($3.75

million); Phoenix {$2.7 million); and San Diego ($1.8 million). In comparisen,
the MAG-only submission of $10 million at SFO ilhistrates the high value of the

SFO market and why allocation of nation-wide advertising contracts based on

epplanements penalizes SFO.

e MAG rent avoids the very difficult process of auditing nationwide advertising
campaigns due to the natutre of these contracts.. Besides the biased nature of the
allocation method; other complications such as-duration 6fcampaigns at each
airport make auditing problematic. '

Please let ine know if [ ¢an provide any additional information.

Sincerely,

o

Leo Férmin
Deputy. Airport Director.
Business and Finance




Attachment TIIT

-1893e3.3 sI Janayaym ‘sofes sso.d Jo a8erusaiad 10 000"
‘Juswwiaa.Be BuispBApe MU B} Japun ‘S3|Es sS0.T JO 9%59-%
"000°0005Y$ S! sHoduie JIoA M

0T’ES 40 OVIN B Hoduny xauaoyd ayy Aed [jim Suisiaapy Wodiany ssuely ‘€T0Z ‘T w::_.. P
5 UsamIaq 1oday X1uaoyd ay} shed Suisiaapy Hoday asuely quawiaaise SUNISIXS aYY JOPUNM Ly
9.1 J|e 10} 53JUBIEND [ENULY WNWIUIA SY1 ‘KNEIDQ Jf YUM JUSLSSISE BUISHISAPE U1 19PU Ny

"000°009°8$ S! sHodIy AeMpiiA ncm 2JeH,0 S,08221YD 410q J0] DSIURIENS [ENRUUY WNWIUIA 311 ‘jautey?) Jea) YU JuawaaiSe Suisioape oy Japun .

%
OYIN
OVIAL

%
OVIN
SVIN

%

%
BYIN

%
BVIA

%

%

%
OV

%

%
%
%
%

OV
%

DV
o%.
%
%
%
% .

ZT02 ul pled
{%) sso4p Jo adejuansagd
10 {DYIAl) 921uRIENY
Jenuuy wnwiuip

S6v'SE8°0T
000°526
000°000's$
558799
yeg'zee'y

" 0D0°0SL°T

€0E’8Y9
000°2TL2
0000S€
650°£68'C
000°0589$
POY'560°6ES
L5¥'720°01TS
8€E6'EZ9LTS
vLE200°2S
9/0'bYLTTS

000°000°L2$
00596£$
YOv'8LL TS
8E6°LL12TS
EEE'EER'TS
¥79'0v3°9$
0000TZS
0zZ6509L$
ETY'8ZLS
P¥8'S05°0TS
000'05%8$
6887875

Hodily o1 pied Bnuanay
Suisnianpy 20T

%S9 - %05
%00°0
%00°S
%009
%S9 - %09
%SC°S
%00°0
%S9 - %05
%09-0
%00°S
%00°0
%0L - ncm.
%0£-%408
%0L - %0S
%00°%
%00°%

%00°S
%TS-%bt
%0L - %ST
%0/, - PsST
%00°0
%00°T
%0°05r0°LE
%05°T!
%000
%000
%00
%05-%SY
S$04D
Jo a3pjuadiagd

000°008°L
000'5L6
000°000's
00€'LS
vze'zze'y
000°05L°T
7.5'88¢

kR

000'05€

ZE0'SYSe
000058
sk

skok

£ 3]
YLET00'T
000005

000°000"vT

000°Z85

165890'T

LL50V6 L

EEEEE]'T

1Z9'0TEZ

000°0T2

000°091‘S

*®

*

005°££0°9%
BOE'€8TS

@9juEIEND

fenuuy wnwiuiy

xnesaq Jr
{auuey) feap)
jauuey seap
|[auuey) Jes|d
[suuey) Jeap

xnesaq of

Hoddy asueiy
woduay asue)y

jpuueyy Jeap
xnessaq of

[suueyd) Jesp
Xnedaq of
XNe23q Jf
xnesag or
xneseq Jf

OT1 UoisS32U0)

Hoday iwenin
xne’sq f
[suuey) Jesp)
xnessd Jf
Xnessq of
{suuey) Jespd
|auuey) 1.3
Juuey) Jedd
[Buuey) Je3))
jsuuey) Jead
[auuey) sesy
[suuey) tes)d
jsuuey) Jesp)
Jopenuo)
Suispranpy

(av!1 '8 w2a) saiing 7@ {euoneN uoiduysem

(vdL) edwer

(v3s) ewode1-9]13E35

{D4s) eioseaes
(ors) asor ues

(Nvs) o8a1q ues

{xad) puepod
(XHd) Xlua0yd

(19d) yoeag wied
(0DIN) opuepo

{3v0) puepieQ

() SHOA MON
{(v91) JHOA MaN

(¥AA3) 1emaN

(dSIN) Ined 3s-stjodeaunpy

(wiN) nwey

Oov1) sefesuy so1
(anI) sijodeueipu)
(nOH) uoisnoy

(HV1) uoisnoy

(114) slepsopnel 34

{via) Jaausg
{AvQ) uoikeq

(Mm4a) Yo 14/sejleq
{mawnl) o3esyd
(quo) o8eawyd

(1Lv) equepy

(pav) anbsonbngyy

¢85




AIRPORT COMMISSION

CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO,____la._._Oz.B_l

AWARD OF THE ATIRPORT 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, onthe 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
Qutdoor, 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.

1 hereby certify that z‘be_ foregoing resolution was adopted by the dirport Commission

0CT 30 20f

946 CMU& ﬁL}/Z‘- mﬁ;

at ifs meeting g‘“




LEASE AGREEMENT

FORTHE

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

QOctober 30, 2012

Lease No. 12-0231
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14. DAMAGE OR DESTRUCTION

15.

16.
17.

18,

19.

14.1  Partial Destruction Of PremiSes.....ovcvuuicenrrermrernererinscrsnereseisneenensesnsesseressens 23
14.2  Total DeStruction 0f PrEmMISES . u.ecerricvirecreririincniereonesressrassosmesesmesssssesetossensres 23
14.3  Partial Destruction of Terminal Building......cc.eccoverriveereiresoereerernsnniessnnnriveeeens 23
144 Damage Near End 0f TEIMM ..cuvvveecenriiierereecervrrcssrvreas e sressresesecvostsesssssnsnsacs 23
14.5 No Abatement of Rent; Tenant’s Remedies. ....cvivieecvveriererriuneiverccrnceeereereannns 24
DEFAULT; REMEDIES

151 Events of Default .. ..ottt erreer et srnetsrssserasesserersasesaseenes 24
152  Statutory Notices ......... e veeeat ettt rrt e e e et er e st e v et et e e s te e SOOI 25
153  Remedies...c.oeirrenne F O OO TV OV OT TP 25
15.4  City’s Right 0 PErform. ..ottt escensien s 27
15.5 Rights Related to Termination .....u.ccvcveceionrirenereiniesrarcaressiosessrerierisssesesssssenns 27
15.6  Cumulative RIZNS .ccoveoiiviiirirccrics et sr st ee s ccnsestorssesreserae sesseseanns 27
15,7 PIOPAYIMEHLE c.coeeireiieeiereeceeree e e re s vaee s e s e st as s e s sesr e s messasevsnotesosesemesessenensnsnes 27
15.8  FIDES .vviinicreinecircrense e e rsrenbe s stesbersssra e ssesessa e ar e e stenensnsaraseresanseneesessaransares 28
159 CHEY LIBM 1ovvvrvvorecreemsieeeesessssensisseessesssesmssssssssessssessessssossssssssssssssnssmsesssseseestnnsons 28
15.10 Commencement of Legal ACtONS .....ccoevevmiimesicsomininnnienise i s nersnes 28
15.11 Waiver of Notice .........c........ Cerekeeeatrarrne et rut e v eeeaare et beeeetae s s anananaeen rreereretraaayas 28
SURRENDER.......... reursste sttt sas s ss e seesestares 29
HAZARDOUS MATERIALS

17.1  Definitions......cocvvrevcrnevnecccecreneecnennas TN 29
172 Tenant’s COVEMANIS......oviirerririertrereteeteseeateseseneses st e e eerescessraenaesnesesearsosencsesarss 30
17.3 Environmental INdeMnity ......ccvcveerrrimneesrnreeneinesscree e csmsanesene e s srenaes s 30
174  Environmental Audit.........., v eree e etenea e e ansrenas feerteren e sre st ene et arneares 30
175 CloSUIe PEITL ....o oot et cer st seen e s tm bt s e e s rans e 30
EMINENT DOMAIN

18.1  DEfINTHONS. c.veieeeiiiiceeeiricreceteet e s ettt esnes s e eeeebe s eesesera o samarre e s e e sans sebemecsbessns 31
18.2  GENETAL ..oceeieeeririeicer st creeseresrtse s e st seesaee s e e sresare s st v e srameereessebesanaseesnsne e resaerineres 31
18.3  Total Taking; Automatic TEIMINAtION c..cvvviirriirererrerisinsserneenresesssessssnssneeres 31
18.4  Partial Taking; Election to Terminate .......covevnveererrrenrecsconsnmnesscseereesserseceessees 31
18.5 Tenant’s Monetary Obligations; AWard .........cccccerivevnnienmrcicincnisnncvnenens 32
18.6  Partial Taking; Continuation 0f Lease .......cccoceverievveriiecreciece e e see s 32
18.7  Temporary TaKINZS.....cciveirvririareriniensereereeriesteesessscaes siessasnenrsarsssssrsssncesaessnesons 32
CITY AND OTHER GOVERNMENTAL PROVISIONS

1.1 CRAIIET feevecrieciiesreeseceeecirer s e craesvr e e e e nta s gesseesaesaareeessneser samserennensasssson saceseniresens 32
19.2  MacBride Principles ~ Northern Ireland.........cococoovimeenciin e 32
19.3  Tropical Hardwood and Virgin Redwood Ban ......cccccvvcreeeccerinnenen e senene 32
194 NO Representations ......cveirrieeriiiieniirirorresninstsssssseessnssecriineesses s seesessesses 33
19.5  Effect 0f City APPrOVALS c...iccceieciirciecerecentietcnrr e rr st st e srn vt ess s s avenssnarases 33
19.6  Limitation on Damages.......coueeviveeiiineriiesirireseesisseesseerrssecsesessereseseesasenssenseeen 33
19.7  Sponsor’s ASSUTance AZIECMIENt .......ccversrrrrecssarerreressnsesssesscrsneresersrsiesscensoresass 33
19.8 Federal Nondiscrimination Regulations............. reere e e ara st tereratran e st sresnarienns 33
19.9  Federal Affirmative Action Regulations........coevevevviniveicvieninniisnicnninricins 34
19.10 City’s Nondiscrimination Ordinance ...........ccceceecreennee. rreereeaiaes eranes rrrertenieanes 34
19.11  Conflict OF INEEIEST ....iiviiiieeiieierree ettt ieesereer s e e e s a e rer e see s n e s rasse et s ean 35
19.12  Prevailing Rates 0f Wage....cocvvreririniirinensniiee i ser ettt ssecenesavesnsseones 35
19.13 Declaration Regarding Airport Private ROads ...coocveevrriciivescnccieecneeaee 35
19.14 No Relocation Assistance; Waiver of Claims.......cccoeeivieeiveiciiennceninnnnenas eeeenes 36
19.15 Drug-Free WOrKPIACE ..ocueivcivrereriiicireeee et s dvrreenene 36
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19.16
19.17
19.18
19.19
19.20
19.21
19.22
19.23
19.24
19.25
19.26
19.27
19.28
19.29
19.30

20. GENERAL PROVISIONS

Compliance with Americans With Disabilities ACt...cvvcveveerecoececiiceeceirens 36

Sunshine Ordinance .......iceineeiiieeieincrenresner s s ess s e ensesresns 36
Pesticide Prohibition ........coeeevieeiinenicrennncenvnnneenieesionns eeerre et et e nstearben 36
First-Source Hiring Ordinance .......ceecoveveeviieeiensnire e rrsee e esveeesssseeeranssnesens 36
Labor Peace/Card Check RUle .....ovcucruriveeererieveciemeeeene et men e seeaene 37
Requiring Minimum COmpensation.........coecvsvcvernueniercriermmereeess s s svesesreens 37
Airport Intellectual PTOPEILY .ummiieiiisiinsie st seemsssimesasiesssseses 33
Requiring Health Benefits for Covered EMployees.....c.c.occovirrcnecvencenninennnens 38
Notification of Limitations on Contributions. ......cceeecieerrierriemssieieeeevesecseneens 40
Food Service Waste Reduction Ordinance .........co.ovicveeeccennciinne e 40
Wages and Working Conditions ....cvveecveevemrmreresesnrvirreconie e eeceee e e e 40
Prohibition of Tobacco Sales and AAVertising .....c..ecvcvcvvveeicricninrnnncreterrenns 41
Prohibition of Alcoholic Beverages Advertising.....ovvverecernnrenmsirineceerarnnennenes 41
Resource-Efficient Facilities and Green Building Requirements.......co.oovveccreerens 41
Multi-Employer Bargaining Group Participation SO RS 41

201 NOLICES wovereereruussenssermeemsesersosanamesessessosssse s iessssesssessenes e s
20.2  No Implied WaIVET ..ccoovirreerenrciv et e sees
203  Entire AGIEEMIENt uuivvueiiiersinriiserenranieassisstirissserniiircs e siessasssesssasesebessssarensane
20.4  AMEIAIMEIES c.oovvveiicevereriestsiairueerestrorres e stssrreesrseaertesstetas st aseesssas sreseesrnassrasenssenns
20.5 Interpretation of Lease
20.6  SuccesSOrs ANd ASSIENS......ccceviererrereriearraenereseeerareseneraseestmsinmsiressesssressesee pevreess 42
20.7 No Third-Party Beneficiaries.......coceemreerreracrerserecnne. ereerrrteierent e et e s aebeebrrarnaen 42
20.8  NO JOINE VENIUE c..eoereriiiirier oo cerrrereeacmresesteseneeseresetnsuseanenssnmasensesanessonsucse 42
209 BIOKETS ittt e e e e e e e s et bes peeraneneanes 42
2010 SeVerability ..oeevieeereiriecrcrieie i essirereieserne s sres s ose s escsessereasssnsseccses peenearessenies 43
20:11 GOVEIMIRZ LaW .ciierrii it ettt e et o ares s serra s s amsesna 43
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20.15 Reservations by City .......cocceeernnns iesreetearesetenteetreateetaeve e be e et e ane bt e et estensenen 43
20,16 Survival of Indemnities.......coevrrmrernecerrenence ettt b bt 44
20.17 Quiet Enjoyment and Title......vocoreecneenerinineeecieeiere v JESSOTPS SUUR 44
20.18 No Right of REAemPLion ...u.cueeenveeuereieeieiecieeiecaeienve e esesesssrsnens rresuresranrannes .44
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20.23  COMSENLS ivviieccimnriseeseee e esicres e s e e s erserss et esarensvasssens re et e ea e e e s 43
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Exhibit A — Description of Premises

Exhibit B — Use and Operational Requirements
Exhibit C-1 — Form of Performance Bond
Exhibit C-2 — Form of Letter of Credit
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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 terras 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. In 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 this Lease and not defined elsewhere shall have the meanings given

them in this Summary.
Effective Date:

Tenaut:

Tenant's Notice
Address:

,20

Clear Channel Qutdoar, Inc. d/b/a Clear Channel Airports
a Delaware corporation.

4635 Crackersport Road

Allentown, PA 18104

Atta: 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 Internationél Airport

Address: [nternational 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 International Airport
Payment Address: Atin: Accounting

575 N. McDonnell Road, 2™ Floor
P. O. Box 7743
San Francisco, CA 94120.

City’s Monthly
Gross Receipt
Report Address:

SFOConcessReportaatlysfo.com
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City’s Insurance/
Deposit Notice
Address:

Premises:

Ry

Relevant Boarding
Area:

(§4.14)

Term:

San Francisco International Airport

Attn: Revenue Development and Management
575 N. McDonnell 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 levei 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

§2)y

Commencement
Date:

§2.1)

Rent Prior to Full
Rent
Commencement
Date:

(§42)

Pevetopment-Term;ph erating Term, collectively

Development Term is the period commencing on the delivery date of the first
Facility delivered by City to Tenant (the “Commencement D'Pte”) and ending
at 11:59 p.m. on the day prior to the Rent Commencement Date for the Jast

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 Jate 1o be inserted upon determmatron}

Tenant shall be charged the pro—ratéd MAG based on months in Development
Term. |

(actual amount to be interted 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 [nitial lmprovements (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 determination):

" 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 ninth (9th) anniversary of the Full Rent
(§2) Commencement Date.

(actusl dafe to be mserted upon determination)

Reference Year: The calendar year immediately pnor 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 ($10,000,000.00)
( § 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 expiring 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 Annuak
Guarantee:

G4

MAG Adjustment
Date:

(§4.3)

Rent:
84

Deposit Amount:

(§13)

|

Ten Million Dollars ($10,000,000.00) (the “Initial MAG™), per annum;
(Eight Hundred Thousand Eight Hundred Thirty Three Dollars and
33/100 Cents ($833,333.33 per month)), subject to adjustments 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.

{t be inseried 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 (subj;act to adjustment).

Advertising
Improvements and
Investments:

@71

Resolution:

Initial Tenant
Representative:

(§3.11)

Other Agreements:

(§ 13.5)
Exhibits:

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 émd 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 Autharized Representative of City . e

Initial of Authorized Representative of Tenant

KK
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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
Intemnational 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 desceribed in the Permitted Use. As of the Effective Date, the Premises identified in
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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, eliminated 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
Alirport 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,

35U ation can be accomplished by Airport Dlrector w1thout
formal amendment to thns Lease. Initial number and total square feet o
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,
constriiction, 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 (i) 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 af 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 multi-level, elevated or subterranean parking facilities, and (&) expand or contract
the Airport, including redefining the Airport boundaries so as to include additional lands within the
Alrport 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 Airport will
undergo a major renovation of Terminal 1 which is scheduled for 2014 through 2017.

1.5 Common Areas. The term “comimon 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
Alirport 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 conceming 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. Insuch 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.

o

-3.

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

. 98



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.

2.3 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) (inn 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. Inthe 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 deliverp i

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. 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. [n 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.
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32  No Exclusivity. Tenant acknowledges and agrees that Tenant has no exclusive rights to
conduct the business of the Permitted 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 [Intentionally Deleted - Support Space].

3.5 Hours of Operation. Tenant shall ensure that its advertising displays are operational
twenty-four (24) hours a day, seven (7) days a week.

3.6 [Intentionally 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 install new Advertising Equipment 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 repface damaged
Advertising Equipment within twenty-four (24) hours following notice thereof by Airport on 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. Tenant 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 to the Director a written plan for achieving
this goal.

(fy 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
Ope e Airport as aan airport facility and that fully accommodates those
requlrements Wlthout hmltmg other waivers herein, Tenant waives aitcla i
of or connected to the operatlon of the Airport as an airport facility. Without hrmtatlon on the foregomg,
Tenant must:

i) comply with the Airport Rules;
(i) 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 discretioni, 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

(iii)  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.

3.9 Prohibited Activities. Without limiting any other provision herein, Tenant shail not,
without the prior written consent of Director: () 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 or 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
permit to be done anything in any way tending to injure the reputation of City or appearance of the
Airport,

3.10  Audit of Operations. At any time and from time to time, City may conduct 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 identity of each such person.
The initial 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
federal, 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 “TI 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: :

(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

i ation and Attractions Boards.

(b) “Consumer Price Index” means that index published by the United States
Depdrtment 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
Jjudgment, comparabie 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.
(g) “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':%) 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 exercising 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 increased to equal
the following amount:

Initial MAG X Comparison Index
Base Index

Notwithstanding anything to the contrary herein, in no event will the Minimum Annual Guarantee
for any 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 [ndex Prior Lease Year Square Feet

The first MAG adjustment Date shall o6ccur on the anniversary of the Rent Commencement Date.
For example: [f the Rent Commencement Date occurs on July [, 2014, the first MAG Adjustment Date
shall occur on July 1, 2015 and every Juily 1 thereafter until expiration of the Lease term.

4.4 [Intentionally Deleted - Construction Period Qperations. ]

4.5 [Intentionally Deleted - Rent During Construction.]

4.6 [Intentionally Deleted - Sales Reports.]

47 Annual Certification of Sales and Adjustment. Within ninety (90) days after the end of
each Lease Year, Tenant shall submit to Director an unquatified 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 thereta. All copies of such returns must be certified as exact copies of the origiral
documents by a Certified Public Accountant. Tenant and all subtenants (to the extent permitted) s ..hall
also promptly notify Director of and furnish to City copies of any audit reports covering this facility
conducted by the California Franchise Tax Board or the Board of Equalization. ‘

411 Additional Rent. Tenant 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 Tenatt 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
y 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 abligations under this Lease, or 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 ori 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; (f) any failure on the part of any
sublessee, licensee, concessionaire, or other person to perform or cormply with any of the terms of any
sublease or other agreement between Tenant and any such person; () 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 noticg 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 hereafier conferred by statute, including without limitation the provisions of Civit
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 rent 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 defautt 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 Airpert 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 fransfer made without the City's consent shall' constitute a default hereunder and
shall be voidable at the City's election.

5.2 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 will 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; (¢) Each and every covenant, condition or obligatien 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 ficense 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. At any 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 ot 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).

constitute a waiver by City of any provision of this Lease or a consent to any Transfer. City’s consentto
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 in a 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 oras 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 exferiors 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 AUTOCAD 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 Minimumn [nvestment Amount shall not exceed fifteen percent (15%) of
the Minimum [nvestment 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 [nvestment 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. [f the
indepéndent appraiser determines that the investment is less than the Minimum [nvestment 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 improverments 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 shatl
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 Airport’s Design Review Committee shall be made subject to
the approval of the Airport Commission. City’s approval rights will extend fo 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 fo reject any designs or layout proposals submitted. [n the event of
disapproval by City of any portion of the plans and specifications, Tenant will promptly submit necessary
‘medifications 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 ap i i e Airport’s Quality Conirol 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 Directot’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 ctherwise 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 (7)
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 frade fixtures by City, shall become the property of City. Tenant
shall be liable to City for City’s costs for storing, removing and disposing of any alterations of Tenant’s
personal property, and of restoration of the Premises.

7.6 Effect of Alterations on Airport. Ifand 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) ddys 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.

)] 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.

{c) 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:

(@) 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 Alirport’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 shali 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
Adirport, 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 thie project of any dispute between any labor
organization and any Tenant contractor or subcontractor, including but not
limited fo, 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

T —thework'tobep ntractor or subcontractor. _

{d) Without limiting the generality of indemnities 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.

79 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, séwage 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. [n-such 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 inferruption 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-1s” Condition. TENANT SPECIFICALLY ACKNOWLEDGES AND AGREES
THAT CITY [S 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, inctuding 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. [n 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 complia'nce obligations shall include, without
limitation, the obligation to make substantial or structural repairs and alterations to the Premises
(including the [nitial Improvements), regardless of, among other factors, the relatxonshxp 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,

9.3 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. t-adhere to the following set of standards i in )
accordance to the City and County of San Francisco (CCSF) Environment Code,
not limited to the following;

(a) Using pesticides on the CCSF allowed list only when application is made on City
property 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 prior to
use.

