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FILE NO. 160007 RESOLUTION NO.

[Lease Amendment - Pacific Gateway Concessnons LLC - Airport Concessions - Minimum
Annual Lease Amount of $958,366.08]

Resolution approving Amendment No. 5 to Boarding Areas “B” and “C” Principal
Concession Retail Lease No. 98-0228 between Pacific Gateway Concessions, LLC, and
the City and County of San Francisco, acting by and through its Airport Commission,
extending the lease term for two concession locations to approximately September
2018, and extending the lease term for one concession location to approxi'mateiy June
2016, for a minimum annual lease amount of $958,366.08 in order to accommodate the

Terminal 1 Redevelopment Program.

WHEREAS, The Airport Cbmmission entered into the Boarding Areas “B” and “C”
Principal Concession Rgtail Lease (the “Lease”) pursuant to Airport Commission Resolution
No. 98-0228 adopted on September 15, 1998, and by Board of Supervisors Resolution No.
1005 98 adopted on December 7, 1998; and

WHEREAS, The Lease was amended by Amendment No 1, which allowed the Airport
Director to implement the Concession Support