(d) Pesticide use reports 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, promational, or
informational pamphlets, circulars, brochures or similar materials.-

102 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 (iii) 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.”

12.2  Indemnity. [n 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 (&) 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
ot 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 foregomg 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 specifically 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 thereafier.

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 [nsurance with limifs not tess tham $2,660;
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.

(e) 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 vsed. '

12.7  Form of Policies. All insurance required by Tenant hereunder shall be pursuant to
policies in form and substance and issued by comipanies 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 ot reduction in coverage ot 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 event 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

131 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
Depesit shall be renewed annually and increased annually such that at all times, the Deposit is equal to
one-half (}%) 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 ali
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.

13.2  Maintenance of Deposit. Tenant shall cause the Depaosit 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. [f 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 fo be given to City at City’s
[nsurance/Deposit Notice Address.

13.3  Altemative 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, a$ 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  Use of 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 Cxty for any loss or damage which City may suffer
Deposit, Tenant, within ten (10) days after

request therefore shall deposit other security acceptable to Director with City in an amount sufficient fo
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 earned 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, shall 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 Apreements. 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 o 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. [n the event the Deposit or any other deposit is so used, Tenant shall deposit other security
acceptable to Director with City in an amount sufficient 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 [.ease. Such termination shall be
effective as of the date specified in such notice.

(c) Notwithstanding the foregoing, if 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 to 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 shail 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 damage 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 fo 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 entitied 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 fall duly and punctually to pay Rent, or to make any other payment ¢
and such fanlure shall continue beyond the date specifi ed ina

the effective date of such notice. Notw1thstandmg the foregoing, in thc event there occurs fwo (2)
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, of 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 petition 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; ot

(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

() Any lien shall be filed against 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

(g) Tenant shall fail to provide, maintain, increase, or replace, the Deposit as required
herein; or

-2 -

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

979



(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

(i) Tenant shall use or give its permission to any person to use any portion 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,
incliding 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 with any cure period provided by
applicable laws.

15.3  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:

(0 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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(iliy  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 antum 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 Reserve 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 hersunder and shall not affect the right of
City to indemnification pursuant to the provisions of Section 12 [Waiver; Indemnity; Insurance] hereof.
For purposes of calculating Clty ] damages comprising Base Rent based on Gross Revenues, that amount
accruing in any Lease Year during the
immediately preceding three Lease Years or such shorter period if the Term prior to termination was le
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
constifute 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 collect 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
available 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.

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

154  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. In 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 shatl 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.

156  Cumulative Rights. The exercise by City of any remedy provided 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 Rent], 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 . Section . Fine
Violation of Premises Clause t . $100
Violation of Use Section B 3 f$300
Failure to open Facility by Rent Commenéement Date 23~ E $500
Failure to cause operations or Premises to comply with 3.13 $100
Laws :
Failure to submit required documents and reports, inciuding Sales 4.4,45, I $100
Reports 4.6
Construction or Alterations without City approval 7 $too
Failure to make required repairs 9 $300
Unauthorized advertising or signage 10 $§100
in 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 2 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.

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 toienter 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 possession 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. [n 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 meanings 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.S.C. Section 9601, et seq.),
the Clean Water Act (33 U1.8.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.5.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 TI Guide.

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

(d) “Pre-Existing Condition” means the existence of any Hazardous Materials on the
Premises 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 T1 Guide.

(b) Tenant shall handie 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 accordanee with all Environmental Laws.

{c) 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 govemmental or regulatory agency; (iit) any inquiry, investigation, enforcement, cleanup,
nment 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.

17.3  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 by the act or
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
hereinder 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.

17.5  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 TL
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. Stich 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

(c) “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 recording of a final order of condemnation, or by voluntary sale or conveyance
in lieu of condemnation or in setitement 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 shal! terminate as of the Date of Taking.

18.4  Partial Taking; Election to Terminate,

(a) Ifa 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 (¢} City elacts to terminate.

(b) If a partial Taking of a material portion of the Terminal occurs, City shall have the
right to terminate this Lease in its entirety.

(c) 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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18.5  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 or 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

18.7  Temporary Takings, Notwithstanding anything to contrary in this Section, if a 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 fo 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 comprehiensive 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.

19.2  MacBride Principles - Northern freland. 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 below, the person
executing this agreement on-behalf of Tenant acknowledges that he or she has read and understood this
section.

19.3  Tropical Haidwood 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 Eavironmental 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 Franeisco
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 conirary 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 afier its
approval has been given or a permit has been issued.

196  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.

() 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
Alirport 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 Infernational
Airport, covenants that (1) no person on the grounds of race, color, or national origin shall be excluded
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Jfrom participation in, denied the benefits of, or be otherwise subjected to discrimination in the use of said
JSacilities; (2) that in the consiruction 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 Federally-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 CER 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.

Regulations. Tenant assures that it will undertake an
affi rmatwe action program as required by 14 CFR Part 152, Subpart E, to insure thaf i persons
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 employée 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/HIV status), or

association with members of such protected classes, or in tetaliation for opposition to dxscnmmatlon
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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(¢) 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 entify pursuant to state or {ocal law authorizing such registration, subject to the conditions
set forth in Section 12B.2(b) of the San Francisco 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 i, 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. 80-003 |, requiring that Tenant pay prevailing rates of salaries, wages, and employee benefits, to its
employees working at San Francisco [nternational 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
Adirport 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 Transferee.

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 dlsablllty rights leglslatlon Tenant agrees not to discriminate against disabled persons in

€ provi ided under this Lease, and further agree that any
violation of this prohtbmon on the part of Tenant, its employees, agents or assigns shall consfifiite a
material breach of this Lease.

19.17  Sunshine Ordinance. In accordance with S.F. Administrative Code Section 67.24(¢),
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 afier a contract has been
awarded. Nothing in this provision requires the disclosure of a private person’s or organization’s net
worth or 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) require 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
" Commission 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; (c) Upon issuing any request for proposals, invitations t6 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 hierein 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 MCQ, 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
withr the requirements of the MCO and shall contain ¢ontractual obligations substantially the same as
those set forth in this Section. Tt 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 MCQ. If
Tenant fails to do so, it shall be presumed that the Tenant paid no mere 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 P. Fach 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.

19.22  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, tenants, 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 (HCAQ), 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.sfeov.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 appropriate health benefit set
forth in Section 12Q.3 of the HCAO. If Tenant chooses to offer the health plan option, such health plan
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.

(¢) 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 Coniract 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 HCAO and ha§™
imposed the requirements of the HCAQO 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.

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

(f) Tenant represents and warrants that it is not an entity that was set up, or is'being
used, for the purpose of evading the requirements of the HCAQ,

(g) Tenant shall keep itself informed of the requirements of the HCAOQ, 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.

() Within ten (10) business days of any request, Tenant shall provide the City with
access to pertinent records relating to any Tenant's compliance with the HCAQ. 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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(§) 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 propetty is less than $25,000.00 (or $50,000.00 for nonprofits) in that fiscal year, but such
Contractor or Subcontractor later eaters 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 HCAO. 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 eléctive 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 untii 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 Francxsco Ethics Commlsswn Regulatlon 1.126-1 provides that negotiations are commenced
a City officer or employee about the possibility of
obtaining a specific contract. This communication may occur in person, by telephone or In Writing, &
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 decxsmn 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,

19.26 Wages and Working Conditions. If applicable, Tenant agrees that any person performing
labor 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
[mprovements 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 [mprovements to the Premises.
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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 Prernises. 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 alcoholic 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.

19.29  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
multi-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, retumn 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 titne; 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 thé 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 arficles and sections of this Fease
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 persans 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  NoJoint 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.

20.9  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 harmiess 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. If any provision of this Lease or the application thereof to any person,
entity or circumstance shall, fo 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 permitted 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. Inthe event that éither 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 hereunder (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 Attorney. Without
limiting the generality of the foregoing, 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 Reservations by City. City may (a) at any time, 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. )

20.17  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 redemptio i _

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 instructions 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 balamee of such rent.or payment or pursue amydther -~ ... ,
. remedy available in this Lease, at law or in otherwise, including possession of the Premises. City may T

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.

20.20 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 excepf as may be represented by City; (ii) there are no uncured defauits 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.

20.23 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 Options Personal. Ifand 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 assigned, 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 this
‘Lease in any manner, either by reservation or otherwise.

20.25 Counterparts. 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/

vy
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IN WITNESS WHEREQF, 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: p‘ﬂm /2 JZ/W
0

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

John L. Martin

AUTHORIZED BY
AIRPORT COMMISSION

Resolution No.: 12-0231

Adopted: October 30,2012

Attest:

Secretary
Airport Comymigsion™; ..

APPROVED AS TO FORM:
DENNIS J. HERRERA,
City Attorney

By: .
Deputy City Attorne

X:\TENANTS\ClearChanncl\Agrecmcms\L12-0231 v1-11-13.docx

- 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 of Credit
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_ EXHIBITA
B PREMISES

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

Static and digital advertising in the following areas:

L

Pre-security terminal wall, column and floor Tocations 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:

2 location each in Terminals 1 and 2
2 locations each in Terminal 3
2 locations each in the International Terminal

e Arrivals Level:

2 locations in Terminal 1
1 location in Terminal 2
2 locations in Terminal 3
2 locations the International Terminal

Exhibit A - Page 1
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ocation Number

A&

L

Parking Garage Connector
GarConn-A101 A garage connector Mini Spectacular
GarConn-G101 G garage connector Mini Spectacular
Terminal 1 South, Departures Level

T1-B0OO1 BA/B, Alaska Lounge 80" Digital

T1-B004 BA/B, near Gate 21 Diorama

T1-BO05 BA/B, across Gate 24 Diorama

T1-B0O06 BA/B, near Gate 24 Diorama

T1-BO11 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-CO06 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 to 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-CB05 S5 FoometeT BA/C checkpoint Large Format LED Static Backiit
T T1-Ce06 oo oo BA/C checkpoint Large Format LED Static Backlit

T1-C502 Se Fectnate Exit out of BA/C Wall Wrap

F T1-B801 BA/B next to Alaska Lounge Spectacular

‘ T1-9Q1 SeeFootnote 2 TBD (not shown on map) Exhibit
T1-BS51 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

T1-Arr001 BA/B, Arrivals Spectacular
T1-Arr008 BA/B, Arrivals Mini-Spectacular
T1-Arr008 BA/B, Arrivals Spectacular

[ T1-Arr009 BA/C Arrivals Spectacular

LEASE: Airport Advertising Lease
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T1-Arr014

_General Descnptlon
Locatlon

catmn Number,-.\ _

BA/C Arrivals, by Delta baggage carousels

pectaula B

1—‘ T1-Arr101 BA/B, Arrivals Mini-Spectacular
L T1-Arr102 BA/B, Arrivals " Mini-Spectacular
f T1-Arr104 BA/B, Arrivals (Alaska baggage carousels) Mini-Spectacular
| TiAm BA/C, Arrivals (by Carousel 16) Spectacular _
| T1-Arr301 BA/C, baggage claim to garage connector 1 Non-lit TFD j
( T1-Arr351 old BA/A to baggage claim | Non-lit TFD ' 1
T1-LTAQ0O1 T1, middle Hotel Board / Video Wall
T1-LTA0D2 T1, near BA/C Hotel Board / Video Wall
Terminal 3 North, Departures Level
T3-007 BAJF, across ticket counter | Spectacular
T3-008 BAJF, across ticket counter Spectacular
T3-010 BA/F, across-ticket counter 80" Digital
T3-F001 BA/F, by Gordon Biersch 80" Digital
T3-F002 ; _ 80" Digital
T3-F003 BAJF, b/w Gates 82 and 84 Diorama
T3-FOO4 BA/F, b/w Gates 82 and 84 Diorama
T3-F0O05 BA/F, near Gate 85 ~ 80" Digital ]
T3-FOQ06 BA/F, b/w Gatés 81 and 83 Diorama
T3-F00Q7 BA/F, b/w Gates 81 and 83 Diorama
T3018 BA/F, across ticket counter Diorama
T3-019 BA/F, across ticket counter Diorama
T3-020 BA/F, across ticket counter Diorama
T3-023 T3, airline ticket counter, near main security 80" Digital
T3-F008 BAJF Hub end of walkway, exiting pier x4 Digital Video Stripe
T3-F0O09 BAJF, beginning of moving walkway

1x4 Digital Video Stripe

I

73,477 S0 FoomoEs

NEW- T3 BAJ/E Lobby, seating

. (PENDING)
73-112 5% FoomoRs NEW - T3 BA/E Lobby, seating
- (PENDING)

T3-F202

BA/F, near Gate 84

L

Spectacular

|

T3_21 13@ Foomoe 3

NEW - T3, BA/E Lobby (PENDING)

]

L

-

T3-301

T3-ITB North Connector

Large Format LED Static Backiit

L

T3-F302

T3 post-security, across Gate 70

2x3 Digital Video Soffit

|

LTS—FSOS BA/F; across Gate 73 ‘ 2x3 Digital Video Soffit - T
T3-511 BA/F, near Gate 75 secured connector Non-lit TFD !
T3-501 end of BA/F, pre-security Non-lit TFD j
T3ITBN-501 T3-IT North Connector, by-sec chkpt ' Non-it TFD ‘
T3-502 T3, north end across from F3 checkpoint Large Format LED Static Backlit {

F T3-503 T3, at F3 checkpoint Non-lit TFD

_
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'y
Column Fagade TFD

T3-F551 BA/F, Gate 81
T3-F552 BAJF, Gate 82 Column Fagade TFD:
T3-F553 BA/F, Gate 83 Column Fagcade TFD
T3-F554 BA/F, Gate 84 Column Fagade TFD }
T3-F555 BA/F, Gate 86 Column Fagade TFD |
T3-F556 BA/F, Gates 87-90 Column Facade TFD
T3-F557 BA/F, Gates 87-90 Column Fagade TFD

. T3-F558 BAJ/F, Gates 87-90 Column Fagade TFD
T3-F512 BA/F, Gate 79 NonHit TFD
T3-F513 BAJF, Gate 76 Non it TFD

( T3-F514 ( BA/F Hub (octagen) { Core Hanging Banner \
T3-F801 BA/F, b/w Gates 83 and 85 ( 4x4 Digital Video Wall }
T3-F802 BA/F Hub 1 3x10 Digital Video Wall (+Row) }
T3-801 SEeFoomorEs NEW - BA/E Pending - y
T3-Fg02 Seeroonae2 T TBD (not shown on map) \ - Exhibit
T3-Fo03 J BA/F Hub ’ T Core Lounge/Charging Station

ﬁ T3-F951 near Gate 81 T Clock Sponsorship

r T3-F952 ~ near Gate 80 T 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

(PENDING)

T3-Arr002 BAJF, baggage claim Spectacular

T3-Arr0Q4 SeeFoomoes NEW - above carousel 15, dbl sided 70" digital
(PENDING)

T3-Arr005 See oo s - NEW - above carousel 14, dbl sided 70" digital
(PENDING)

T3-Ar006 Soeroonae s NEW - above carousel 11 north, single 70" digital
sided (PENDING)

T3-Arr0Q7 See T oomoes NEW - above carousel 11 north, single 70" digital
sided (PENDING)

T3-Arr0Qg SeeFoomee s NEW - above carousel 10, dbl sided 70" digital
(PENDING)

T3-ArrQQgQ °°° "oonoe NEW - above carousel 9, dbl sided 70" digital

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 —,
‘j T3-Arr201 \ BAJ/F, baggage claim 1 Spectacular , _]
T3-Arr301 BA F/G Non-Lit TFD B
T3-Arr302°% TN s NEW - escalator to parking connector Non-Lit TFD
' (PENDING) :
} T3-Arr501 [ BA/F ‘ Non-Lit TFD

LEASE: Airport Advertising Lease
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;: OLocatlonNumber :

~Location

T3, north end

General Description of

 Adv. Ty

Hotel Board / Video Wal

‘ T3-LTA0O4

|

T3, near BAIE

Hotel Board / Video Wall

ITB; BA/A; BAIG Departures Level

ITG-001 BA/G, near Gate G9%4 80" Digital

ITG-003 BA/G, near Gate G93 Diorama

ITG-005 BA/G, near Gate G95 Diorama

ITG-008 BA/G, near Gate G98 Spectacular

ITA-001 BA/A, near Gate A1 Spectacular

ITA-002 i BAJA, near Gate A2 80" Digital

TA-003 [ BAJA, near Gate A3 Diorama

ITA-006 T BAJA, near Gate A4 Spectacular

ITA-007 J BAJ/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 FID WRAPS A Side | —Large Format | FD Static Backiit
I ITG-501 FID WRAPS G Side Large Format LED Static Backlit
f ITG-502 FID WRAPS G Side Large Format LED Static Backlit

ITG-503 FID WRAPS G Side Large Format LED Static Backlit

IiTG-504 FID WRAPS G Side Large Format LED Static Backiit
L 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 5ee rootote 2

TBD TENTATIVE; shown on ITA map j

Exhibit

IT-906 S€e Foomole Z

TBD TENTATIVE; not shown on map

L Exhibit

ITG-951 ITG, near Gate G94 Clock Sponsorship
ITG-952 ITG, near Gate G91 Clock Sponsdrship
iTB-853 ITB, near InMotion Clock Sponsorship
ITB-954 ITB, retail corridor Clock Sponsorship j
ITB-955 ITB, South food court Clock Sponsorship ]
T ITA-956 BAJA, near Gate A8 Clock Sponsorship . T
International Terminal Lower Level Customs Baggage
Claims
ITB1-FISQ01 ITB-FIS, on baggage carousel 2 SGL-Sided 70" Digital -
1TB1-FIS002 ITB-FIS, on baggage carousel 2 SGL-Sided 70’ Digital
ITB1-FIS003 ITB-FIS, on baggage carousel 2 SGL-Sided 70" Digital j
[TB1-FISC10 [TB-FIS, on baggage carousel 5 7 SGL-Sided 70" Digital ' ]
[TB1-FIS011 ITB-FIS, on baggage carousel 5 SGL-Sided 70" Digital ,
[TB1-FIS012 ITB-FIiS, on baggage carousel 5 SGL-Sided 70" Digitai 7

LEASE: Airport Advertising Lease
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L Locato : NE ocato A0 e
ITB1-FIS028 ITB-FIS, on baggage carousel 11 SGL-Sided 70" Digital
ITB1-FIS029 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 ITA Connector Non—Iii TFD
ITB1S-507 ITA Connector Non-lit TFD
ITB1S-508 ITA Connector Non-lit TFD
ITBN-Car571 Carousel 3 carousel wrap Bagg C_)arbusel wrap
ITBN-Car572 . Carousel 9 carousel wrap Bagg Carousel wrap
ITBN-LTAQO05 ITB North Hotel Board / Video Wall
ITBS-LTAO06 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 T2 Lobby. TFD (Virgin America) Non-lit TFD
T2-Post503 T2 post-security, to jétbridge (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 Backlit
T2-Arr508 T2 Arrivals baggage carousel Large Format LED Static Backlit
(Virgin America)
T2-905 See Foctnote 2 TENTATIVE post-security seating area, Floor exhibit
across Gate 54
"T2-LTAOQ7 ‘ T2 Arrivals Hotel Board \

Platform Level & Airtrain Station

AIRTT1-001 T1, bridge 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

LEASE: Airport Advertising Lease
‘TENANT: Clear Channel Outdoor, Inc. dba Clear Channel ﬁixa(hné
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Rental Car Center

RCC-4FL106 ’ RCC, 4th floor, north end W LTA Board j
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-Iit TFD

RCC-3FL505 RCC, 3rd floor, south end Static, non-lit TFD

RCC4FL506 | RCC, 4 floor, south end Static, non-itt TFD

Footnote | ocations impacted by the Air Traffic Control Tower (ATCT) project. These locations will be removed.
Footnote 2 Locatlons are pending.
Footnoted _{ ocations are part of the BA/E Project. These locations are yet to be finalized.

*The final approval for each location’ dimensmn and Advertising equipment will be granted or
enie of Construction and Engineering.
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EXHIBIT B
- .. USE AND OPERATIONAL REQUIREMENTS

1 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 Airport 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 inteliectual 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) locations 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 Airport
whether or not a ground transportation operator is environmentally responsible
ptior to signing a contract with such ground transportation operator.

D. For exhibit areas, Tenant is allowed a footprint of up to 10” by 10’ to promote client’s
product or service. [n the exhibit areas, Tenant and its client may not sell their products or

Exhibit B — Page 1

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

S ) [



services. Tenant is responsible for infrastructure needs of clients. Client cannot compete
with existing operators.

E. . 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 momtors 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,
on:
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

i r any changes to their flight, This feature
concentrates on proximity marketing and helps passengers locate concessions near therm:- ' —_—

B. Social media, such as Facebook and Twitter

C. WiFi — Tenant may work out a deal with the Alirport’s courtesy WiFi provxder, which is
currently Advanced Wireless Group, LLC.

D. Upsell customer service. Work with concessionaire to upsell their merchandise or

promote their services.
3) DESIGN AND CONSTRUCTION

A. All Tenant Advertising Equipment will undergo a design review approval.

B. 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, graphlcs and
administration.

C. Tenant’s contractors will aitend pre-construction meetmgs 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.

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

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

F. 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
Dioramas
Premiwm: - - $7.500
Value " - o b e $3.000.
DigitglNetwork . _ _
Premium '_ L gL $50,000.) - - - =
" Value | . ] ] ) : $25,000
Tension Fabric Displays/Large Format _ ,
Prenium . - ~$40,500
Value T L 325,000
Mini Spectacular
Premium _ - $12:500 |
Value F e T O $9.000
Spectacular
Pramium . $20,000 |
- Value " - - Fi0000
r
Floor Exhibit
Premium - ' .‘ B £35.000
Value _ " L - N/A
| Syponsorship — Clock _
Primium ' ‘ C T 530,000
Value : ’ ' - N/A
Sponsorship — Column Facade » . _
Prentium L o f . 350000
Value e R o - NIA
Sponsorship — Lounge o
Premium o : 550,000
Value & - - : . N/A

5) OPERATIONS.

A. Upon completion of transition/build-out, the following team will remain to manage the
opetation: senior operations manager, operational general manager, sales general manager,
and local sales manager, as well as collections, accounting, graphics, and administration team
from corporate office. This team will facilitate all on-going maintenance, repairs, inventory
management and releases, inspections, meetings with clients and agencies, sales
presentations, content installation and removal.
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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. [mmediately 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 offetings 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 mainfain them in “as new” condition.

F. 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.

mga
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| AIRPORT ADVERTISING STANDARDS ' I

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

¢. Depict violence or contain words or images that arouse anger, alarm or resentment 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

g. Relate to gambling

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

i isco. 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 bond 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 bankruptey
laws, or under any other law or statute of the United Siates 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. Inthe 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 Attorney-in-Fact form)
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EXHIBIT C-2 ,
FORM OF LETTER OF CREDIT FOR AIRPORT LEASES

Date

Irrevocable Letter of Credit No.

Afrport Commission

City and County of San Francisco

Att’n: Deputy Director, Business & Finance
San Francisco Intemational Airport
International Terminal, No. Shoulder Bldg., 5/F

PO Box 8097

San Francisco, CA 94128

adies . .

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 an); of the following events has
occurred or is continuing: '

a)

b)

d)

Account Parfy 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; or

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 under 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 substantiaily all of its propetty; 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 Account Party; or

This letter of credit is cancelled or not renewed, and City has not received an accepiable

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 mail, overnight courter 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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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 | ease 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:
Board of Supervisors Resolution;

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

Very truly yours,

A vamﬂ% '

Jean Caramatti
Cpmmission Secretary

Enclosures

Ccc: Nanette Hendrickson

AIRPORT COMMISSION CITY AND COUNTY OF SAN FRANCISCO

EDWIN M. LEE LARRY MAZZOLA LINDA S. CRAYTON ELEANOR JOHNS RICHARD ). GUGGENHIME  PETER A. STERN JOHN L. MARTIN
MAYOR PRESIDENT VICE PRESIDENT AIRPORT DIRECTOR
_ El o oY i
— A - 1018
© St meBEaenian4150 Tal ARA RDT SANN Fav 650.821.5005  www.flysfo.com
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cealiion 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 Economic 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 engagemént 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 cépacity 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 Franciscol
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Rosares Law ParTners LLP
February 28, 2013
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..i":-— [t = =

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 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™ (hereimafter “FEDeeausk 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 involving 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 infent 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 February 8, 2013. I enclose eleven courtesy copies for
- Board members.

Sincerely, ,
. . Y
7 ? /L,abé/
. ' /Ma.ra E. Rya es
City Attormney 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-CEQ, JCDecaux

2o

! Source: http:/Nlatimesblogs latimes.com/lanow/2013/02/digital-billboard-company-issues-100-million-threat-against-1a htm!]

433 California Street, Suite 630 * San Francisco, CA g4104 * (4is) 986-4760 Office "» (415) 766-4510 Fax
www.rosal%s]&‘g)‘larmers.com
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RosaLes Law Partwers LLP
March 4, 2013 S

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. Goedlett 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,

. el

Mara E. Rosales

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-CEQ, JCDecaux

433 California Street, Suite 630 * San Francisco, CA 94104 * {415) 986-4760 Office * {(415) 7664510 Fax
www‘rosaleil ﬁmers.com
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March 1, 2013

President David Chiu

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

1 Dr. Carlton 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:

I provide you with this written statemment of the following facts from my own, ﬁrst—hand,' knowledge.
cannot personatly attend the hearing for the Board of Supervisors relating to this matter on March 8, 2013, but | have
another obligation thaf requires my presence on that day.

I am a public relations professional, with over 15 years of experience in strategic 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 executing public refations and communication
sirategies. In that role, | facilitate and help my clients prepare for meetings that require public comment.

On May 10, 2012, 1 personally attended the informal Pre-proposal Conference forthe SFO Advertising Lease
Request for Proposals on behalf 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 all,quaétions formally 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 stated 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 fo 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 written Request for Proposal.
Based on the Request for Propasal and the information received at the Informal Conferense, | understood that if a
proposer satisfied the Minimum Annual Financial Offer, the proposer wotild get the full amount of points for the MAG
category. It was never suggested orally or otherwise that a compefitive advantage could be gained by exceeding the
MAG.
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Written Statement of Susana Razo
Page 2

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 o 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 advertising market's sensitivity o financial markets and catastrophic events.

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

incerel

(415) 810-8717
razosusana@gmail.com

cc: John L. Martin, Airport Director
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NORMAN Y. MINETA -~

SAN JOSE ‘YR

INTERNATIONAL
\Z »
ATRPORT ~L‘,

™

SILICON VALLEY’S AIRPORT

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

\J m 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 deliver a
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 capitai obligations generating over S25 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 unigue 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,—

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

CITY OF &
SAN JOSE

nmsan 2400 e« Fav ANR 441 4591 « waww.flysanjose.com CATITAL OF SILICON VALLEY
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Rosaves Law ParTners LLP

February §, 2013

Mara E. Rosales
mara@rosaleslawpartners.com

Honorable 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. (“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 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 g4104 * (415) 986-4760 Office * (415) 766-4510 Fax
www.rosalcslaavgmners.com
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Hon. David Chiu
Hon. Dennis Herrera
February 8, 2013
Page 2

(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 conducta
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 REFP process.

Our request is based on the following:

1. The scoring methodology applied by staff for the financial offer or Minimum
Annual Guarantee (“MIAG”) category in the RFP is not defined in 5

customary in City contracting and required by law. o

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 goVemment 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,

* 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 Systems (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.)
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Hon. David Chiu
Hon, Dennis Herrera
February 8, 2013
Page3

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 rﬁarket) as well as two local business
partners that offer significant and innovative opportunity for SFO’s 45, OOO 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.

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 I1L 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 with the guidance that the “most responsive and responsible”
proposal is what will determine the Iwinncr, 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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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 busiriess tactics are
kniown 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 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

coneession agreements.
Sincerely, g _

ara E. Rosal

cc: Hon. Members, Board of Supervisors
John 1.. Martin, Airport Director
Hon. Larry Mazzola, Airport Commission President
Hon. Members, Airport Cormumission c¢/o Jean Caramatti, Secretary
Sheryl Bregman, Airport General Counsel
Bernard Parisot; Co-CEQ, ICDecaux
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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 documnents 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

Decembgr 21,2012 Quadra & Coll, LLP letter to City Attomey
RFP Procedural Timeline

Clear Channel’s history of contract modifications at SFO
Excerpts from RFPs setting forth scoring methodology
JCDecaux Local Business/DBE Proposal and Chart

Summary of Clear Channel’s practices at other Airports
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San Francisco International Airport

October 11, 2012

YIA 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™)

Déar 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 ernail Stacey.kodak@jcdecauxna.com)

AIRPORY COMMISSION CITY AND COUNTY OF SAN FRANCISCO

EDWIN M. LEE LARRY MAZZOLA LINDA 5. CRAYTON ELEANOR JOBNS RICHARD J. GUGGENHIME PETER A. STERN J0HN L. MARTIN
MAYOR PRESIDENT VICE PRESIDENT AIRPORT DIRECTOR

Past Office Box 8097 San Francisco, California 94128  Tel 650.821 51)&3f—1x 650.821.5005 www.flysfo.com
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Out of Homp Media

-
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
Lease to Clear Channel Airports

Dear Ms. Caramatti:

I request that you provide a copy of the attached documents to the Airport
Commissioniers 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 Airporis.

Tn short, JCDecaux's position is that Clear Channel Airport is not entitled to the
award of the lease because it {5 not the "highest rapked rcsponsﬂale 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,

Do

Bernard Parisot
Co-Chief Executive QOfficer

ge: Mara E. Rosales

JCDecaux North America, Ins.
3 Park Avenus, 33 Floor - New York, NY 16015 « USA
Telephone: 546 834 1200 - Fax: 546 834 1202 - www jcdecauxnz.com

1033




PR o

JCDecaux

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

Gul of Home Medla Leo Fermin Ccetober 17,2012

Deputy Airport Director, Business. & Finance

San Francisco International Airport; International Terminal
North Shoulder Building, 5™ Floor

P. 0. Box 8097

San Francisco, CA 94128

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

Dear Mr. Fen;ﬁn:

On October 11, 2012, JCDecaux received notice from SFO staff that Clear
Channel Qutdoor Inc., doing business as Clear Channel Airports (Clear Chamnel)
is the highest ranked proposer pursuant to the Request for Proposals (RFP) for
the awatd 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 manner consistent with the
Evaluation Criteria specified in the RFP.

2, There is a mathematical efror in the addition of JCDecaux’s scores.

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

4. Clear Channel’s Minimum Annual Guarantee (MAG) offer is
commereially unreasonable and should be refected as a financially
irresponsible offer,

l

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.

JODscaux North Amevrica, Inc,
3 Park Avenue, 33™ Floor - New York, NY 10016 - USA
Telephone; 646 B34 1200 - Fax: 646 834 1202 - www.jcdacauxna.com
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- JCDecaux

I. Misapplication of RFP Evaluation Criteria

The RFP plainly states the cantrolling evaluation and award process. It describes
four principal compenents 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 Mimimum Acceptable Financial Offer...”
(RFP Part II, par. 6. c. “Evaluation Criteria, Minimum Annual Guarantee Offer,
and Financial Pro Forma”; Part I “Evaluation and Award Process™.) The RFP’s
“Evaluation Criteria” is more specifically set forth in Submittal 4. Submittal 4
describes how the scoring points be applie i i

‘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
soale shown.

The RFP elearly 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
qguality of the proposal’s offerings. Given the subjectivity of these categories,
one easily understands that the poinfs 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 quaniitative category. Any MAG offer consistent with the RFP’s
instruction that it match or exceed the Minimum Acceptable Offer should receive
& score of 50 points. (See RFP, Part II, par. é.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
poiuts, 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: 648 834 1202 - www.)odecauxna. com
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- JCDecaux

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, Incv. 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 gf, SFO REP for
Contract 9194, Maintenance and Support of Baggage Handling Control Systems,
dated Aungust 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 ebjective 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 poiats 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 iidustry 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, Tt 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 tr
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 miaximum score on this criterion, ie. 3.2. As presented in our response to
this RFP, ICDecaux’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, 33t 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 hcld seven of the eight fop spots in large U.S. airportsin 2011. SFO
came in 10%, 65% lower than JFK and 30% lower than LAX where JCDecaux
operates the adveru_s.mg 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 i 2009, they negotiated
reductions in their fees obligations for all of their contracts, except in New York
where the MTA terminated their concession agreerent 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 Commerciaﬂy Unreasonable and
Constitntes a Financially Irresponsible and Dusoery 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 $10M
MAG offer for the new Lease opportunity is commercially untenable given its
own sales performarice on the same lease. The unreasonableness of Clear
Channel’s MAG offer is evident when compared to the twa 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 million of its current revenue, Clear Chanoel’s MAG
offer is 18% above its two similarly situated competitors on the RFP and 43%
above the Alirport’s estimate of a reasonable market based minimum bid. These
facts strongly support a concfusion that Clear Channel is knowingly attempting
o “buy” the award of the Lease unfairly by overbidding,.

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 2 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 Chaunel’s financial responsibility to honor its
MAG commitment for the 8-year term of the Lease to ensure Clear Channe]
meets the RFP’s and legal standard of “responsible” proposer/bidder. (RFP, Part

JCDecaux North America, Inc. )
3 Park Avenue, 33" Fioor - New York, NY 10016 - USA
Telephons: 646 834 1200 - Fax: 646 834 1202 - www.jcdecauxna.com
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IV, par. 13.c: [Airport Commission has right to “Ir]equest a credit report and
additional financial information from sach Proposer.”]

Irrespective 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 Chaunel bid $4.075M in MAG for the advertising concession 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-Tagoma 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 confract
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 —
e.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 becomies a non-responsive proposer 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
ELease to JCDecaux on October 30, 2012.

Sincerely,
7

e\ NSRS

H

{ [ S
\Gabrielle Brussel
Executive Vice President, Legal Affairs and General Counsel

cc: Bemard Parisot

JGOepaux North America, Tne.
3 Park Avenue, 33+ Floor - New Yark, MY 10016 - USA
Telephone: 646 834 1200 - Fax; 646 834 1202 - www.|cdecauxna.com
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Rosares .aw Parrners LLP

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

VIA MESSENGER; EMAIL

David Serrane Sewell
" Deputy City Attomey
Office of the City Attomey
San Francisco International Airport
International Terminal G, No. Shoulder Bldg., 5™ Floor
: P. 0. Box 8097 :

San Francisco, CA 94128 ‘

Subject: Reply to Denial of Protest Letter, dafed October 24, 2012; Request for
Recaonsideration 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 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 Minimumn Annual Guarantee (“MAG?) at sister airports and thereafter seeking MAG
or econornic 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 I1], para.4.)

Al Mi_sapnlication 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 MA G 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 Franciseo, 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 ...”, where
“questions will be addressed” and “any new information will be provided...” (RFP,
Part [T, 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 wiitten 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 owrt 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://www flysfo.com/web/page/about/b2b/conces/general . html).

3y

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 stdted in one of the Airport Commission’s own published cases, “[tThe
importance of maintfaining 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.” (M CM 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.) Inan 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. Depariment 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 dees 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 Conmriereially Unreasonable and Constitutes a
Financially Irresponsible and [lusory Proposal

Your response letter to JCDecaux’s challenge to the comercial viability of Clear Channel’s
MAG offer misses the central point of the protest. Asking Clear Channel whether it will stand
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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 Ozkland International Airports which confirm that Clear Channel’s promises at contract
ayvard are unreliable precisely because, 4s here, they have proposed a MAG, which under similar
circumstances, was not reasonably achievable.

Tellingly, Clear Chammel does not rebut these allegations other than to dismiss them as
“jrrelevant™ and to note it has “not defanlted” on the mentioned contracts. These expl anations are
unsatisfactory as well as inaccurate. Avoiding the question does not answer the

concem. 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 SFO to San Jose, Oakland and Sea-Tac Airports than your
letter states has occurred.

Sincerely,

Marz E. Roszles
MER:1p

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
Bernard Parisot, JCDecaux’
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] , Disitibuted on:
SENT TO COUNCIL: o
NOV -~ 9 2041
K Cliy Manciger's Office]
iy or &R : _ .
SANJOSE . Memorandum
CATITAL OF SILICON VAILEY '
TO: HONORABLE MAYOR FROM: William F, Sherry, A.AE.
AND CITY COUNCIL _
SUBJECT: RESPONSETO COUNCIL DATE: November 7, 2011
REFERRBAL 10-25-11-2.7
REGARDING CLEAR
CHANNEL

Date  Va/r

INEORMATION

During the OctoberZ3, 2011 Council Meeting, Comncilmember Rocha asked the Airport Staff
{for information on the timing of the negotiations with Clear Channel Advertising and how often
{he Alrponrt staff is meeting with them.

The Clear ChanneI 3rd Amendinent wag dfoppe& from the Council Agenda due to receipt of
Clear Channel’s Ocfober 14 letter that again requested fo restructure the Agresment and reduce
the Minimum Annual Guarantee (MAG) even further than we already have. The City has
provided Clear Channel with $4,297,349 in financial relief and we offered fo provide an
additional $296,000 in safings by consolidating their capital investment requirements and
offering theém free office space that would notmally cawry a charge of $64,879 per year. Tf’s
important to note that Clear Chaninel set tlieir financial responsibilities under this contract
through a bidding process, fully aware of the business risks. Tu ofher words, it was not the City
that sef the MAG and other finaficial requirements but, rather, Clear Channel Addmonaﬂy, asa
self-sufficient enterprise operation; the Airport would have to shift any further financial relief
grantec[ to Clear Charinel to other airport tejiants, something staff beliéves is ot appropriate
gwen the circumstances.

Druring flie negottattons Wﬁh Clear Chiartmel, the parties (Clsar Chamlel and Airport staff) agreed

. 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 writfen a respanse to Clear Channel explaiing our position.

Staff ig in regulat contact with Clear Channe], Clear Channel typically comes to the Airporta
couple of times a year to.meet in persen to discuss their doncemns with the MAG and request
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HONORABLEMAYOR AND CITY COUNCIL

Navember 7, 2011 '
Sthject: Response to Couneil Referral 10-25-11-2,7 on Clear Channel

Page 2,

 finaneial relief. The last meefing was on March 9,.2011. We are certainly availzble fo meet
more frequently, but this is all that Clear Chanriel hias regquested. We have alvvays Had an 0pén
» dialog and will continue to de so.

3

K.
William F. Sherry, A.ALE:
Dirveetor 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




< NGRMAN Y. MINETA o
_SAN JOSE ¢ ALY

" INTERNATIONAL \Jds
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STLICON VALLEY'S AlftPORT

November 4, 2011 '

Toby Siurek

President .

Clear Channel Airports o ' )
46335 Crackersport Road ;

Allchtown, PA 18104

Dear Toby:

Tni response to your letter datéd October 14, 2011, in which you again requested to
restitistme our agresmient, T simply cannot pr ovide you wi ith additional financial relief, I
Believs that I liave addressed youd coticefns in hy previous letier to you dated Augnst 3,

. 2011, tnet T want fo respond to your latest letter, :

Tlie current economie state of this countyy has been a surptise o most observers and the
resulf at STC hag been reduced flights and passengers. This has impacted the bottom [ine
of coneesstonaires and the Airpert, The Adrport has taken drastic steps by cuttlng ifs staff
An half and requiring that remaintiig employees take significant. reductions in pay. We are
nof in-a position fo provide you wﬂh additional financial 1ehef

- Pleaze remember that the Airport has already provided Clear Channel with $4,297,349 in
financial reliéf and the City has offered to provide you with an additional $296,000 in
savings by colisolidating your c1p1tal investinent requirements and providing you with
aoffice space fiee of charge thiat would nornrally sent for $64,879 per year, Thisis
contingent on you not pursuing any further MAG reduction, This will bring your total
financial relief to almost $5 million, a significant amount that the Air poft was.not
obligated to wffer and much penter than any empotary relief provided to the food &
beverage atid retail concessionaires in Terminal A+

The City hasiprovided Clear Chantie] with premiunt advertising sites, many of which .
remain updeveloped and inderutilized, Tn addition, we atiended the agtéement fo

piovide Cleal Channel with new adver fising sites wifhout a corresponding increase in

MAG and without & mininmim capital investment requiienicnit. We believe that these

additiong] sites are mmore flian adequate to compensate Clear Channel for any lost

adver(mng opporiunitiss that may have resulted from the temporary inactivation of the

six gates in Terminal A+, and we hope that youn will take advaniags of thesé

oppartunifies.

Enviy g‘
SANJO%E

« 1747 Alrport Foulevard, Stite 6-1130 # Sandost, CA 951101206 « Tol 4083923600 ¢ FoxA08.497.8501 v wivwlysnfncesyn,. oo irgving
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Novanber 3, 2011
Page2

The cutrent gate capacity in Terminal A+ will allow for expansion by existing airlines
wnd provide space for new and relocated airlings, Due o the growth of Alaska Airlines, .
and the unbalanced passenger ir affic between the {enminals, L expect thal Delfa Aitfines
will relocate fo Terminal A+ in the next few months. Based on the previous 12 months,
that will bring an additional 460,000 total passengers to Tarmma] A+ when combining
Delta Aitlines and its affiliates.

While the closure of the Ametican Alilines lounge was disappointing o both you and the
Alrport, thie lounge is-hot a condition of our agreement. Hawever, you shonld be aware
that we have begun working will ait archifect to design a new common use lownges. In
uddition, one existing domoestic sirfine and one potential infernational zmhne have
expressed interest in oxclusive ]cmngrss of thelr own.

As always, thauk yon for your continued understanding and cooperation, Should you
lieve any questions or would like to digcuss these issues furthier, plegse feel h e to contacl

g,

-

Sincerely,

William F. Sherry |
Director of Aviation /

Ce:  Mayor Clntk Reed
City Cptncil
Kim Aguirre

B ST
“INTERNATIONAL \b/ mgﬁim’%}
ainroRT VLS SANTOSE

* o . . N [ . .
STLIZO0 VALLEY S  ATRFORT 1701 Alpord Bottlevard, Sulte B-1130 « Sondoxt, ©A 9511041206 ~ Tl 405.392,3600 ¢ Fax AU84414591 ¢ pmaliysadforten)  ENmE sy
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o - ' " 4535 Grackersporl Road, Allantown, PA 18104
T 610.395.8002 Toll Free 800,628.6800 F 610.995:4450

-

-

RECEIVED

Mr. Bl Sherry . : ) OCT F 72001

i Qctoher 14. 2911

-Dirgctor of Avlallon . -
San Joss Iniemstlonal Alport . Diracipt of A‘-’l&fiﬁﬁ
1701 Alrport Boulevard, Stlte B-{430." .. : San Joke Ingl. Alfport

San Jose, CA 95410-1206

.

Dear Biff,

| was d[sappolmed fo recelve your'letter dated August 3, 2011, declinlhg my requést 15 grant
Alrporls (CCA) MAG tellsf conslstent with other concesstonaires as a resull 6f the gate closuras (it termminal AF,

I your lefter, yau Indicate that, unlike HOST, GCA was offsted substliule concesslon spaes In other loeations,
Unfortunatsly, although GCAwas offered additional [dealiofs, that does nal reclify the situation. In fact, whal has
occurred as a resull of the compressed fraffic flow is adverilsers can now reach the same number of passengers
by purchasing less slgnage. Unllke Food and Beverags concesslans, adverilsing does not take money dirsctly
from passengers. Duplieating locatlons In the same area only cannlballzes exlsfing adverilsing revenue streams.

Addltlonally; relocating Inventary does niot resolve [he fact that we arfe expacled o contlhue paying renl In an
areg that the alrport has reduced weekly flights ffom 147 to 14 or 88%.

i In our concesslon agreement dated Jury 1, 2007, CCAls coptractually obligaled to pay & MAG for each lndeua[
slgn lacatlon. Htha reduction In flights and closuré of gates Impadt the arsa of which {hese signs'ars localed, how
can we possibly be sxpscled fo pay renf at 100% when frafiic has declined 88%7 The etached map llustrates
the humber of adverlisiig locatlons {mpaciad by fhe gale closures. i this parlcular spacs, GCA peys a fotal
annual lease cost of $1.2 milllon. To add to the matter, Ametlcan Alifiiies dipsed thelr VIP lounge In Termlnel A+
and has na plans lo relocate thls prasﬂgloUs spate, The American Frequent Flyers are a Tighly sought affer
demographic which aitracts the nallonal advertiser. Thls arem i essenflal 1o our salsy packaging &cioss all
terminals. The foss of thls particular spacs only meagnlfles our problem beyond the value of the MAG, In fact, the
[oss of thls space Impacts our lotal adverilsing sales program at SJG.

In Apil 2014, we offeredt the alrport a proposal {o resfruclure the. contract that feluded a $10 milllon one-time
lump-sum payment. Assuming we were-able to restructure the contract under thoss lerms, the closurs of gates
In t8tminal A+ would nof bé an Issue, However, that propesal was simply denled, In fact, In both casss, lste was
fio negotlation or dlalogie from alrport staff as o how a deal could be struc{urad

gl ] respeeifuﬂy reques thal this matter be serlously dongldered. I also request that you and your leam copslder
an open dlalogue with me lo amicably resolve this matter. As proposed In my letter dated July 19, 2011, 1am
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readlly avallable to mesf direclly with yéu and your feant {o resolve fiily matler expedifiously.
Thank you fn advance for your tlms and conslderatlon.

Respactiudly,

T

Toby Sturek
Ptesldenl, Clear Ghannel Alrports

ec:  Kimberly J, Agufrfe, Chief Opérating Officer, 8JC Alrport
Mayor Chuck Reed ) :
Pete Conslant, Cily Councll, Distrlct 1
Ash Kalrag, Clfy Councll, District 2
Sam Llecardo, Clty Goungil, Disirict 3
. Kansen Chu, City Councll, District 4
) Xavler Campos, Clty Coungll, District 5 !
.. Plerlulgl Cllverio, Cily Goungll, Distiigt 6
Vice Mayor Madlson Nguyen, Clty Gauncll, District 7
Rose Herrera, City Gouncll, District 8 R
Danald Racha, Clty Gouncll, Dislriet 9 :
Neney Pyls, Clty Councli, Distrct 10-
darry Slrangls, Strangls Properlles
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December 30, 2008

Mr, Steve Grossman
Director of Aviation
Port of Portland

5330 Water Street
Oakland, 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 highest scores in all categories except one
(guaranteed payment to the Port) and in fact, averaged the highest score averall by the
Evaluation Committee,

Adliance foresaw the challenges coming in the airline industry and the financial markets. We bid
a Minimum Annual Guarantec based on.this belief. We did comply with the 50/50 revehus
share, and all other components of the RFP. Our track record in other airports proves that with
only one exception, we generate far more revenue in our splits than is required in 2 MAG.

As the final scares were tight, and though Alliance had the higher scors averall, 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
guarters. True to our belief, the airport and airline industries, and the overall economy have
weakened significantly.

We write t‘oday to advise that, if the Port.or Airport is asked to reconsider the MAG due and
payable by Clear Cliannel Interspace, we reqaest the entire contract be reconsidered. This is
especially significant in light of Alliance’s overall performance inevery otlier category within
the REP. 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 onfy for a lower gnaranteed
MAG. '

Respectfuﬂy yours,
: -WMW@
Shauna Farsythe —

President & CEO

oe: Skip Conrad, Mgr, Airport Properties
Janet Deutch, Concession Manager, Airport Properties

8545 W. Rossell Rd., Sre. 150, Lar Vegas, NV 89148
£702) 362-4777 Toll Free (&ﬁ?hagowzs FAX (782) 362-2501

[ ittt (11 S



s CLEARCHANNEL

AIRPORTS

ey Michad Riley

o Erronariies
pITORaTHes President

 gan a6 Aog |

January 19, 2009

Mr. Matcel E. Conrad, I} | BEGEIVEDR |
Airport Properties Department '
Oakland Internaticnal 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

termporary-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 ssts of plans and detall
drawings to your staff, yet we are still awaiting final approval of said plans and
fhe 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 eonnections, ship and install ali units in time for an early April '09 install.

| have aftached a time line of activilies and meeting notes to fllustrate 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 accerdingly.

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 & percentage of those
sales as rent fo' the Port of Oakland as an off-set or overage to our monthly -

: Minimum Annual Guarantee instaliment. As it stands today, due o 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. :

4750197077 |
G642+ 7378 fax

a

ClenrChanuel Airpores
@00 Wese Thicrgo Ave, » Suite 800 » Chicago, [L 60610 » www.clearchunnehirporis.com
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| hope you can understand our predicament and can speed aleng 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, comments or concerns. Thank you for your willingness o consider
our request.

Sincerely,

Michael SF;I:;/\
President

TJS:sh

ce: Toby Sturek
Sam Hart
Meredith Haggerty
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' CLEARCHAD, INFE], Timeline of Design Submittals, Reviews

AIRPORTS and Commehnis

» May 6, 2008: Contract Award o Clear Channel;

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

= July 29, 2008: Meeting with OAK Design Review Committee fo discuss
for approval all locatifon 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 approvalto-proceed provided;

« September 23, 2008: CCA provided, via e-mail, the OAK Design Review
Committee w;th revised plans covering comments from the July 20" 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 BDRC meeting was held at OAK and we
recexved approval on bag belt LCD cabinets, FreeCharge stations and .
roval on Recycle Unit Dioramas and Directoties. DPASS umts
reguired another round of design adjustments subjec
+ November 18, 2008: CCA provided a third design submittal of the DPASS

units;

« Noavember 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 supmits, via e-mail, proposed layout of text and
openings on the Recyc!e Diorama and Directory unlts comments
received by OAK staff via phone on November 27™;

« November 28, 2008: CCA submits, via e-malil, fo,urth design revision for
OAK staff approval of the DPASS d’isplays; comments received from OAK
staff on December 7, 2008 via telephone conversation;

s December 13, 2008: GCA submifs, 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 cornments
have been received by CCA as of January 12"

o January 12™ Phone conversation with OAK sia:h‘ requesting approvals
and updating GNN installation and data inspection tearn 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.

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

Clear Chaanel Adrports W (O] m m ;“M; H @ E
600 West Chicago Avenue, Suite 600 Chicago, IL: 60510 Tel: 312.4753500 Fax:
312.642.7378
1053
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Via Elecfronic Mail

February 27, 2009

Clear Channel Outdoor Inc.

dba Clear Chammnel 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 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 aceeptable 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
committee 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 hereafier 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 making up ahnost
half the program were not subject to Design Review (Moss banners, wall wraps and floor

Aviation Properties Deparfment « 0532 Earhart Road =+ 510-563-3674 » MConrad@PortOakland.com
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Clear Chanpel 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
- doven 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
Janwary 10, 2009. Inlight 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: 1 am at (510) 563-3674. 1
remain,

Sincerely,
}; L“fx‘
\

Marcel E. Conrad
Manager of Aviation Properties

T . {
\_;“'\.—m Le

- 3

. el Steven J. Grossman, Director of Aviation
Toby Sturek (tobysturek@clearchannel.com)
Sam Hart (samhart@clearchannel.com)
Meredith Hegarty
Janet Deutsch
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AIRPORTS

Apiil 16, 2009

Omar Benjamin
Executive 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 mutually beneficial.

John Moyer’s phone conversation with Steve on this matter a week or se prior to our
meeting last week had already prompted us to eamestly 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 te 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 situations over which we have 1o 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
articnlated well the extremely harsh torm 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 paticularly hard. Steve also astuately
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 mderway in the
industry.

I think we all recogtize and agree that both our “A” team efforts are needed to help
insure the kind of success we envisicon, We became aware, via QUMerous 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 bindrance and it is an obstacle we are extremely 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% Shiect. Svite 950, Oaklantt, CA 94607, phone {510) 835-5900, fax (510) 834-9410
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Omar Benjamin, Executive Director
April 16, 2009
Page 2 of 4

These are the factors that we believe have challenged our ability to effectively [aunch 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%*

) $650,000 $650,000*

1 $650,000 : $650,000*

N

*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 8% of previous year’s
percentage payment so the MAG can rise eadier and faster as we hopefully begin to see
the economy respond.

Capital Investment:

£1,200,000

Percentage 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 propared to automatically
inerease 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.

A
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Omar Benjamin, Executive Director
April 16, 2009
Page 3 of 4

As you will ses, 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 actmally better and more lucrative than the existing terms in the current
agreement. This will allow the Port to benefit greatly and have much more np-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
fhe 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 eapabilify:

" 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 g 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 four 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 office in Oakland for 44 years and currently have a

local staff of 79.
The Port wants improvements in technology and design:

Clear Chanriel was the only proponeat fo include the CNN Airport network in our
proposal and, partmering 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 usually
charges for in airports the size of Oakland. Additionally, as you know. we bave
$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 LCDs on the bag-belts

Three 65”7 multi-use LCDs at security check points

11 sponsered recycle stations

Two FreeCharge sponsored work stations




Omar Benjamin, Executive Director
April 16, 2009
Page 4 of 4

We remain committed to the success of this program and look forward to bearing 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,

/ %Z; i %) /%éﬂ@é/ﬁ"f(/&,
Toby Sturek '
CFQ, CCAI/CCIA

cer Steve Grossman

TS/mln
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AIRPFORTS

August 3, 2009

Marcel Conrad

Manager of Properties

Port of Oakland - Oakland International Airport
9532 Earhart Road, Suite 201

Oakland, CA 94621

Dear Mr. Contad:

Thank you for taking fhe 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 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
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

23, Increase the Airport’s current percentage payment from 50% to 60% of sales statting
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 samme 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 mulfi-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
prograim. -

S 1 I —



Marcel Conrad, Manager of Properties
August 3, 2009
Page 2 of 2

We hope you can piesent this at the September 2, 2009 Aviation Comimittee meeting and
in turn the Septernber Board meeting. Please don’t hesitate to contact me with any
questions. ‘

Thank you and kind regards,
7 /o .

-
&

e
RN RS -

Fofrit e

!l
S

s

John Moyer
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CIity AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATTORNEY
DENNIS J. HERRER A DAVID SERRANO SEWELL
City Atiorney Deputy City Attorney

‘Direct Dial: {650 821-5075 ,
Emgite david.serano-sewell@stgov.org

~October 24, 2012

Ms. Gabrielle Brussel

Executive Vice President, Legal Affuirs and General Counsel
JCDeegaux-North America. Inc.

3 Park Avenue, 33" Floor

New York, New York 10016

SUBIJECT:  San Francisco International Airport ("Airport”) Response to JCDecaux North
America, Ine.’s ("ICDecaux”) Prolest Letter for the Proposed Award of that certain
Request for Proposals ("RFP") for the Advettising Lease ("Lease™) ta Clear Chiannel
Outdoor, Inc., dba Clear Chaonel Airports ("Clear Channel”)

Dear Ms, Brussel:

Althe Airport's request, this letter responds (o JCDecaux's protest letter dated October 17,
2012 for the proposed award of the Advertising I.ease to Clear Channcl. In the letfer, JCDecaux
argues that the proposed awurd to Clear Channel shiould be set aside and award should be made o
JCDecaux. We have revicwed JCDeciaux's protest, the RFP, the proposals, and the score sheets, and
find that the competitive selection proceeded in conformance with the RFP and the taw; the protest is
without merit.

Specifically, JCDeeaux raises four issues to which the Airport responds as follows:
1. Misapplication of the RFP Evaluation Criteria

Airport Response: The RIFP clearly states the process by which the proposals are to be evaluated.
Specilically, RFP Submittal 4 Evaluation Criteria oullines the subject miatter and the allocation of the
total number of points available in this RFP.

The three-member review panel (the "Review Panel™) was convened and the members of the panel
reviewed and scorcd the proposals within the Evaluation Criteria point system. There was a possible
100 points under the RIFP. The Fvaluation Criteria clearly stated the points for cach sub-critetia:
Business Plan 13 points, Design Intent/Construction 20 points, Operations/Managemenl Plan 15
paints, and Minimum Annual Guarantee Qffer ("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 specifie elements the Airport was seeking in the proposals,
The Review Panel's scores are contained in the Afrport's summary sheet, of which JCDecaux has 2
copy. The Afrport is contident that the Review Panel evaluated cach proposal objectively and

SAr FRANCISCO INTERRATIONAL ARFC2T - INTERNATIONAL TEZMINAL, NO. SHOULDER BLOG., 5 FLOOR
P.O. Bcx 8097 - San Francisco, CALFORNiA 94128
RECESTION! {650) B21-3083 - Facuwmite: (650] 821-5086
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CITY AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATIORNEY

Letter 1o Gabrielle Brusgel
Page 2
Qctober 24, 2012

consistently with the RFP crileria. There is no evidence that the RFP process or the Review Panel's
decision was arbitrary, capricious. or lacking in support,

JCDecaux is correct it stating that the MAG score of 30 poinls was assigned using a specific
methodology. The methodology used was a rational, objective, and [air system to assign points in
the MAG sub-criteria. Here, the highest MAG otfer received the full 50 potats and the remaining
{and lower) MAG proposals received a proportionally lower scote. This methodolegy is standard
practice, both at the Airport and the greater industry.

Under this methodology, Clear Channel received 30 points because it submitted the highest MAG

offer of Ten Million Dollars (S10,000,000). JCDecanx's: MAG offer was Eight Million Five Hundred

Thousand Dollars (§8,300,000). To appropriale a proportionale score, Airport staff divided

JCDecaux’s MAG offer by the highest MAG offer and muttiplied the result by the wtal points

possible under this criterion (88,500,000 + $10,000,000 = .85 x 50 = 42.50). JCDecaux tierefore

received 42.50 points. Another way to articufate the methodology is 85% of the 50 points, which is
5U points.

Further, the methodology was not applicd after the fact or contrary to the RFFP, as slaimed by

JCDecaux. Airport staff thoroughly discussed and explained the methodology at the informational

conference of May [0, 2012, JCDecaux attended this mecling 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 hundredil) of a point. ‘The difference, which is immaterial,
amounted to a difference in rounding methods.

Assuming the Afrport used JCDecaux's system, the other proposers would have also received an
additional hundredth point, thus making JCDecaux's revision lo the points immaterial to the outcome
and ranking of the proposals. Indeed. cven if the Airport rounded only JCDecaux's score to the
funid e.dth, 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 aiport settings. The panelists were impartial and
weré sereencd for any conﬂu,l of fnterest. 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 sel forth in the RFP.

Although the.panel was nol utanimous on every point, two of Lhe three panelists scored Clear
Channel the highest overall. P2 scored Clear Channel lower in some arcas but highest in advertising
mediums and revenue potential. There is nothing in P2's scores to indicate anything improper in the
scaring process. Note that California couits give the greatest possible deference to the agency's bid
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CITY AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATIORNEY

Letter to Gabrielle Brussel
Page 3
October 24, 2012

evaluation. (See Mike Moore's 24-Flour Towing v. Cige of San Diego (1996) 45 Cal. App. 4th 1204,
1305-1306 (1996)). A review is imited to an inquiry into whether the decision was arbitrary,
capricions or entirely lacking in evidentiary support. (See Gitizens for Improved Sorrento Access,
Inc. v. Gity of San Diego 118 Cal. App. 4th 808, §14 (2004)). Contcntions that the scores are
improper or questionable constitute mere disagrectment with the evaluation, and are insufficien 10
establish that the evaluation is unreasonable, arbirary, or capricious. (See Cube Corp. v, United
Stares 46 Fed. Cl. 368, 386 (2000)).

There is no evidence Lo support a finding that P2 Scorer’s evaluation was arbitrary, capricicus, or
lacking in support.

4, Clear Channel’s MAG Offer is Contmercially Unreasonable and Coustitutes a
Financially Irresponsible and Illusory Proposal.

Airport Response. Under the RFP terms, each propaser determines the achicvable gross sales and
submits 2 MAG offer. The Airport accepts Clear Chamnel’s commiunent to fullil) its MAG offer of
Ten Million Dollars. The Airport has no reason 1o believe that Clear Channel's proposed MAG s =
anyvthing other than commereially reasanable. Througl the enforcement of the Lease, the Alrport -
will hold Clear Channel accountable to meet its MAG obligation, as the Airport does for all of its
concession lenants,

Since this particular claim suggests that Clear Channcl is financially unable to meet its MAG offer,
the Airport invited Clear Channel to comment on this discrete issue. Please see the attached Jetters.
Given the financial information and representations contained in Clear Channel's proposal, as
highiigited in Clear Channel's response to JCBecaux's protest, the Airport is satisfied that Clear
Channel is ready, willing, and able to mect its MAG obligations as proposcd.

* L3 ¥ & x

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 Divector intends to recominend
to the Airport Commission award of the Lease to Clear Channel at its next regudarly scheduled
meeting of Tuestay, Qctober 30, 2012,

Sineerely, M
David Serrano Sewdl|
Deputy City Attorney

Enclosurcs

ce: Johi L. Martin. Airport Directar
Sheryl Bregman, Aiport General Counsel
Leo Fermin, Deputy Alrport Director
Cheryl Nashir, Assistant Deputy Direcior
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City AND COUNTY OF SAN FRANCISCO OFFICE OF THE CiTY ATIORNEY
DENNIS J. HERRERA DAVID SERRANO SEWELL
City Attormey ' Deputy Cily Afforney

Dire¢t Diar, (450} 821-5075
Email; david serano-sewel@sigov.org

October 22,3012

Michael O’Brnien

Operations Counsel

Clear Channel Qutdoor — Americas
2325 E Camelback Road, Suite 400
Phoenix. AZ 85016

Re:  Response by Clear Channel Quidoor, Inc. o0 Issue Raised in Protest Letter filed by
JCDecaux .

Dear Mr. O Brien:

We undersiand tha T nedoing bust as Cle

Afrports (Clear Channcl), is in receipt of the protest letter filed by JCDecaux (JCD) of the
proposed lease award 1o Clear Chanel by the San Franeisco International Airport (Airport)
under that certain Request for Proposals (RFP) for the Airport Advertising Lease (Lease). An
additional copy is enclosed for your reterence.

The JCD protest letter outlines four reasons in its requests that the Airport set aside the
propased award to Clear Channel in lavor of ICD, including: “4. Clear Channel's MAG offer 15
Commiercially Upntreasonable and Constitutes a Financially Irresponsible and Illusory Propasal.”

We invite Clear Channe! to respond 10 JCD's protest, specifically with reference to item
"number four. The response is due by the elose of business on Tuesday, October 23, 2012.
Kindly address your comments to the undersigned.

Finally, please note that this leuter constitutes neither notice of award nor intent to award
the Lease. The Lease is subject (o the upproval of the Airport Commission and the Board of
Supervisors for the City and Counly of San Francisco, cach acting in their sole and absolute
discretion,

Very truly yours, '

DENNIS J. HERRERA
City Attorney '

N\ Dot S on
David Serrano Sewell
Deputy City Attornicy

SAN FRANCISCO INTERNATICNAL ARPORT « IWISRANONAL TermiaL, NO. SHOuLDER BLDG.,, ™ FLOGR
P.0. Box B097 . San Frascisco, CalFoRMA 94128
| Regeenon: (630) 821-5083 - FacsmiLE: [650) 821-5064
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2325 Last Camelhack Rond, Suite 400, Phoenix, AZ 85016
TA0LIKT, 5700 F 6025815781

Qutober 23, 2012

David Serrano Scwell

Deputy City Attorney

San Francisca City Attorney’s Olfice
San Francisco International Airport
International Terminal, §™ Floor
P.Q. Box 8097

San Francisco, CA 94124

RE: Response 1o JCDecatix Protest Letter dated Qctober 17,2012

Dear David,

Per your request in your letier dated October 22, 2012, Clear Channel Qutdoor, Inc., dib/a Clear
Channel Atrports (“Clear Channel™) is wriling this letter i response ta the Letter from JCDecaux North
Ameriea, Inc. (“JCD™), dated as of October 17, 2012, Re: Protest to Proposed Contract Award to Clear
Channel Alrports (the “JCL Protwest Letler™), ’

" In particular, we would like fo 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 leels that the award of the Airpont Advertising Lease (the “Loease™) was in
fact commercially repsonable.

First, in order to respond to any request for propasals which could potentially resulft in a contract
similar in size and scupe 10 the Lease, Clear Channe) undertakes a rigorous evaluation progess,
tncluding financial. legal and operational review, As part of the substantial and detailed financial
revicw, each such contract must meer minhmum internal rate of return thresholds which have been set
by Clear Channel’s executive leadership weam and boatd of directors. This internal rate of relurn
requirement applics fo any novs opporlunity the company explores; if a conwact does not meet this
requitemient, Clear Channel will not respond. In the case of the Lease, Clear Channel’s intemnal rate of’
relurn requirements were mel when factoring in all aspects of Clear Channel®s bid, including the MAG.
Additionally, for a contract which would-obligate Clear Channel for $25 million or more in guaranteed
expenditure, as the Lease will, Clear Channe! must obtain board of direclor approval. Clear Channel
thus was required o, and did, obtain the requisite board approval for the Lease, This comprehensive
financial analysis by an Industey-teading and experienced operator negates any argument that Clear
Channel’s MAG offer was commercially unreasonable or financially irresponsible. Of course, Clear
Channel also complicd with all financial requirements of the RFP, including providing financial
statemenls showing the ability to meet MAG abligations, as well as posting the required hand (o secore
all such obligations.

slostenanids # e
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%ccbnd JC‘D pozme o u(hu szimples whc.rc. Ck.,u' (.lwnnt.] has‘ onbid them, namely in the cilies of
San Jose and Scattle. In regards o the Lease at hand, these other city contracts are, quite frankly,
irrelevanl, With that said, it should be noted that Clear Channe! has not defaulted on cither of the
aforementioned contracts, Morcover, throughout its long and successful lenure as the advertising
concessionaire at SFO Airport, Clear Channel has never defaulited on any of its payment obligations. [t
should also be noted that, contrary W JCI)’s position itt the JCI Protest Letter reparding “loss leader”
contracts, Clear Channel has no inteniion af losing any money on the Lease. On the contrary, any
farecast of u loss on the transaction would have precluded Clear Channel from responding to the REP
based on its own internal financial criteria and board approval requircments.

Third, Clear Channel’s MAG for the Lease was basee! on, among other things, forward-looking revenue
assumptions and new producis. As an experienced advertising conccssienaire at. SFQ Airport and in
other large airports across the comntiy, Clear Channel is in the best position to determine what it feels |
would be a reasonable estimate of its funnt revenue for an advertising program.

Finally, as the largest operator of airpurt advertising concessions in the United Stales, Clear Channel
evaluates oppartunilies such as the one pu.samed by ﬂu, Lease both mdmdmll) and in the context of
its entire business portfolio. As reflocled imits 7 ibutes_great value not only 10
SFO Alrport an its own, but also to having $FQ) An po:( as a part of its overall advertising program.
SFO Airport is a key stratcgic market in Clear Channel’s stable of airport adventising locations, and an
importan! part of its pitch lo advertising clients seeking national presence in'major hubs across the
country. Thus, Clear Channel is more than willing (and able) to pay a premium amount to retein the
concession at SFO Abrporty which it considers one of the premium airports in the country.

- In conclusion, the assertions set forth in the JCD Protest Letter are unsupporled. The MAG Amomt
was allacated 50% of the tatal puints available in the scoring criteria; Clear-Channel vesponded
accordingly and took inte consideration the weight attributed to this aspect of its response, As
detailed above, Clear Channel’s bid lor the 1.case was both commereinlly reasonable and financially
responsible. HC1's Prolest Letter shauld be disregarded, and the award of the Lease (o Clear
Channel should stand. If you have any [urther questions regarding this matter, please do not hesitate
1o contact mc at the above-listed contact information. Thank you -

Sinccwl ¥,

Sara l.ee Keller
Executive Vice President & General
Counsel

ce: Leo Formin
‘T'oby Sturek

R O P PRITITSION SR FIEN
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CITY AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATTORNEY

DENNIS J. HERRERA DAVID SERRANO SEWELL
City Afforney Deputy City Attorney
Direct Diatl: (650] 821-3075
Email; david.serano-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 hehalf, 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 Qctober 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

David Serrano Sewell
Deputy City Attorney

SAN FRANCISCO INTERNATIONAL AIRPORT - INTERNATIONAL TERMINAL, NO. SHOULDER BLDG., 5™ FLOOR
P.O.BOx 8097 - SAN ERANCISCO, CALIFORNIA 94128
RECEPTION: [650) 821-5083 - FACSIMILE [650) 821-5086
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CitYy AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATTORNEY

cc: Yohn L. Martin, Airport Director
Sheryl Bregman, Airport General Counsel
Leo Fermin, Deputy Airport Director
Chery] Nashir, Assistant Deputy Airport Director
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Quadra & Coll, LLP- T

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. Carlton B. Goodiet Place
San Francisco, CA 94102-

Re: JCDecaux 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, AsT indicated,
we are secking ah amicable and fair resolution of our stated cdncerns 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. Assuch,
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
reconimendation frém the Airport Commission Secretary, JCDetaux will renew ifs protest to the
awatd recommendation with the Clerk of the Board. We will request thé President of the Board
to first refer the protest to the Rules Committee for adjudication, since that is the Comnmittee
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 Commiitee by the Board for detemmination
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 ablé 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 ifs recommendation to the full Board of Supervisors for action,
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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.

As we discussed at our meeting on Dacember 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, 6ur sole interest is to ensure faimess in the cornpetitive
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 recormmendations.

Regards

Crl >

James A. Quadra

‘ce: Marisa Moret .
Bernard Parisot
Stacey Kodak
Chris Moscone
Mara Rosales
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San Francisco International Airport

November I, 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 {o 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 (hereinafter referred to as the "Disclosure Request"),

The Disclosure Request is styled as an Immediate Disclosure Request under the City’s Sunshine
Ordinance. But il seeks a multitude of documents; the totality being exlensive 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-
cxempt records 1o you as soon as reasonably possibie.

As to the first item requested, the "Clear Channel Airports' (Clear Channel) proposal submitted i
response 1o 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, JCDecaux's, and Titan's propesals
will be made available after the Board of Supervisors awards the lease coniract. See Admin, Code Section
67.24¢e)(1).

The Airport will make all reasonable efforts to produce those readily available documents songht in
the Disclosure Request on a rolling basis. As responsive documents become available following their review,
my stafl will contact your office by email for retricval. 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. Asa professional courtesy, your office may submit payment for the copying costs for the
previous retricval of documents, please advise if this fs acceptable.

Do not hesitate to call if you have any questions.

Sincerely,

fo

Les Fermin
Deputy Airport Director
Business and Finance

cc: John L. Martin
David Serrano-Sewel]
AIRPORTY COMMISSION OITY ARD COUNTT OF SAN FRANCISCO

ERWIN M. LEE LARRY MAZZOLA LIHRA 5. CBAYTON ELEANOR JOHNS RICHARY L. GUGGEMIIAGE FETER A. STERN JOHNK L. 8RARTHY
MAYOR PRESIDENT VICF BRESIDENT BINPORT DIRECTOR

Past Office Box B097  Szn Francisco, Californiz 94128 Tel 650.831 .Soxioo -732650.821.5035 wwwflyslc.com




b PROCEDURAL TIMELINE

April 2012

May 10, 2012

May 23, 2012
luly 17, 2012

July 27, 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

Ly - . ’ .
modificationof the RFP-allegedly givenatthe 5/10 Informal Conference regarding

September 5, 2012

October 11, 2012

October 17, 2012

October 18, 2012

October 24, 2012

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 ICDecaux’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 methodaology 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..
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PROCEDURAL TIMELINE
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.

October 26, 2012 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.

October 29, 2012 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 ICDecaux’s argument that the RFP evaluation criterion was
misapplied, but does not address the prohibition against oral amendments of an
RFP. 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.
October 26, 2012 JCDecaux renews protest to 'c_zward of lease to Clear Channei to Airport Commission.
October 30, 2012 Airport Commission approves award of Airport Advertising Lease to Clear Channel.
November 1, 2012 In response to a Sunshine Ordinance request by RLP, Lec Fermin, SFO Deputy

Director for Business, stated that certain requested documents “will be made
available after the Board of Supervisors awards the [ease contract.”

December 18,2012  JCDecaux meets with City Attorney Dennis Herrera.

December 21,2012  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 ICDecaux’s sole interest is to ensure fairness in the competitive process.

January 18, 2013 The City Attorney’s Office, through DCA lon 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.”
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PROCEDURAL TIMELINE

SFO AIRPORT ADVERTISING LEASE RFP

February6, 2013 Airport Commission forwards proposed resolution regarding its award of lease to
(approximately) Clear Channel to Board of Supervisors for action.
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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
fevel 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 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 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, SFQ 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.
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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-590 (11-07)
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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 commiitee 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
mus! 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.  Sclection 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
requirernents will be evaluated by an evaluation committee. The Alrport intends to evaluate the proposals
-generally in accordance with the criteria itlemized below. The Alrport reserves the right to interview any
number of the proposers with the highest scoring propoesals by the commnittee 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.

¢.  Campliance 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.

AIR-590 (11-07) Page 12 May 28, 2008
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d.  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 enhancernents and expansion
capability.

e.  Quality, thoroughness and logic of preliminary installation plan, meeling the
requirements outlined in Appendix C, Secfion 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. : '

f. Preliminary system testing plan.

g.  Extent and duration of warranty for the DAS and all its components, including
equipment, hardware, software, services and all other jtems necessary or proper for,

or in¢idental to operafing and maimining the systemr inaccordanee-with-the
performance specifications.

h.  Proposed Operation and Maintenance Plan.

Work plan and schedule.
iR Experience, ability and willingness to work collaboratively with a potential non-
cellular prime contractor (see Appendix C,; Section 7.1).
2. Assigned Project Staff (200 points)

a. Rece‘.nt experience of staff assigned to the project and a description of the tasks to
be performed by -each staff person;

b.  Professional qualifications and education; and

c.  Workload, staff availability and accessibility.

3. Experience of Firm and Subconsultants (300 points)

a.  Expertise of the firm and subconsultants in the fields nccéssary to complete the
tasks;-

b.  Quality of recently completed projects, including adherence to schedules. deadlines
and budgets;

¢ Experience with similar projects; and
AIR-5%0 (11-07) . Page 13 May 28, 2008
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d. Results of reference checks.

4, Fee Proposal (100 points)

SFQ’s selection will not be made solely o the basis of the [pwest 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 fotal 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&V
will have 10% of the total weight. The proposer with ihe 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 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 muliiplied 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 1o invee au;

' 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 categorics fo 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 plesentcd
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.

AIR-390 (11-07) Page 14 ‘ May 28, 2008
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- : . R San Francisco International Airpart

Reqguest 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

Batessued;
Wednesday, October 26,2011 Hon. Larry Mazzola, President
Pre-Proposal Conference: Hon. Linda S. Crayton, Vice President
Tuesday, Novernber 8, 2011, T0:00 AM Hon. Eleanor Johns
Proposal Deadline: Hon. Richard . Guggenhime

Hon. Peter A, Stern

Tuesday, November 29, 2011, 3:00 M

AIRPORT DIRECTOR
: _ John L Martin
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"~ Digét Ldbor only inclide that | partion of costs relatcd to the direct Iabor salary or
wages incurred. :

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 mstances other costs such ag
general hablhty insurance. may be 1nc1uded :

e) The ‘total "Indirect Costs" compnsmg the not—to-exceed amount are: mdn‘ect
labor, fringe bénefits, payroll additives, operatmg expenses (matenals supphes
sundries and bonds); and general and administrativé expenses. The cost of outside

- and contracted services is not to be included in the indirect cost pod] for
computing the indirect cost ceiling or the Fee. The cost of contracted services and
services provided by third parties such as janitorial, 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 the Prevailing Rate of Wages
Ordinance No. 3-03 (San Francisco 4 a’mznzstratxve Code Sec.21C.3, Appendix C).

E) Proposcd Management Fee as 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.

h) A Guaranteed Maximum Price (GMZP') coﬁsmtmg of total 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.

IV. 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 baséd 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:

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 continuous experienice 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 taintenance on systems
components, including ticket issuing machines, loop detectors and actuated gates, and cashier
terminals; and
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" A minimim of 5 years verifiable, confimious expenence - withif the last’7 years managing Y ' E
staff of at least 60 full-time employees. E

It is mandatory that the individual, partnership, joint venture, corpdration, or the officers or
principals thereof, submitting a proposal, either as presently constituted or existing as a result of g
some business reorgamzatlon or executive affiliation, Have. the'dbove fiinigium quahﬁcatwns If [
such is found not to be the Case, any proposal submitted by any such individual, pa.rmcrshlp, joint
venture, or corporation may berejected. Iri the case of @ -proposal subrmtted 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 j ] oint venturc must possess said minfmuni qualification.

B. Selection Criteria

Airport staff will screen the proposals to ensure the Proposers meet the niinimum quahﬁcatxon )
requireinents. Proposals that meet the minimum quahﬁcatlons lel be evaluiated by an ¢valuation CE
committee with expertise in Airport Operations, Parkmg Managemient or. other related activities. ) [
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 posmble pomts for the evaluatlon process; 150 for the vmtten evaluation E
and 50 for the oral interview. All scoring will be cumulative. ‘ :

In the event 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 detenmine the highest ranked proposer.

The descriptions followmg each evaluation criteria are provided as a guide and are not . E
intended to be comprehensive,

1. Written Proposals 150 Points Maximom

Evaluation Criteria . Maximuin Points. E
Qualifications: _ ' ) @5 Points) ‘

Recent relevant fimm experience, extent of expertise, and review of proposed local and: oﬁ‘—sﬁe ' E

_ ... . management team including, but not limited fo, experience with comparable parking _ &

‘operations and a description of tasks to be performed by cach staff p person.
Operating Plan: ) . (25 Pomts)

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 firture conditions should
be well reasoned and show a clear understanding of operational requirements. A transition

plan must be included to demonstrate proven experience: in effecting smooth transitions from .
incumbent parking contractor.
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" Maintenance Plax:

— (15 Points)

The proposed Maintenance Plan will be evaluated bagsed upon its streéngth, scope and its
probability for continued success in keeping the Airport’s parking facilities well maintained,
clean and welcoming. The plan should i incorporate strategies to ensure annual deep cleanings
oceur.for each public garage and maintenance Jssues are addressed proactwely

Safet) and Secunty Plan' . ) ) (15 Pomts)

The Safety and Sccunty Plan will be evaluatcd bascd ‘upon Is ablhty to provide a safe and
secure environment for cur 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 Arport’s parking assets, including parking eduipinent and facﬂlty suiveillance.

Customer Service and Marketing Plan: ‘ g (15 Pomts)

The Customer Service and Marketing Plan sbould inclde proposed methods for enhancing
level of customier sérvice, maintaining high employee morale, increasing public parking
facility patronage and netrevenues. The plan will be evaluated on how creative and
mnovative it is as well as how well it responds to the abave criteria.

Financial Qualifications: (10 Peints)

Strength of a proposer’s f inances will be based on the financial statemints. Nature and
quantity of outstanding litigation against proposer will also be revxewcd and evaluated.

Fee Proposals wﬂl be zanked based on the lowcst proposal offered. Fee proposals will be
.evaluated using Net Present Value caloulation-of the ﬁvc-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;Eity'is the lowest Guaranteed Maximum Price
proposed. The lowest Giaranteed 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 rcsult by thc raximum number of
points assigned fo the Fee evaluatwn criteria. .

" An example of the scoring of the Fee Proposal would be: if a total of 45 points are assigned
to rate fee proposa]s 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 poirits ($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).

Proposal #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 Proposcd 100% ) 67% - TA

| Points Awarded : . 45 I 30

AIR 590 Federal (11-07) 21 of 33 Contract 9121, October 2011

S £ L




2. - Oral Interviews ' 50 Points Maximum

The two highest ranked proposers will be invited to participaté in an oral interview and
presentation of their proposals with the evaluation committee. Oral inteiviews 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 dral interview, and any follow-up or clarification questions

" from the Evaluation Panel. The Evalnation Panel will evaliiate oral interviews in accordance with
the same criteria for the written proposals Proposers invited to the interview, along with
membeérs of proposed sithcontractors and its proposed management feam wxll be required to
appear before the Evaluation Panel. Questions from the Evaluation Panel may be directed toa
specific member of the Proposer s teamn. After the interview, the oral score will be added to the
written score to derive a final score for those highest ranking Proposers invited to the interview.

3. Bestand Final Offer

In the évent that the scores of the highest ranked proposers are within one percéntage point of
each other’s combined score, the City will request a Best and Final Bid of Management Fees fo
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.1's score is within one percentage point of Proposer No. 2'siscore (185/184) 4=
0.5%. In'this example thie City would ifivite the tdp two proposers o’ §ubinit 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 five-year Management Fee offer would be deemed
the highest ranked proposer.

V. PRE-PRbPOSA.L CONFERENCE AND CONTRACT AWARD

A. Pre-Proposal Conference

Proposers arce encouraged to atiend a pre-proposal conference at 10:00 s.m., Tuesddy,

November 8, 2011, at Ajrport 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 Security Checkpoint for the “G”
boarding gates next to the CNBC News store.

This conférence prowdes an opportumty o ask- questlons and seek clarifications. Any avallable 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 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.sfeov.org/OCABidPublication/. No-questions or requests for mterpretatlon will 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 resources, reputation, experience in performing similar
work , as generally described below. :

Step One: The SFMTA will evaluate each writien Proposai 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 be
totaled, and the resuit 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 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.

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.

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 oral 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 oral inferview and presentation (20
point maximum). The SFMTA will total individual the evaluation scores from all
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 = [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 info negotiations with other qualified firms in the order
of their ranking. SEMTA 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 followmg criteria:

A. Proposal (5 points maximmum): 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 tunnel and fransit construction; consulting team'’s
compaosition, structure, rolesffunction; team’s qualifications in providing
OCIP services.

C. Project Organization, Key Personnel and Staffing Ability (20 points
maximumy): Evaluation of the Proposer's team organizational and
management structure in managing the sub-proposers, staff, tasks and
quality; ability fo 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 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 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 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 aftending 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 virtually 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 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.

R e T e L TR s e e S L e R e S e B S R R T N e i R I N S T B S I B R R TR s et
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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 Miilion

Million.

Goals.. 7

Certified Airport
Concession
Disadvantaged Business
Enterprise (ACDBE)
participation (including
Disadvantaged Business
Partners (DBE)

 Davis & Associates, a full-service communication
agency who would be responsible for Local and
Regional Sales.

*» 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:

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:

¢ Partnership with San Francisco Travel to feature
promotional materials at the Airportas well asin
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
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of San Francisco which will run domestically and
internationally.

‘A partnership with GateGury, 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
o 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 o
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 Frandscan 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, AERSTREAMRADIQ is the perfect
response to passengers’ admitted need for a little

JCDecaux DBE/Local Business Proposal
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time to relax and decompress post-security or
between flights. And because it is ‘commercial
radio’ supperted 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
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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.

ICDecaux DBE/Local Business Proposal
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Rosares 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 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 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.

435 Caiforaia Strect, Suite 650 « Sin Francisc, b4 4101 » 11151 988- 760 lfice « (1151 76- (510 Pay
www.rosaleslawpartners. com
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Summary of Clear Channel Practices at San Jose International, Oakland L. _.mational, San Francisco
International (SFO) and City of Los Angeles

~Date: February 7, 2012
Page: 2

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 I1

Norman Y. Mineta San Jose International Airport - SJC
1701 Airport Boulevard, Suite B-1130

SamJose, CA 95116
408-392-3683 - phone
408-441-2617 - fax
seturner(@sjc.org

OAKLAND

The Airport issued an RFP for an in-terminal advertising contract, which allowed proposers to
offer a MAG.? 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 aiso
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 Qakland’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 relief’, 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
jdeutsch@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 Apnl
1,2012 to March-31, 2013.

As aresult of the decline in travel due to the September 11, 2001 tetrorist attacks, SFO 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. 1 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.
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Summary of Clear Channel . . .ctices at San Jose International, Oakland . .rnational, San Francisco
International (SFO) and City of Los Angeles

Date: February 7, 2012
Page: 4

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 husiness advanfages 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 digital display. Such permits violate the
Los Angeles municipal code.

In August 2008, Summit Media LL.C, another outdoor sign company, sought a writ of mandate to
order the City of Los Angeles to set aside this seftlement agreement because it was “an invalid,
illegal and ultra vires act.” It also requested the revocation of all permits and authorizations
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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Rosates Law Partners LLP

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 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. Irequest that you provide a courtesy copy
to each ofthe other members of the Board of Supervisors. 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.

Sincerely,

MER/mp
Enc. -

433 California Street, Suite 630 * San Francisco, CA 94104 * (415) 986~4760 Office * (415) 7664510 Fax
www.rosaleslawaarmers.com
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RosaLgs Law Partners LLP

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 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. 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 not hesitate to contact me at 415.986.0523 should you have any questions about this
matter.

Sincerely,

MER/rp
Enc.

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




RosavLes L.aw ParTners LLP

February §, 2013

Mara E. Rosales
mara@rosaleslawpartners.com

Honorable 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. (“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 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 g4104 * (415) 86-4760 Office * (415) 766-4510 Fax
www.rosaleslawpartners.com




Hon. David Chiu
Hon. Dennis Herrera
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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 reguires
that the Lease be subject to a fair competitive process.

* 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 Systemns (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.)

1101




Hon. David Chiu
Hon. Dennis Herrera
February 8, 2013
Page 3

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 L)

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 specificaily
reserved the right to accept a proposal other than the highest financial offer. (RFP, Part I1l. 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. (Zaylor 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 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, teases amd

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 c/o Jean Caramatti, Secretary
Sheryl Bregman, Airport General Counsel
Bernard Parisot, Co-CEQ, JCDecaux
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EXHIBITS
TO

JCDECAUX PROTEST OF AIRPORT COMMISSION PROPOSED AWARD OF
ADVERTISING LEASE TO CLEAR CHANNEL

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

B. JCDecaux protest documents presented to Airport Commission on October 26, 2012
C. 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

D. October 29, 2012 Letter from City Attorney responding to October 26, 2012 Rosales Law
Partners letter

E. December 21, 2012 Quadra & Coll, LLP letter to City Attorney
F. RFP Procedural Timeline |

G. Clear Channel’s history of contract modifications at SFO

H. Excerpts from RFPs setting forth scoring methodology

1. JCDecaux Local Business/DBE Proposal and Chart

J. Summary of Clear Channel’s practices at other Airports
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San Francisco International Airport

October 11, 2012

VIA EMAIL Bernard.parisot @jcdecauxna.com
AND AND U.S. MAIL

Bemard 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)

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

Past Office Box 8097 San Francisco, California 94128  Tel 650.821.5408 OFBx 650.821.5005 www flysfo.com
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Gut of Heme Merla

JCDecaux

Jean Caramatti QOctober 25, 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
Lease to Clear Channel Airports

DCEI }V.LS‘WW. P & ‘GH":

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
ta award o Clear Channel Airports.

In short, JCDecaux's position is that Clear Channel Airport is not entitled fo 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 attachmeénts be made part of the Commission’s
records. '

Sincerely.

Bernard Parisot
Co-Chief Executive Officer

ce: Mara E. Rosales

JGDecauyx North America, In¢,
3 Park Avenus, 33 Floor - New York, NY 10016 - USA
Telephone: 546 834 1200 - Fax: 646 834 1202 - www jcdecauxna.com
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:
JCDecaux

]

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

Leo Fermin Qctober 17, 2012

Deputy Airport 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 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 niot been scored in a manmer consistent with the
Evaluation Criteria specified in the RTP.

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 Chanrel’s Minimum Annual Guarantee (MAG) offer is
commercially unreasonable and should be rejected as a financially
irresponsible offer.

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

JCDecaux North America, Inc,
3 Park Avenue, 33 Floor - Naw York, NY 10016 - USA
Telephone: 646 834 1200 - Fax: 646 834 1202 - www.|cdecauzna.com
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JCDecaux

1. Misapplication of RFP Evaluation Criteria

The RFP plainly states the controlling evaluation and award process. It describes
four principal componeénts 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 I1, par. 6. c. “Evaluation Criteria, Minimum Annual Guarantee Offer,
and Financial Pro Fornia”; Part Il “Evaluation and Award Process”.) The RFP’s
“Evaluation Criteria” is more specifically set forth in Submittal 4. Submittal 4
deseribes-how the seoring points will be applied during the evaluation of the

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 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 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.
“orade” a proposer receives may vary from panelist to panelist within reasonable
parameters. By contrast, the Minimum Annual Guarantee criterion is stated
simply as a quaniitative category. Any MAG offer consistent with the REP’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 scote
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: 546 B34 1202 - www.|cdecauxna.com
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was required to provide notice to the proposers in the RFP. Applyihg 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, Iric 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 purports to set forth
{he scores received for cach proposer. The “Weighted Points” totals for sections
2 and 3 were miscalculated. JCDecaux should have received [4.34 points for
section 2 and 11.54 points for section 3. When added, together with the section |
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 averall 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 ICDecaux’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,
ICDecaux’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 Fioor - New York, NY 10016 - USA
Telzphone: 546 834 1200 - Fax: 646 834 1202 - www.jedecauxna.com
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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, 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
rednctions in their fees obligations for all of their contracts, exeept 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 Unreasonable and
Constitutes a Financially Irresponsible and Ilusory Proposal

Clear Channel is the incuumbent on the current SFO Advertising Lease. Tts
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 $10M
MAG offer for the new Lease oppartunity 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 Alirport’s estimate of a reasonable market based minimum bid. These
facts strongly support a conclusion that Clear Channel is knowingly attempting
o “buy” the award of the Lease unfairly by overbidding,

A confractor who tentionally averbids 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
Adirport 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

JCDecaux North America, Inc,
3 Park Avenue, 337 Floor - New Yark, NY 10018 - USA
Telephone: 646 834 1200 - Fax: 646 834 1202 - www.jcdecauxna.com
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IV, par. 13.¢: [Airport Commission has right to “[t]equest a credit report and
additional financial information from each Proposer.”]

Irrespective of that “cesponsibility” 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 Channel bid $4.075M in MAG for the advertising concession 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 International
Alrport, 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% dceline in the first half of 2012. Under
California law it is against public policy for a company to win a public confract
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 —
e.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 fo
the award of the Lease.

eCallX

CONCLUSION

When the RFP’s scoring criferia 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,

( N f M
'\Ga%riell'e Brussel

Executive Vice President, Legal Affairs and General Counsel

cc: Bernard Parisot

JCDecaux North America, Inc.
3 Park Avenue, 33w Floor - New Yark, NY 10018 - USA |
Telephone: 646 B34 1200 - Fax: 646 B34 1202 - www.|cdecauxna.com
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RosavLes Law ParTnERs LLP

October 26, 2012
Mara E. Rosales
mara@rosaleslawpariners.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 Dendal 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 Channel™) response to the.
protest letter, upon which you rely, does not address the key issue addressed in the protest letter,
namely, Clear Chaunnel’s irresponsible pattern and practice of bidding higher than a reasonably
achievable Minimum Annual Guarantee (“MAG”) at sister airports and thereafter seeking MAG
or economic 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 I, para.4.)

Al 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
statermnent 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) 986-4760 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 ...”, where
“questions will be addressed” and “any new information will be provided...” (RFP,
Part [T, 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,..” (/d.)

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 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.’ci‘i1 359, 368-9 quoting Vafley 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
impottance 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 Jllusory Proposal

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

S b '



David Serrano Sewell
October 26,2012
Page3

by its financial proposal today dees 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 Intermational Airports which confirm that Clear Channel’s promises at contract
award are unreliable precisely because, ag 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 pltch” to obtam advertxsers in 1ts advertlsmg network. It appears that

Clear Channel also \r'nmi se to other ‘Rav Atea

airports its ability to successful]y market their airports. These busmess 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. '

Sincerely,

‘ MaraE RosAles
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
Bernard Parisot, JCDecaux

1115



SAN JOSE INTERNATIONAL AIRPORT

1116



Distribufed on;
NOY -9 201

% . Clty Manciger's Offlce
SANJOSE .~ . Memorandum

CAPITAL OF SILICON VALLEY

SENT TO COQUNCIL:

TO; HONORABLEMAYOR 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 -7 /Z_‘—‘ ‘ Date /.7,

INFORMATION

During the October 25, 2011 Council Meeting, Councilmember Rocha asked the Airport Staff
for informatian on the timing of the negotiations with Clear Chaunel Advertising and how often -
the Airport staff is meeting with them.

The Clear Channel 3rd Amendment was dropped from the Couneil Agenda dus to veceipt of
Clear Channel’s October 14 letter that again requested fo restructure the Agreement and reduce
the Minimum Annual 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 requjrements and
offéring them free office space that would notmally carry a charge of $64,879 per year. It's
impaortant to note that Clear Channel set thieir fipancial responsibilities under this contract
through a bidding process, fully aware of the business risks. In other words, it was not the City
that sef the MAG and other financial requirements but, rather, Clear Channel Addmonally, asa
self-sufficient enterprise operation, the Airport would have to shift any furthes financial relief
gtanted to Clear Channel to other airport tefiants, something staff believes is not appropriate
gwen the circumstances,

During the négotiatlex’;ﬁs‘ Wlth CIaar Chiannel, the parties (Clear Chaninel and Airport staff) apiesd
to these concessions on.the belief that Clear Channel was satisfied with them and would not seek
farthet reductions. After: receiving Clear Channel’s October 14 letter it became clear that was
not the case. We have written a respanse to Clear Chatinel explaining our position.

Staff i in regular contact with Clear Channel, Clear Channel typically comes to the Airport a
conple of times a year to.meet in persen to discuss ’then- concems with the MAG and request
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HONORABLE MAYOR AND CITY COUNCIL

Noveriber 7, 2011
Subject: Response to Couneil Refcrrgllﬂ-ZSdI-l 7 on Clear Channel

Papé 2,

" financial relief. The last meeting was on March 9,2011. 'We are certainly available to meet
mote ﬁ:equent[y, but this i all that Clear Chanriel fias réquested. 'We have always had an opeh

- dialog and will continus to do so.

s .
William E. Sherry, A.A.E:
Director of Aviation

For questions, p}eése contact Kim Aguirre at 408-392-3620.

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




NORMAN-Y. MINETA T
SAN JOSE ¢S

" INTERNATIONAL \
AITRPORT Lm.._, :

SILLICON VALLEV'S AIRFORT

November 4, 2011

Toby Sturek

President

Cleatr Channel Airports : .
4635 Crackersport Road T

Allentown, PA 18104

Dear Toby:

I response ta your letter dated October 14, 2011, in which you again requestedfo
westiucture our agreement, I simply cannot plOVldB you with additional financial relief, I
believe that I have addressed your coticerns in my previous letter to you dated August 3,
2011, but T want to respond 1o your latest letter, .

Tlie ¢uerent economie state of this country lias heen a suvprise 1o most observers and the
result at STC has been reduced flights and passengers. This has impacted the bottom line
of concessionaires and the Airport. The Afrport has taken drastic steps by cutting ifs staff
in half and requiring that reimaining employees take significant reductions in pay. Weare
not in-a position fo provide you with addilional financial relief.

- Please remeniber that the Airport has already provided Clear Channel with $4,297,349 in
finaneial relief and the City has offered to provide you witly an additional $296,000 in
savings by corisolidating your capital investinent requirements aud providing you with
office space free of charge that would normally rent for $64,879 per year, Thisis
contingent on you not pursning any further MAG reduetion, This will bring your total
financial relief to almost $5 million, a sighifican amownt that the Air pott was.sot
obligated to offer and 1mueh greater than any temporary relief provided to the food &
beverage unid retail concessionaires in Terminal A+

The City haspravided Clear Chantiel with premium advertising sites, many of which
remain yndevelopsd and vnderutilized, T addition, we amended the agigement fo
piovide Clear Chamel with new advertising sites without a corresponding increase in
MAG and withouf a minimum capital investment requireniéiit. We beliéve that these
additional sites are more {lian adequate to compensate Cléar Channel for any lost
adve: (mmg oppor(unities that may have resulted from the temporary inactivation of the
six gates in Terminal A+, and we hopie that yon will take advintage of these

oppartunities,

caver @r %
SANJOSE

« 1701 Akport Bonlevard, Siille B-1230 = SanJosé, CA D5110-1205 > Tel 40B392.3600 » Fax 4004434591 v vitaviipsanjssecem RO Mitione
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November 3, 2011 : . ,
Page2 .

The cutrent gate capacity in Terminal A+ will allow for expansion by existing airlines
snd provide space for new and relocated aitlines. Due to the growth of Alaska Airlines, .
and ihe unbalanced passenger traffic between the terminals, I expect thal Delta Airlines
will relocate fo Terminal At in the next few months. Based on the previous 12 months,
that will bring an additional 460,000 fotal passengers fo Termma] A+ when combining

Delia Airlines and its affiliates.

While the closure of the Ametican Anlines founge was disappointing to both you and ﬂm
Airport, llie lounge is-hot a condition of our agreement. However, you should be aware
that we liave begut working with ai avchitect to design a new common use lounge. In
eddition, one existing domestle airline and one potential international amhue have
Bxpxesch interest iy exclusive lmmges of thelr owi.

As always, thank you for yourcontinued understanding and cooperntion, Should you
have any questions o would like to disouss these issues furtlier, plesse feel h'ee to contacl

me.

Sincerely.

William F. Shery
Director of Aviation

Ce:  Mayor Clutk Reed
City Cotneil

Kini Aguirre
HDM\MI Y HIHET!\
SAN ‘L‘i :
tmanATIONAL \2 \ , e (R
A1RPORY - SANJOSE

SYLICoN VaLLEY 8 uu_nn-r 1703 Aliper! Boulevad,Sufte F-1130 + Sz st CA 951101206 - Tel 408.992,3600 ¢ Fax A0B4A42A501 » vawedysafosion)  ERTRALET AT
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4835 Crackersport Road, Allantown, PA 18104
T 610.395.8002 Toll Free 800.628.6800 F 610.,395.4450

Oclober 14, 2011 . - i HEO EIVED
M. BIl Sherry . - : . 0CT T 200
-Dirsctor of Avlallon ’ . s
Ban Joss International Alrport _ . Director of Avlatlon
1701 Alrport Boulevard, Slte B-1430. .. : San Jobe Intl. Aliport
San Joss, CA 85110-1206 . L R
Pear B, '

B

| was disappolnted fo recelve your lefter dated August 3, 20 ETFirig 5 rant € '
Alrpotis {CCA) MAG rellef conslstent with other concessionaires as a result of the gate closuras in terminal A+,

In your letter, vou Indicate that, unlike HOST, GCA was offered subsiltute concessfon spaee In olher locations.,
Unfortunately, allhough CCA was offered addlifonal lozations, that dass nal reciify the situation. In fact, whal has
oocurred as aresult of the compressed traffic flow is adveriisers can now reach the same numbéer of passengers
by purchasing less slgnage. Unllks Food and Bevarage concesslons, adverflsing doss not take money directly
from passengers. Duplicating locatlons In the same area only cannlballzes exlsiing adverilsing revenue sireams.
Addltlonally; relocating Inventory does not resolve [he fact that we are expiected to contlhue paying rent It an
grea that the alrport has reduced weekly flights from 147 to 14 or 88%. '

In our concession agresment dated July 1, 2007, CCAls contraclually obligated to pay & MAG for each Individusd
slgn locatlor. IFthe reductlon In flights and closure of gates Impact the area of which {hese slgns ars localed, how
can we possibly be expected to pay rent at 100% when trafflc has declined 88%? The aftachad map liustrates
the humber of edverlisitig locatidns Impacted by the gate closures. fh ffls parlisulsr space, CCA peys a tofal
annual lease cost of $1.2 million, To add to the matler, Amerlcan Alflifies closed thelr VIP loungsa In Terminal A+
and has no plans to relodate this prestiglods space, The Ametican Frequent Flyers ara a highty sought after
demographic whish attrects thie naflonel adverllssi. This area Is essenflal 10 our sales packaglng across all
terminals. The loss of thls particular space only magnifles our problem beyond the value of the MAG, In faet, the
loss of ihls space Impacls our lolal advertising sales program at SJC.

In Aprll 2011, we offered the alrport a proposal fo resiructure the confract that Included a $10 milllon one-time
lump-sum payment. Assumling we were-able 1o restructure the cohiract under those {erms, ffie clostrs of gates
In tefminal A+ would hot be an Issue. Howsvar, that proposal was simply denled, In fact, In both cases, (hete was
no negotlation or dlaloglie from alfpori staff as fo how a deal could be s'truclured,l

Bill, | resp_;eptfuily.request tiat this matter be serlpusly consldered. ] also request that you and your leam cansider
an open dlalogus wilh me to amlcably resolve this matter. As proposed In my letter dated July 19, 2041, 1 am

ST T S e o s S N S e e A




readily avaliable to meét directly with you and your team to resolve this matter expeditiously.
Thank you [0 gdvance for your ime and consideratlot. -

Respgctfully,

Toby Sturek
Ptesldetit, Clear Channel Alrports

ce:  Kimberly Jd, Agulrte, Chief Operating Officer, 8JC Alrpori
Mayor Chuck Reed ’
Peta Conslant, Gity Goungll, District 1
Ash Kalrg, Clty Councll, District 2
Sam Llccardo, Glty Goungll, District 3
. Kansen Chu, Clty Councll, District 4
. Xavler Campos, City Coungll, District 5
.- Plerlulgl Oliverlo, City Councll, Distict
Vice Mayor Madlson Nguyen, City Coungll, Distrlct 7
Rose Herrera, City Councll, Disfrict 8
Danald Rocha, Clly Councll, Dislilct 9
Nancy Pyls, Clly Councll, Distrlet 10-
Jerry Strangls, Strangls Properiles

«
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December 30, 2008 MMN GE

AIRPORT ADVERTISING

Mr. Steve Grossman
Director of Aviation
Port of Portland

530 Water Street
Oakland, CA 94607

RE: Advertising Concession Contract
Dear Mr. Grossman,

As you are aware, Alliance Airport Advertising participated in the spring 2008 advertising RFP
for Oakiand International Airport. Alliance held the highést 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 revepue
share, and all other components of the REP. Qur track record in other airports proves that with
only 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 higher score overall, the Committee
felt that our nearest competitor, Clear Channel Inferspace, 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 aixport and airline industries, and the overall economy have
weakened significantly.

We write today to advise that, if the Part or Airport is asked to recousider the MAG due and
payable by Clear Cliannel Interspace, we request tile entire conftract be reconsiclered. This is
sspecially significant in light of Alliance’s overall performance in every other category within
the RFP. It would be unfair to allow Clear Channel/Interspace ta reduce or change the payments
under the ferms of this agreement when Alltance was penalized only for a lower guaranteed

MAG.
Respec quy s, . P

s ]
,f\-,—"’:»" et 5‘5”:’/;% B
Shauna Forsythe -
President & CEO

el Skip Conrad, Mgr, Airport Properties
- Janet Deutch, Concession Manager, Airport Properties

8943 W. Russefl Rd., Sre. 150, Lay Vegas, NV 89148
{782} 362-47%7 Toll Free (B77) §08-9029 TAX (F0Z) 362-2501
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CLEARCHANNEL

AIRPORTS f Michael Riley

Presivlem

January 19, 2009 b

Mr. Marcel E. Conrad, |1l | DL EVER
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 fo many design revisions and continuing delays in the approval of Clear
Channel Airports’ display advertising fixture pragram 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

ClearChanuel Airpares

Annual Guarantee, which were scheduledto-beginupon-theinstallation 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 detall
drawings 1o 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.

I have aitached 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 néw program, we simply cannot sell those inventory
locations 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 1o the delays in
approvals and instailation 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, 2008. 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 presenied in our RFP response leads us
to make this unusual request.

475519701
G429 7378 Fax

600 Wese Chicaga Ave. v Suite 600 » Chicago. [L 60610 « www.clearchanuelairports.com
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| 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 o contact me with any
questions, comments or concerns. Thank you for your willingness to consider
our request.

Sincerely,

Micﬁaelm

Riley
President

TJS:sh
cc:  Toby Sturek

Sam Hart
Meredith Haggerty
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MEMO
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;

July 29, 2008: Meetihg 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; commenits returned from QAK
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;

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

- ——reqttired-anetherround of design adjustments subject to further review;

’ s November 18, 2008: CCA provxdm
© 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, propecsed layout of text and.
openings on the Hecyc[e Diorama and Directory un[ts comments
received by OAK staff via phone on November 27"

e 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;

e 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 12t

o January 12" Phone conversation with OAK staﬁ requesting approvals
and updating CNN installation and data inspection team to 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.

o 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 W @@ ﬂ @ W_H_@E

G600 West Chicago Avenue, Suite 600 Chicago, IL. 60610 Tel: 312.4753500 Fax:
312.642.7378
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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 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 tent. 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
committee 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 conmmon 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 n 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 Gc;ntract 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 <« 9532 Earhart Road + 510-563-3674 - MConrad@PortOzkland.com
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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 dsemed late
Jaguary 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: 1 am at (510) 563-3674. 1
remain,

Sincerely,

1&“( {4 wsE { ( (- )

Marcel E. Conrad
Manager of Aviation Properties

ce: Steven J. Grossman, Director of Aviation
Toby Sturek (tobvsturek(@clearchannel.com)
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 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 aud look forward (o 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 promipted 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, howsver, was very useful in helping us reach further toward finding an
acceptable solution. We want to work with you fo develop a program that will flourish
and become the best that it can be for the Port of Oakland and us.

As we discussed, thére are a namber of dynamics at play. Some have been within our
mutual control and some have been situations over which we have no control at all,
Unfortunately, these dynamics all came together to create what seemed to be an
insurmountable obstacle to onr 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, Qakland, and the advertising industry particularly hard. Steve also astutely
framed the well-known historie challenges of marketing advertising at Qakland
International Airport considering the many other media options available in the area, the
competing venues that exist, and the media pricing depression curently underway in the
industry.

1 think we all recognize and agree that both our “A” team efforts are needed fo help
insure the kind of success we envision. We became aware, via pumerous communications
with some of the Airport staff that were involved in the selection process arid 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, Qakland, CA 94607, phone (510) 835-5900, fax (510) $34-9410
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Omar Benjamin, Executive Director
April 16, 2009
Page 2 of 4

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 maximuom possible and still provide a sustainable business model

and the level of service both Clear Chamnel 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 $500,600 $5606,000=—
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
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 Investmeni:

$1,200,000

Peicentage 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 attomatically
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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Qmar Benjamin, Executive Director
April 16, 2009
Page 3 of 4

As you will see, we increased our MAG schedule from our meeting with you and
modified both the MAG inerease mechanism and percentage payment to reflect terms
that are actoally better and more lucrative than the existing terms in the curent
agreement. This will allow the Port to benefit greatly and have rmuch more vp-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 avajlable on the market. 1t 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 & 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 four in the
Bay area. Additionally, we have some 80 airport advertising specialists located around
the Country in the major media buying cenfers. Clear Channel Outdoor and its
predecessor companies have had an office in Oakland for 44 vears and currently have a

local staff of 79.
The Port wants 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 a 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 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 L.CDs on the bag-belts

Three 65" multi-use LCDs at security check poiunlts

11 sponsored recycle stations

Two FreeCharge sponsored work stations
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Omar Benjamin, Executive Director
April 16, 2009
Page 4 of 4

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,

&ijéycpiﬁ&éﬁﬂijk,

Toby Sturek
CFO, CCA/CCIA

cce Steve Grossman

TS/min
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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 (Pert) and Clear Channel Airports (Clear Channel) on July 27, 2009.
This was much needed after the months of negotiation effectively brought on by the
drastie 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:

). 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
3. $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 6n 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.

1134
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Marge] Conrad, Manager of Properties
August 3, 2009
Page2of 2

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 regards,
s ';/ 7 g

R A -
S T
e

John Moyer
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CITY AND COUNTY OF SAN FRANCISCO . OFFICE OF THE CITY ATTORNEY
DenNIS J. HERRER A DAVID SERRANO SEWELL
City Attorney Deputy City AHorney

Dire:ct Dial: {650) 821-5075 .
Emgil dovid.cerrano-sewelléisigov.org

October 24, 2012

Ms. Gabrielle Brussel

Executive Vice President. Legal Allairs and General Counsel
JCDecaux North America, Inc.

3 Park Avenue, 33" Floor

New Yoark, New York 10016

SUBJECT:  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 ("REFP") for the Advertising Lease ("Lease™) to Clear Channel
Outdoor, Inc., dba Clear Channel Airports ("Clear Channel™)

Dear Ms, Brussel:

Al the Aimort's request, this letter responds to JCDecaux's protest letter dated October 17,
2012 for the proposed award of the Advertising I.ease to Clear Channel, In the letter, JCDecaux
argues that the proposed awurd to Clear Channel should be set aside and award should be made to
JCDecaux. We have revicwed JCDuecaux's protest, the RFP, the proposals, and the score sheets, and
find 1hat the competitive selection proceeded in conformance with the RFP and the law; the protest is
without merit.

Specifically, JCDecaux raises four issues to which the Airport responds as follows:
I, Misapplication of the RFP Evaluation Criteria

Alirport Response: The RIPP clearly states the process by which the proposals are to be evaluated,
Specifically, RFP Submittal 4 Evaluation Criteria outlines the subject matter and the allocation of the
total number of points available in this RIFP.

The three-member review panel (the "Review Panel”) was convened and the members of the panel
reviewed and scored the proposals within the Evaluation Criteria point system. There was a possible
100 points under the RIFP. 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 Minimum Annual Guarantee Offer ("MAG") 50 points. Furlher, the RFP mcludes
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 propasals,

The Review Panel's scores are containad in the Airport's summary sheet, of which JCDecaux has a
copy, The Airport is contident that the Review Panel evaluated cach proposal objectively and

SAN FRANCISCO INTERRATIONAL ARPGZT - INTEZNATIONAL TERMINAL, NO. SHOULDER BLDG., 3 FLOOR
P.O. Box 8097 + Sam Faaneise s, CALFORN:A 94128
ReCEPnON: {650) 821-5083 - Facsmie: [650) 821-5086
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Letter to Gabrielle Brussel
Page 2
October 24, 2012

congistently with the RFP crileria. There is no evidence that the RFP process or the Review Panel's
decision was arbitrary, capricious. or lacking in support.

JCDecauy is correct in stating trat the MAG score of 50 points was assigned using a specific
methodology. The methodology used was a rational, objective, and [air system to assign points in
the MAG sub-criteria. Here, the highest MAG offer ieceived the ful] 50 points and the remaining
{and lower) MAG proposals received a proportionally lower seore. This methodology is standard
practice, both at the Airport and the areater industry.

Under this methodology, Clear Channal received 30 points because it submitted the highest MAG
offer of Ten Million Dollars ($10,000.000). JCDecaux's MAG ofler was Eight Million Five Hundred
Thousand Doliars (§8,500,0005. To appropriate a proportionale score., Aimort staff divided
JCDecaux’s MAG offer by the highest MAG ofTer and multiplicd the result by the total points
possible under this criterion (§8,500,000 = 10,000,000 = .85 x 50 = 42.30). JCDecaux therefore
received 42.30 points. Another way to articulate the methodology is 85% of the S0 paints, which is

Further, the methodology was not applied afler the fact or contrary to the RFP, as claimed by
JCDecaux. Airpor! staff thoroughly discussed and explained the methodology at the inforiational
conference of May 10, 2012, JCDecaux atlended this mecting and was afforded the opportunity to
agk questions and seck clarificalion on the MAG scoring methodology or any RFP item.

2. The Mathematical Errors in the Seore 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 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 proposcrs would have also received an
additional hundredth point, thus making JCDecaux’s revigion to the points immaterial to the outcome
and ranking of the proposals. Indeed. even 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 compriscd of individuals with relevant experience in
marketing, advertising, and signage and design in aitport settings. The panelists were inpartial and
were screencd for any con ﬂM of mterest, Atrport 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 panel was not unimimous on every poitit, two of (he three panelists scored Clear
Channel the highest overall. P2 scored Clear Channel Jower in some arcas bur highest in advertising
mediums and revenue potential. There is nothing in P2's scores to indicate anyehing improper in the
scaring process. Note that California courts give the greatest possible deference to the agency's bid
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CIty AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATTORNEY

Letter to Gabrielle Brussel
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evaluation. (See Mike Moore's M4-Hour Towing v. Cine 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 lacking in cvidentiary support. (See Citizens for Improved Sorrento Access,
Inc. v City of San Diego 118 Cal. App. 4th 808, §14 (2004)). Contcntions that the scorcs are
improper or questionable constitute mere disagreement with the gvaluation, and are insufficient to
establish that the evaluation is unreasonable, arbitrary, or capricious. (Sew Cube Corp, v. United
Stares 46 Fed. Cl. 368, 386 (2000)).

There is no evidence Lo 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 Nusory 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 commiiment to fulfill its MAG offer of
Ten Million Dollars. The Airport has no reason to belicve 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 o meet its MAG abligation, as the Airport does for all of its
concession (enants,

Since this particular claim suggests that Clear Channel is financially unable to meet its MAG offer,
the Airpon invited Clear Channel to comment on this discrete issue. Please see the artached 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 Aivport is satisfied that Clear
Channel is ready, willing, and able to mect 1s MAG obligations as proposcd.

»

" * * U]

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 Aivpart Commission award of the Lease to Clear Channel at its next regularly scheduled
meeting of Tuesday, October 30, 2012,

“r
1

neerely, w
Duvid Serrano Sewell
Deputy City Attorney

Enclosures

ec: Jabn L. Martin. Airport Directar
Sheryl Bregman, Airport General Counsal
Leo Fermin, Depaty Afeport Director
Cleryl Nashir, Assigtant Deputy Direcior
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CITY AND COUNTY OF SAN FRANCISCO OFFICE OF THE CITY ATTORNEY
DENNIS J. HERRERA DAVID SERRANO SEWELL
City Atforney Deputy City Attorney

Direct Diol: {450) 821-5075
Emcil; dovid sErano- sewell(n’sfqov arg

Ociober 22,2012

Michael O’Bnien

Cperations Counsel

Clear Channel Outdoor — Amcricas
2323 B Camelback Road, Suite 400
Phoenix. AZ 85016

Re: Response by Clear Channcl Outdaor, Inc. to [ssue Raised in Protest Letter filed by
ICDecaux

Dear Mr. O Brien:

ing business as Clear Channel
Airports (Clear Clmnml) is in rccmpl of the protest ]em.r filed by JCDecaux (JCD)Y of the
proposed lease award to Clear Channel by the San Francisco International Airport (Airport)
under that certain Request for Proposals (RIP) for the Airport Advertising Lease (Lease). An
additional copy is enclosed for your reference.

The JCD protest letter outlines four reasons in its requests that the Airporl set aside the
proposed award to Clear Channel in favor of ICD, including: "4. Clear Channcl’s MAG offer is
Commercially Unreasonable and Constitutes a Financially 1rrcsponsibte and [Nusory 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 address your comments o the undersigned.

Finally, please note that this letier 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 Dwationdd
David Serrano Sewell
Deputy City Attorncy

SAW FRANCISCO INTERRATIGNAL ARPORT « INTERISATIONAL TERMIAL, NO. $HOULDER BLDG., 5™ FLOOR
P.0. 802 8097« San FRancisco, CalFOMa 94128
Receruon: (630] 821-5083 « FACSwILE: [650] 821-5054
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2325 Viast Camelback Rongl, Suite 400, Phacuix, AZ 85016
T GOLIKLET00 ¥ 602.381.5781

October 23, 2012

David Serrana Sewell

Deputy City Attorney

San Franciseo City Attarney's Ollice
San Francisco International Airport
International ‘Terminal, 3" Floor
P.Q. Box 8097 )

San Mrancisco, CA 94128

RE: Response o JCNecaux Protest Letter dated October 17,2012

‘Dear David,

Per your request in your letier dated October 22, 2012, Clear Channel Outdoor, Ing., dfbfa Clear
Channel Atrports (*Clear Channel”) is writing this letter in vesponse to the Letter from JCDecaux North
America, Inc. (*JCD™), dated as of October 17, 2012, Re: Protest to Proposed Contract Award to Clear
Channel Airports (Lhe *ICD Protest Letler™), '

" In particular, we would like 1o address peint #4 of the JCD Protest Letter, which states that “Clear
Channe!’s Minimum Annual Guarantee (MAG) olfer is commercially unreasonable and should be
rejected as a financially frresponsible offer,™ Tor all of the reasons stated below, Clear Channel
disagrees with this point, and [eels that the award of the Airport Advertising Lease (the “Lease™) was in
fact commercially reasonable, :

Firsy, in order to respond to any request for proposals which could potentially result in a contract
stmilar i size and scope 10 the Lease, Clear Channel undertakes a rigorous evaluation process,
ncluding financial. legal and eperational review. As part of the substantial and detailed financial
review, each such confract must meet minimum internal rate of return thresholds which have been set
by Clear Channel’s uxecutive leadership team and board of directars. This internal rate of relurn
requirement applics fo any now opportunity the company explores; if a contract does not meet this
requiremient, Clear Channel will not respond.  In the case of the Lease, Clear Channel’s internal rate of”
return requirements were mel when factoring in all aspects of Clear Channel®s bid, including the MAG.
Additionally, for a contract which would-obligate Clear Channel for $25 million or more in guaranteed
expenditure, as the Lease will, Clear Channe! must obtain board of direclor approval. Clear Channel
thus was required 1o, and did, obtain the requisite board approval for the [ease, This comprehensive
financial analysis by an industey-leading and experienced operator negates any argament that Clear
"Channel’s MAG offer was commercially unreasonable or {inancially iresponsible. Of course, Clear
Channel also complied wilh all finaneial requirements of the RFP, including providing financiul
statements showing the ability to meel MAG abligations, as well as posting the required bond (o secure
all such obligations.

slecramanned # e b e
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. ‘ﬁccond JCD points o ollier examples where Cle:u' Channel has outbic them, namely in the cilies of

San Jose and Scattle. In regavds to the Lease at hund, these other city contracts are, quite frankly,
irrelevant, With that suid, it should be noted that Clear Channel has not defaulted on cither of the
aforementioned contracls. Moreover. throughout its long and successful tenure as the adverlising
concessionaire at SFO Airport, Clear Channel has never defaulted on any of its payment obligations, [t
should also be noted that, contrary (o JCTY’s position in the JCD Protest Letter regarding “loss leader”
contracts, Clear Channel has no intention of losing any money on the Lease. On the contrary, atyy
forecast of a loss on the transaction would have pr reclnded Clear Channel from responding to the RFP
based on its own internal financial criteria and board approval requircmenns.

Third, Clear Chamnel's MAG for the Lease was based on, among other things, forward-looking revenue
assumplions and new produeis, Ax an experienced advertising concessionaire at SFQ Airport and in
other large airporls across the coumtry, Clear Channel is in the best position to determine what it feels
would be a reasonable estimate of its future revenue for an advertising program.

Finally, as the Jargesl operator of airport advertising concessions in the Unitéd States, Clear Channel
cvaluares opportunities such as the one presented by llw Lcawc both mdwxdmli) znd in the context of
it entive business portfolio, Agreflecle : »
SFO Airport on its own, but also to having SF () Air pm( as.a part of its overall advertising program,
SFO Airport is a key strafegie market in Clear Channel's stable of airport advertising locations, and an
important part o its pitch lo adverlising clients seeking-national presence in major hubs across the
country, Thus, Clear Channel iz more than willing (and able) to pay a premiwm amount to retain the
concession at SFO Airport, which it considers one of the premium airports in the country.

In conclusion, the assertions st forih in the JCD Protest Letter we unsupported. The MAG Amount
was allocated 50% ol the totul puints available in the scoting eriteria; Clear Chaunel 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 commereially reasonable and {inancially
responsible. JC1D's Protest Letier should be disregarded, and the award of the Lease to Clear
Channel should stand. If you have any further questions regarcing this matter, please do not hesitate
to contact mic at the above-listed contact information. Thank you. .

Sincerely,

(.

Sara [ ce Keller
Executive Vice President & General
Counsel

ce: Leo Formin
‘Toby Sturek

S T TR TR T A I A R )
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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
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, Califorma 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 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 Atrport Commission will consider award of the Lease at its meeting scheduled for
tomorrow, Tuesday, October 30, 2012.

Sincerely,
DENNIS J. HERRERA

City Atomey w
N2

David Serrano Sewell
Deputy City Attorney

SAN FRANCISCO [NTERNATIONAL AIRPORT - INTERNATIONAL TERMINAL, NO. SHOULDER BLDG., 5™ FLOOR
P.O.BOx 8097 - SAN FRANCISCO, CALIFORNIA 94128
RECEPTION: [650) 821-5083 - Facsimne: (650) 821-5084
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CiTY AND COUNTY OF SAN FRANCISCO OFEICE OF THE CITY ATTORNEY

ce:- Tohn L. Martin, Airport Director
Sheryl Bregman, Airport General Counsel
Leo Fermin, Deputy Airport Director
Cheryl Nashir, Assistant Deputy Airport Director
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Quadra & Coll, LLP

649 Mission Street + Fifth Floor - San Francisco - California - 94105
Tel: 415.426.3502 Fax: 415.625.9936

Writer's direct 2-mail:
jquadra@quadracofl.com

December 21,2012

Hon. Dennis Herrera

City Attorney San Francisco
Crty Hall Room 234

1 Dr. Carlton B. Goodiet Place
San Francisco, CA 94102

Re: JCDecaux 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, AsT indicated,
we are seeking ah 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. Ferntin'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 apptove, 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 fo address our concerns.

At or shortly before the time the Board receives the Clear Channel [ease award
recommendation from 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 Commiittee 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 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 ablé 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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~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 Iease 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, JCDecanx 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 interést is to ensure faimess 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,

-
/,«—-7(»« T e—

/ James A. Quadra T
\\w/
‘cc: Marisa Moret .
Bernard Parisot
Stacey Kodak
Chris Moscone
Mara Rosales
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San Francisro International Alrport

November 1, 2012

(via Facsimile: (415) 766-4510 and Email: mara@rosalestawpartners.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
Dacuments Relating to the Airport Advertising Lease Request for Proposal ("RFP")

Dear Mara:

This letter responds to your letter dated Octoher 31, 2012 seeking disclosure of certain documents
regarding the above referenced RFP (hereinafter referred to as the "Disclosure Request”),

The Disclosure Request is styled as an Tmunediate Disclosure Request under the City's Sunshine
Ordinance. Bul it sceks a multitude of documents; the totality being extensive and demanding, Under these
circumstances, il is not a “simple, routine oy otherwise readily answerable request,” and thus doces not qualify
as an Immediate Disclosure Request wnder 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 Afrporis' (Clear Channel) proposal submitted in
responge to the Airport Advertising Lease REFP", 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 tlie voluminous nature of the Disclosure Request, it is difficult to estimate the
copying casts. 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,

/{1 .

Leo Feruiin
Deputy Airport Director
Business and Finance

ce: John L. Martin
David Serrano-Sewel]

RIRPORTY COMMISSIOGN CITY ARD COUNTY OF SAK FRANCISCO

ERVAN M LEE LARRY MAZZOLA LINDA $. CRAYTON ELEANOR JOMNS RECHAND L GUGGENHIRE PETER A STERN FOHN L MARTI
SAAYOR PRESIDERT VICE PRESIDENT AIRPORT DIRECTOR

Past Qffice Box B097  San Francisco, Califormia 941258 Tel 630, 82150?% d% G50.821.5008 g_ﬁl\gﬂ\,ﬂ/_f‘]ysf&(om




PROCEDURAL TIMELINE

April 2012

May 10, 2012

May 23, 2012
July 17,2012

July 27,2012

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 REP allegedly given at the 5/10 Informal Conference regarding

September 5, 2012

October 11, 2012

October 17, 2012

October 18, 2012

October 24, 2012

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.

Deadiine 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 methodclogy, 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 s 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.
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PROCEDURAL TIMELINE

October 26, 2012

October 29, 2012

October 26, 2012
October 30, 2012

November1, 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 ora!ly 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
RFP. 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 Sunshiné 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.”
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PROCEDURALTIMELINE

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.
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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 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 halif 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.
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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-550 (11-07)
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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 o 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 finin, 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 eligible for further consideration in the selection
process:

» Proposers or at |east 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, neutraliy-hosted common network DAS in the past five (3) years,
capable of supporting commercial cellular service and other RF-based services, and serving a
minimum of three (3) major national cellutar carriers.

e 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 comimittee. 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 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.

AIR-590 (11-07) Page 12 May 28, 2008
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d.  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.

e.  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, intluding cellular service, during
installation and testing of the new DAS.

f. Preliminary system testing plan.

g.  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 inacc i
performance specifications.

h.  Proposed Operation and Maintenance Plan.

i. Work plan and schedule.

j Experience, ability and willingness to work collaboratively with a potential non-
cellular prime contractor (see Appendix C, Section 2.1).
2. 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;

b.  Professional qualifications and education; and.

c.  Workload, staff availability and accessibility.

3. Experience of Firm and Subconsultants (300 points)

a.  Expertise of the firm and subconsultants in the fields necessary to complete the
tasks:

b.  Quality of recently completed projects, including adherence to schedules. deadlines
and budgets;

c.  Experience with similar projects; and

AIR-590 (11-07) ‘ . Page 13 May 28, 2008
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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 submiited 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 feef
Od&M services in"Years | to 3 will have 25% of the total weight, and the fee proposal for Q&
will have 10% of the total weight. The proposer with 1he 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 possible points).

For example, three fee proposals are submitted with the following 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 (108 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 inv.ew wa,

number of proposers receiving the highest scores to an aral 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.

AIR-390 (11-07)

Information provided by the firm about its relevant experience:” Relevance of the team
experience as demonstrated by types and complexity of previous work plcscnlcd
Evidence of the expertise the team brings to the project.

Discussion about approach to implcmentati'oﬁ: Understanding of the key [ong-range
and short-range implementation issues that affect the project. Quality of the insight or
conceptualization of the issues relevant to the project.

»

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.

Degree to which the technical expertise is complete for the anticipated scope of work.
Evidence presented during the interview that the teamn is structured for a
comprehensive approach.

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.

Page 14 May 28, 2008
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‘San Francisco [nternational Airport

Request For Proposa

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

Date fssued: ' AIRPORT COMMISSION

Hon. Larry Mazzola, President

Wednesday, October 26, 2011
Hon. Linda S. Crayton, Vice President

Pre-Proposal Conference: .
Tuesday, November 8, 2011, 10:00 AM Hon. Eleanor Johns
Hon, Richard J. Guggenhime

Proposal Deadline: .
Tiresday, November 29, 2011, 3:00 P& Hon. Peter A. Stern

AIRPORT DIRECTOR
- John L. Martin




d)

£)

h)

" Diréct Labor only ificlide thit portion of costs telated to the direct Tabor salary or

wages incurred.

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 instdrices, other costs such as
general liability i Insurance may be mcluded

The total "Indirect Costs" compnsmg the not-to exceed amount are:; mdlrect

labor, fringe benefits, payroll additives, operating expenses (matenals supplics,

sundries and bonds), and general and administrative expenses. The cost of outside
and contracted services is not to be included in the indirect cost podl for
computing the indirect cost ceiling or the Fee. The cost of contracted services and
services provided by third parties such as janitorial, security, armored car and
equipment maintenance are to be provided in the "Sub-Contracted Services"
section of the Fee proposal form.

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).

Proposed Management Fee as shown in the Cost Proposal Form as -2 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.

A Guaranteed Maximum Price (GN[P) consisting of total rcmbursable 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.

IV. 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
evalnation 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. Ata 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 continuious 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 inimuin of 5 years verifiable, continiious experience within the Iast' 7 years managing S ' £
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 reorgamzatlcm or executive affiliation, hiave the'above minimum qualxﬁcatlons If
such is found not to be the Case, any proposal submitted by any such individual, , partnership, joint
venture, oF corporation miay be rejected. In the case of a: proposal submitted by a partnership or c
Jomt venture; at least one (1) of the general: partuers thereof or. one of the: constituent members with : }
a minimum of 35% ownershlp share of joint venture must possess said minimuni qualification.

B. Selechon Criteria

Alirport staff will screen the proposals to ensure the Proposers meet the minimum quahﬁcatton .
requireinents. Proposals that meet the minimumi qualifications will be evaluatcd by an evaluation _ Ex
comittee with expertise in Airport Operations, Parking Managemient or. other related activities. 2
City intends to evaluate the proposals generally in accordance with the criteria set forthi 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 possﬂ)le pomts for the evaluatlon process; 150 for the wntten evaluation E
and 50 for the oral interview. All scoring will be cumnulative. . '

In the event that the scores of the highest ranked proposers are within one percentage point of each
other, as further described below, the City, at is sole discretion, will request a Best and Fmal Bid of
Managcment Fees from each to détermine the highest ranked proposer.

The descriptions followmg each evaluation criteria are provided as a guide and are not g
intended to be comprehensive.

1. Written Propesals 150 Points Maximum E

Evaluation Criteria . Maximum Points

Qualifications: . ’ ' (25 Points)

Recent relevant firm experience, extent of expertise, and review of proposed local and off-site
~management team including, but not limited to, experience with comparable parking
‘operations and a description of tasks to be. pcrformed by each stafl [ person,

Operating Plan: : " . (25Points) [
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 effecting smooth transitions from
incumbent parking contractor.

AIR 590 Federal (11-07) 200f33 Contract 9121, October 2011

11587



B

" ‘Maintenance Plan: o o (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.

Safet) and Secunty Plan: . ‘ _ (15 Pomts)

The Safety.and Secunty Plan will bé evaluated based upon is ablhty to pr0v1de a safe and
secure environment for our parking customers This plan should address how the proposer
will provide safety and security for employec and public customers, their vehicles, as well as
the Airport’s parking assets, including parking equipment and facxhty surveillance.

Customer Service and Marketiug Plan: (15 Points)

The Customer Service and Marketing Plan should include proposed methods for enhancmg
level of custonier-sérvice, 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,

Financial Qualifications: - (10 Peints)

Strength of a proposer’s f inances will be based on the financial statements. Nature and
quantity of outstanding litigation against proposer will also be reviewed a.nd evaluated.

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, indircct-and subcontract services costs for the base year
proposed budget.

The most favorable Fee Proposal to the;Eity is the lowest. Guaranteed Maxjmum 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 pumber of
points assigned to the Fee evaluation criteria. :

" An example of the scoring of the Fee Proposal would be: 'if a totai 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 ($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).
P YR ) Proposal #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 Proposcd 100% . 67% 7%

| Points Awarded A 45 30
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2. Oral Interviews 50 Points Maximum

The two highest ranked proposers will be invited to participaté 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 Propasers 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 ranagement team w111 be required to
appear before the Evaluation Panel. Questions from the Evaluation Panél may be directed toa
specific member of the Proposer’s team. After the mtcmcw, thc oral score will be added to the
written score to derive a final score for those highest ranking 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, thie 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 Proposer No. 2 siscore (185/184) ==
0.5%.. In this examiple the City would ifivite the top two proposers to submit 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 Final 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 a.m., Tuesdsy,

November 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 Security Checkpoint for the “G”
boarding gates next to the CNBC News store,

ThlS conferencc prov1des an Opportumty fo ask qucstlons and seek clarifications.” Any ava11able new
information will be provxdcd at that time. If you have further questions regarding the RFP, please contact
the individual designated in Section VI. B. No guestlons or requests for interpretation willbe -
accepted after 5:00 p.m. (PST) on Nevember 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 2 written addendum to this RFP posted on the City's website
http://mission.sfgov.ore/OCABidPublication/. No-questions or requests for mterprctatlon will be
‘accepted after November 15, 2011.
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ARTICLE 4 - EVALUATION AND SELECTION CRITERIA

4.1 Selection Process R

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 resources, reputation, experience in performing similar
work , as generally described below. :

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 be
totaled, and the result 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 will receive 50 points; every ather 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.

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 oral interview must be made by the
Proposet'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 oral interview and presentation (20
point maximumy). The SFMTA will total individual the evaluation scores from.all
Selection Committee members and then divide the total by the number of

Contract No, CS-163 - RFP 39 0i 56 QOctober 19, 2010

w80 T



City and County of San Francisco Municipal Transportation Agency

Selection Committee members, to abtain 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 = [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 all
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 Organization and Qualifications (15 points maximum):
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 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 Commiittee 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 maximumy): 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 for proposals regarding the advertising lease states that:

The Airport Commission is desirous of maximizing participation by locaf

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 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 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.

L o T e e R L C IO IR o)
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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.

Goals-. 77

Certified Airport
Concession
Disadvantaged Business
Enterprise (ACDBE)
participation (including
Disadvantaged Business
Partners (DBE)

¢ 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).

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
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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
promaotional 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 inventary 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.

e 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, AERSTREAMRADIQ 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
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of talent hailing from or associated with San
Francisco (i.e. Tony Bennett, lerry 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.
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RosarLes 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 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.1 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 Channe] 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 20190.

(33 California Slreet, Suite 630 « San Francisco, (1 0604 « (1130 456- 1760 Uffice o {1030 766- 1510 Fay

WWww, 1‘osaleslawp artuners.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
(564,879).

Contact information for the individual managing Clear Channel’s contract at San Jose Airport:

Seth Turner, Property Manager I1

Norman Y. Mineta San Jose International Airport - SIC
1701 Airport Boulevard, Sutte B-1130

San-Jose, CA 9511 O

408-392-3683 - phone

408-441-2617 - fax

seturner@sjc.org

OAKILAND

The Airport issued an RFP for an in-terminal advertising contract, which allowed proposers to
offer a MAG.? 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 relief®, 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
jdeutsch@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 aresult of the decline in travel due to the September 11, 2001 terrorist attacks, SFO adopted
the Airport Concession Support Program wherein the MAG was temporarily suspended until
monthly enplanements equaled or exceeded 8§5% 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. 1 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.
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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 digital display. Such permits violate the
Los Angeles municipal code.

In August 2008, Summit Media L.LC, 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 authorizations
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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File No. 130072

_ FORM SFEC-126:
NOTIFICATION OF CONTRACT APPROVAL
(S.F. Campaign and Governmental Conduct Code § 1.126)

City Elective Officer Information (Please print clearly.)

Name of City elective officer(s): City elective office(s) held:
Members, SF Board of Supeivisors Members, SF Board of Supervisors

Contractor Information (Please print clearly.)

Name of contractor:

Clear Channel Outdoor, Inc. dba Clear Channel Airports
Please list the names of (1) m embers of the contractor’s board of directors; (2) the contractor’'s chief executive officer, chief financial
officer, and chief operating officer; (3) any person who has an ownership of 20 percent or more in the contractor; (4) any subcontractor
listed in the bid or contract; and (5) any political committee sponsored by conirolled by the contractor. Use additional pages as necessary.

(1) Directors: Thomas W. Casey; Robert H. Walls, Jr.

(2) Officers: Chief Executive Officer — N/A; Executive Vice President and Chief Financial Officer — Americas ~ Renee
Krug; Chief Operating Officer — N/A; Executive Vice President, General Counsel and Assisiant Secretary — Sara Lee
Keller; Executive Vice President — Real Estate and Public Affairs — Bryan A. Parker; Executive Vice President and
Secretary — Robert H. Walls, Jr.; Executive Vice President — Thomas W. Casey; Chief Revenue Officer — Americas —
Franklin G. Sisson, Jr.; Senior Vice President, Treasurer and Assistant Secretary — Brian D. Coleman; Vice President,
Associate General Counsel and Assistant Secretary — Hamlet T. Newsom, Jr.; Vice President — Corporate Tax — Scott T. Bick;
(3) Clear Channel Qutdoor, Inc. is wholly owned by Clear Channel Qutdoor Holdings, Inc., which is: 88.5% owned by
Clear Channel Holdings, Inc., and 11.5% publicly traded.

(4) and (5) N/A

Contractor address:
4635 Crackersport Road, Allentown, PA 18104
Date that contract was approved: Amount of contract:

$10,000,000 (MAG for first year of contract)

\ ) ’
| Describe the nature of the contract that was approved:

On a non-exclusive basis, install, manage, operate, maintain and display commercial advertising using
| various media types.

‘ Comments: .
‘ Lease awarded through a Request for Proposal process

This contract was approved by (check applicable):
O the City elective officer(s) identified on this form

M a board on which the City elective officer(s) services San Francisco Board of Supervisors
Print Name of Board

O the board of a state agency (Health Authority, Housing Authority Commission, Industrial Development
Authority Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board,
Treasure Island Development Authority) on which an appointee of the City elective officer(s) identified on
this form sits. '

] Print Name of Board
{ Filer Information (Please print clearly.)
| Name of filer: | Contact telephone number: |
| Angela Calvillo, Clerk of the SF Board of Supervisors | (415) 554-5184 |
| Address: | E-mail; |
City Hall, Room 244, 1 Dr. Carlton B. Goodlett PI., SF, CA 94102 t Board.of. Supervisors@sfgov.org

Signature of City Elective Officer (if submitted by City elective officer) Date Signed

Signature of Board Secretary or Clerk (if submitted by Board Secretary or Clerk) Date.Signed

XATENANTS\ClearChannel\BoS Pkgs\L12-0231 FORM SFEC126 - Board of S1pTvi’c2.doc



L 10,000 Goldman Sachs is committed to helping
R smail 10,000 Small Businesses create jobs and
B husinesses  drive economic growth.

@) PROGRESS IS EVERYONE'S BUSINESS

May 6, 2013

iosr POWER & POLITICS

BLACKVOQICES

"Voter Fraud' Billboards: Media Company Clear Channel-
Petitioned To Remove Controversial Ads

Posted: 10/19/2012 3:11 pm EDT

Color of Change, the nation's largest online civil rights organization, is taking on media
heavyweight Clear Channel over billboards that the advocacy group claims are attempts at
voter intimidation.

Recently, anti-voter fraud billboards have sprung up in swing states such as Ohio and
Wisconsin, depicting a gavel and informing passers-by that voter fraud is a felony, punishable
by up to three and a half years in prison and fines of up to $10,000. Although the billboards
state that they were funded by a "private family foundation," Color of Change's executive
director Rashad Robinson believes Clear Channe! has a responsibility to remove the ads, and

2 arted ano ampaiq an-effortto-forcethemto-doso

Robinson told The Huffington Post, "For us, these billboards, they create a culture of fear.
They've only been put up in black and brown neighborhoods, so these are not widespread billboards. They are targeting certain
communities, and they're creating a fear for people going to the polls.”

Robinson also took issue with the anonymity of the billboard's buyer. "These billboards wers funded by an anonymous donpr. So uniike
the work of Color of Change, when we send out a petition or do a rally, when we take out an ad, people know exactly who paid for it.
They know what we stand for, they know who we are,” Robinson said.

Clear Channel,-which owns the billboards, was purchased in 2008 by Bain Capital, the company founded by Republican presidential
nominee Mitt Romhey. i

In an email to HuffPost, Jim Cullinan, vice president of corporate communications for Clear Channel Outdoor, said, "Clear Channel
Outdoor does not comment on our advertisers' ads. We are committed to ensuring that ads, including political ads, posted on our
billboards have the appropriate disclaimer so this situation doesn't happen again in the future.” He explained to HuffPost that the
advertiser's contract stipulates anonymity.

He told the Wisconsin Journal-Sentinel that the billboards currently appear at 85 locations, and that the company does not intend to
take them down.

In Wisconsin, community organizations have rallied in opposition to the billboards, citing them as the latest effort to suppress the vote.

"Voter rights are under attack every which way possible," Mike Wilder, director of the African-American Round Table toid the Wisconsin
Journal Sentinal.

HuffPost's Trymaine Lee reported this week on the same signs appearing in Ohio neighborhoods, where critics feel the ads were
strategically placed to intimidate potential voters. Ohio is among the swing states that have passed restrictive voter laws, and it recently
had its elimination of early voting days reversed when the Supreme Court declined to hear an appeal by the Ohio secretary of state.

Demographically, the voting age populations in the Ohio neighborhoods where the signs were placed are 96 percent black, 88 percent
black and 76 percent black -- a stark contrast to another ad that appears on a Clear Channel billboard in Harris County, Texas, where
the message is to "vote early.” The population of Harris County is 57 percent white.

The Lawyers' Committee for Civil Rights Under Law has also sent a letter to Clear Channel demanding the removal of the billboard ads
and has appealed to the public to do the same.

Between now and the November election, Color of Change plans to hold rallies to pressure Clear Channel to remove the ads.

"The petition was just the first step for us," Robinson said. "There will be a lot of work involved to make sure that Clear Channel and
Bain are held accountable, that they know there are consequences for this kind of voter suppression.”
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Pension Fund Sues Clear Channel Outdoor - Deal Journal - WSJ Page 1 of 2

Shoulid you be sitting in cash right now?

If you have a $500,000 portfalio, download the latest report by Forbes columnist Ken Fisher’s firm. it tells you where we
think the: market is headed and why. This must-read report includes research and analysis you won't find anyplace else.
Dot miss its Click Here to Download Your.Reportl

FiSHER INVESTMENTS*

March 8, 2012, 6:21 PMET

Pension Fund Sues Clear Channel OQutdoor

ByDavid Benoit

A firefighter pension fund in Florida has sued Clear Channel Outdoor Holdings and its board of directors over
cash the billboard company has shifted to its debt-laden parent Clear Channel Communications.

CLEARCHANNEL

Bioomberg

The City of Pinellas Park Firefighters Pension Board is a shareholder in Clear Channel Outdoor and sued after
another shareholder, hedge fund JHL Capital Group had raised gquestions about the loan, which could reach
above $1 billion.

Clear Channel Communications, the giant radio company, owns 88% of Clear Channel Outdoor.

In the lawsuit, the shareholders allege the transfer is a loan on overly favorable terms and inherently risky, and
that the board of Clear Channel Outdoor violated its duties to shareholders by agreeing to it.

“No rational third-party would have ever agreed to lend money on such terms,” says the suit, which was filed in
the Delaware Court of Chancery late Wednesday. “Not only could Qutdoor earn twice as much interest on the
loan if it charged [Clear Channel Communications] a commercially reasonably interest rate, but Outdoor faces
a severe risk that the unsecured loan will never be paid back because [Clear Channel Communications] has
been drowning under a massive debt load.”

A spokeswoman for Clear Channel Outdoor and Clear Channel Communications said “We’re in the process of
reviewing the complaint and have no further comment at this time.”

Earlier this week the companieé said the arrangements were formalized in 2005, prior to the IPO of Clear
Channel Outdoor and were disclosed in at least 25 separate public filings.
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Pension Fund Sues Clear Channel OQutdoor - Deal Journal - WSJ "~ Page2of2--

JHL Capital Group, a $1.5 billion Chicago hedge fund, had argued in a Nov. 29 letter to the board of Clear
Channel Outdoor that board members may be liable for “breach of duty,” according to a Wall Street Journal
story. The hedge fund owns less than 1% of Clear Channel Outdoor, according to securities filings. JHL Capital
is not named as a plaintiff in this lawsuit.

After the WSJ story, Mario Gabelii’'s Gabelli & Co. which owns more than 6% of the public shares of Clear
Channel Outdoor, was mulling what action to take about the situation, if any, people familiar with the matter
said.

The shareholders cite JHL's letter and the board’s “troubling” response in their lawsuit.

The shareholders request a judge force the board of Clear Channel Outdoor to investigate the claims and
cancel the loan, as well as pay attorney fees.

UPDATE: This post has been updated to reflect the transferred money hasn’t been used on debt by Clear
Channel Communications.

Copyright 2013 Dow Jones & Company, Inc. All Rights Reserved
This copy is for your personal, non-commercial use only. Distribution and use of this material are governed by our Subscriber Agreement and by copyright
law. For non-personal use or to order multiple copies, please contact Dow Jones Reprints at 1-800-843-0008 or visit
www.djreprints.com
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The Clear Channel Airport website tells advertisers to exploit travelers because they are
“unique”: they are captives who cannot switch off the in-airport ads. Advertisers,
encouraged to act as something of brand bullies, can expect to “visually dominate a

space” and are also assured:

“Your message is with the passenger through every step of their journey - as they
enter through ticketing, proceed through concourses, reside in gate areas and pass
through jet bridges. Upon landing, baggage claim and ground transportation
provide additional exposure.”

{ BV SATTY AND CXTTNG (RODLTION OF MEXKD'S
A‘?«T{:mn}mmmm [T‘S MB{ER
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¥+ RONNING SHOES
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- & Clear Channel Airports
©1998-2013. Clear Channel Outdoor, Inc.
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The all-new BMW 7 Series

14

cubie feel of trunk
spaoe handles a¥) your
oversized luguage.

& Clear Channel Airports
©1998-2013. Clear Channel Outdoor, Inc. All rights reserved.
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San Tmncisco @eautgfu[

Protecting and enhancing our City’s unique beauty and livability

May 6, 2013

Hon. Mark Farrell, Chair

Hon. John Avalos

Haon. Eric Mar

Budget & Finance Sub-Committee

Board of Supervisors

City & County of San Francisco

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

RE:  BOS File No. 130072 - Reject Clear Channel SFO Bid;
Respect the Traveler & Protect $40 million of Public Art from Digital Billboards

Dear Supervisors Avalos, Farrell, and Mar,

For 15 million visitors who honor —~ and enrich — San Francisco each year, “beautiful” and

“welcome” should begin at SFO. Instead, we are about to inundate travelers with flashing

billboards and other intrusive advertising within our airport terminals. This is bad business
and toxic to any notion of hospitality.

San Francisco Beautiful urges the Board to reject the Clear Channel bid now before you.
Also, given that San Francisco voters have passed four anti-billboard referenda, we
recommend elimination of all general advertising from within SFO terminals.

“Disapprove the proposed resolution” is the professional opinion of the Board’s Budget
and Legislative Analyst. Based on dollars alone, Clear Channel’s proposed eight-year
contract was found to be comparatively stingy and “not in the best interests of the City.”

Far from being a good deal, general advertising at SFO:
- raises miniscule revenue (1.3% of annual airport revenue; $10 million of $785
million);
- obscures $40 million of public art installed throughout the airport;
- imposes a tacky veneer upon a multi-billion-dollar portal to a world-class City.
- intrudes upon a sense of place, and instead “spams” travelers, many aIready
beleaguered by deteriorating travel experiences.
- contradicts San Franciscans' historic aversion to billboards (two of the four votes
specifically prohibited new billboards on public facilities.)

100 Bush Street, Suite 1812, San Francisco, CA 94104 | (415) 421-2608 | www. sfbeautiful.org
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If allowed to proceed, Clear Channel would introduce 40 digital billboards along with the
further saturation ads applied to terminal floors, columns, even the blades of luggage
carousels, and perhaps escalator handrails. The Airport Commission itself ambivalently
terms the proposed signage as “visual clutter,” but at a tolerable level (page 32, BOS
packet No. 130072).

Contrary to a misleading count of reduced sign surfaces, the signage would be intensified
— going from a whisper to a scream — with introduction of large digital billboards along
with “wrapping” of ordinary surfaces now targeted for vinyl sheets of advertising.

The proposal has some graphics, but they do not convey the impact of digital (some say
“blazing”) billboards upon captive travelers forced to watch images change every six
seconds while awaiting a flight — often for hours.

The Airport Commission issued an RFP permitting advertising in 300 locations, but Clear
Channel is committing to 179 locations at this time. Are we to believe that as the
economy improves an additional 121 signs will eventually be installed at SFO?

In stark contrast to the homogenizing impact of commercialism, $40 million worth of
public art at SFO is intended to radiate Bay Area culture, beauty, and generosity of spirit.
However, ads, not art, increasingly have become the airport’s dominant visual element.
With the prospect of digital billboards and saturation advertising, Clear Channel now
threatens to “curate” SFO, rendering it more indistinguishable from the other 280 airports
it controls in Anytown, USA.

So little money and so much harm is had by continued general advertising at SFO. Let's
overturn the foregone conclusion that travel hubs are invariably bleak, overly
commercialized spaces. Similar to the experience of Sao Paulo, removing general
advertising at SFO would generate positive news that our City is all the more a desirable
place to work, live, and visit.

SFB welcomes the opportunity to work with your office and the Airport Commission
regarding this and other issues affecting the unique beauty and livability of our City. Thank
you for your time and consideration.

With best regards,

Mile’F. Hanke, Past President
San Francisco Beautiful

Personal office: 100 Bush Street, Suite 1675, San Francisco, CA 94104-3943
(415) 781-6300 | FAX: (415) 781-6301 | civicmilosf@gmail.com | website: sfbeautiful.org




San Francisco Beautiful

Protecting and enhancing our City’s unique beauty and livability

Four times San Francisco voters say

“No New Billboards!”

‘{Cb v
March 79.14%
2002 Prop G No new billboards on private property.

q

Nov. 2007 PropK  Prohibits more advertising on street 62.25%
furniture and public buildings. Policy
statement, not an ordinance. Clear
Channel spent more than $100,000 to
defeat. Advocates spent nothing.

“Nov. 2009 Prop D  This failed privately funded initiative 54.00%
would have creation of a Mid-Market
Sign District, a type of West Coast
Times Square. Proponent outspent San
Francisco Beautiful 20-to-1 and still
lost.

Nov. 2009 PropE  prohibits more advertising on street 57.28%
furniture and public buildings. Puts
into force as an ordinance the Nov.
2007 Prop E policy statement. At the
depth of the Great Recession, voters
knowingly say "no" to additional ad
revenues to City's general fund.
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Good morning, my name is Rudy Asercion. | am a Commissioner for the Veterans
War Memorial Commission of the American Legion and Executive Director of West
Bay, a non-profit which provides social, health, education and economic services
to Filipino children, youth and their families in the greater San Francisco Bay Area.

Clear Channel has a track record of supporting local events and campaign for
community organizations.

When times are hard and the economy is ailing, despair hits a lot closer to home
for minority communities. Many of the Filipino WWIi veterans | work with on a
daily basis in our non-profit cannot afford the luxuries of advertising in
newspapers, Radio and television - so we are always looking for resources to aid
in fundraising and program event promotion which help us to stay visible.

Clear Channel provide access to advertising not only in the Airport but in
Billboards and Bus Shelters that ‘makes it easy for minorities to have access to the
necessary information essential to fighting poverty and public health issues in San
Francisco’s underserved communities.

Moreover, Clear Channel make our messages conveniently available in multi'ple
languages which make it easier for those who prefer their native tongue or are
learning English to stay abreast of current happenings.

The economic impact of Clear Charninel to non profits serving minority
communities throughout San Francisco speaks for itself and any actions from you
that could jeopardize its vitality would be a majer sethback to those who rely on
local free advertising for culturally competent information and services.

bi e Community Connection, Pleas

= . BT EENTIas =W RI R E G

Clear Channel is a\ e
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Channel Resolu

Thank you
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( U RF Together, United, Recommitted, Forever

Board of
Directors

Alvin Norman
President

Mitchell Salazar
Vice President

Diana Frappier
Secretary

Shelly Tatum
Board Member

Kim Mitchell
Executive Director

April 4, 2013

San Francisco Board of Supervisors
Budget & Finance Subcommittee
Mark Farrell

John Avalos

Eric Marr

Re: Clear Channel Airport Resolution

Dear Committee Members:

Athena Harven
. Associate Director

We are encouraged about the commitment Clear Channel has shown to community
organizations trying to increase awareness of our worthy activities and events. Their ability
to market not only through the airport, but through their partner corporations: billboards, bus
placards, and bench advertising will give great visibility to our future endeavors.

Please pass this item with recommendation

Sincerely

Kim Mitchell
T.U.RF.

1652 Sunnydale Avenue, San Francisco, CA 94134
Ph. 41555813.1740— Fax 415.841.1742



April 3,2013

Board of Supervisors

Budget & Finance Subcommittee
City Hall

1 Dr. Carlton B. Goodlett Place

Re: Item 130072 Airport Advertising Lease
Dear Sirs:

I am writing to support Clear Channel’s bid to continue to manage the Airport
Advertising Lease. They understand they are in a unique position. Their ads at both the
ingress and egress of the airport greet the masses {lowing through San Francisco for
business, and recreation. We are working with Clear Channel to promote local businesses
in Bayview Hunters Point / Third Street. Clear Channel support will give the featured
businesses, and activities in the area unique exposure, and will encourage visitors to the
city, and residents alike to view Bayview Hunters Point / Third Street as a destination.

Y our support is appreciated.

Sincerely,
La Shon A. Walker, Realtor

President
Bayview Merchants Association

Cer

David Chiu
Supervisor Avalos
Supervisor Farrell
Supervisor Mar
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April 17,2613

SF Board of Supervisors
Budget & Finance Committee

Supervisor Farreil
Supervisor Avalos
Supervisor Mar

Gentlemen

I am joining other Third Street businesses and organizations supporting Clear Channel Airpott. They have
demonstrated good corporate citizenship by reaching out to smail businesses and non profits altke
helping them to raise the profile of overlooked commercial corridors ke Third Street. | look forward to
working with them and my community to promote the new and exciting Bayview Scene,

<l

’ /: , o
= PO (TN
Servio Gomez

CUSTOM FRAMING & GALLERY

wwi backfothepicfure.com

934 VALENCIAST, SAM FRAMCISCO 94110 » TEL. (415] 826-2321
1110 HOWARD ST. SAN FRANCISCO 94103 - TEL, (415) 558-9801
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April 17,2013

SF Board of Supervisors
Budget & Finance Commitiee

Supervisor Farrell
Supervisor Avalos
Supervisor Mar

Gentlemen

I am joining other Third Street businesses and organizations supporting Clear Channel Airport. Théy have
demonstrated good corporate citizenship by reaching out to small business and non profits alike helping
to raise the profile of overlooked commercial corridors like Third Street. | look forward to working with
them and my community to promote the new and exciting Bayview Scene.

Sam Aloudi QB{L

Super Save Market
4517 Third Street
San Francisco, CA 94124




LDG Associates

innovation. solution. success.

April 3, 2013

Board of Supervisors
Budget & Finance Subcommittee
1 Dr. Carlton B. Goodlett Place

Dear Committee:

I'am joining other local businesses to support Clear Channel’s bid to lease advertising space at SFO Asa
small business consultant, | see the power in prominent advertisement in high volume locations.
Strategic outreach is important for my clients because they have messaging that this kind of well placed
advertising can enhance. | ask that you pass the resolution for Clear Channel Airport with its
corresponding recommendation.

Sincerely,

Cc:

David Chiu
Supervisor Avalos
Supervisor Farrell
Supervisor Mar

Lisa D. Gray, Lead Consultant
4475 73rd Street. Suite 8. San Francisco. CA 94114
' 1187



Young Conymunity Developers, Inc.
1715 Yosemite Avenge
San Francisco, CA 94124
415} 822-3491 main {415) 822-1196 fax.

Tuesday, April 16,2013

San Francisco Board of Supervisors
Budget & Finance Subcommitiee
1 Dr. Carlton B. Goodlett Place

Dear Supervisors,

This letter is I support of Clear Channel’s Lease Management of Alrport Advertising Space for ”
the next eight years.

Clear Channel bas demonstrated good corporate citizenship by sponsoring and providing free ad
space for local non profits’ activities and events for years. As a nonprofit, it is iniportant to
market ourselves for program participation as well as funding raising purposes. We look forward
to working with their staff in order to strengthen these opportunities for commmnity based
organizations (CBOs) in the fisture,

If vou have any questions or concerns please feel free to contact me at 415-822-3491 or via
email at: swalton@ycdiobs.org.

Respectfully,

W
Sharnann Walion, MPA
Executive Director- Young Community Developers, Inc.

1715 Yosemite Avenue
San Francisco, CA 94124

Ce: Supervisor’s: Mark Farrell, Eric Mar, John Avalos, London Breed and Scott Wiener

1715 Yasemite Avenue www.ycdjobs.org Young Community Developers
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Bagview

Huntess Pomt

MulﬁpurPose

Senior Services, Inc.

1706 Yosemite Avenue, San Francisco, CA 94124
Phone: (415) 822-1444 tmail: bhpmss1@aol.com

April 16, 2013

Board of Supervisors
Budget & FinancenSabroomimitiesy,
1 Dr. Cariton B. Goodletf Place

Dear Supervisors

Clear Channef has demonstrated good corporate citizenship by sponsoring and providing free ad 5;}3
for local non profits” activities and events, As a nonprofit, it is important to market ourselves for
program pariicipation as well as for fundraising purposes.

Clear Channel. They have | artnérin OBF vision to make it #signature San Francisco event. We %
appreciate their ongoing sup

Our annusdBSiackCuisi rﬂ%ﬁ'ﬁ% wnters Pointls,a Say jrea widegvepttharhas been sponseredbjy, -

Please pass this resolution with recommendation.

Re_sge_c;ﬁﬂiy,
P2 £ A P

Cathy Datis, MSW
Executive Director
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April 11, 2013

Board of Supervisors
Budget & Finance Subcommittee
1 Dr. Carlton B. Goodlett Place

Dear Supervisors

Clear Channel was awarded a bid after a fair process. They outperformed the
previous contract, and demonstrated good corporate citizenship by sponsoring and
providing free ad space for local non profits’ activities and events. We look forward
to working with their staff dedicated to engaging non profits in the next contract
period. Pass this with recommendation |

Respecttully,

Gary Banks
Family Restoration House

9 Silliman St. Suite C  San Francisco, CA 94134 e (415) 859-9893 e (415)859-9956 fax
Located in an Enteirq]riéedznd Emnowerment Zone



4004 Third Street
San Francisco, CA 94124
415-282-4003

April 17,2013

San Francisco Board of Supervisors
Budget & Finance Committee

1 Dr. Carlton B. Goodlett Pl.

-San Francisco, CA 94124

Re: Clear Channel Airport

Clear Channel is committed to serving small businesses and non profits as they have demonstrated in
their previous contract. | look forward to working with them once you pass this contract.
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April 8%, 2013

Board of Supervisors
Budget & Finance Subcommittee

Dear Committee,
[ am joining other local businesses to support Clear Channel bid’s to leave advertising space at the

airport. We have opened restaurants in emerging commercial neighborhoods. We see the potential in

3rd Street and any strategic effort to highlight this part of San Francisco we support.

Sincerely,

Third Street Business Owner

T

1192



March 21, 2013

Dear Sirs:

RE: Clear Channel Airport Commission Decision-8an Francisco International
Airport

This letter is to support the Airport Commission Decision to continue with Clear
Channel to manage advertising space at the Sam Francisco-Airport—Clear—

Channel Media is a dynamic corporate partner with much capacity.

1 have had personal experience as to their commitment to offer MBE / LBE
organizations to promote their activities on radio, public transportation media,
digital out of home media, and IHeart radio. Clear Channel has also been a
willing sponsor for local community events and campaigns often donating
space, tickets, and media coverage to community based organizations.

I am clearly advocating for Clear Channel’s continued involvement with
advertising space at San Francisco International Airport.

j; Alton Byrd

CEO

Clear Focus Coaching Inc
Clear Focus Marketing
910 Florin Road, Suite 101

Sacramento, California 95831

910 Fotin Road, Suite 101
Sacramento, CA 95831

(888) 381-7731 (o)
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E] ACKSON CO N S U LTA N CY “Professional Services Consultants”

April 2, 2013

Board of Supervisors

Budget & Finance Subcommittee
Supervisor Avalos

Supetrvisor Farrell

Supervisor Mar

City Hall

1 Dr. Carlton B. Goodlett Place

Re: Item 130072 Airport Advertising Lease

Clear Channel was awarded the contract for Airport Advertising Lease management in a
fair process. They were the successful incumbent managing a profitable contract that
had increased revenues to the City & County of San Francisco even during the hard
economic years of 2009 -2011. In addition to their profit performance Clear Channel as a
corporation has been an engaged corporate partner often sponsoring community
events and working with small business.

| encourage you to endorsed the Airport Commission decision and move this item to the
full board.

eith Jackson

2075 California Street, Unit 303...San Francisco, ql\ir.§04.09/keith@bridgingsf.com/c. 415.335.5479




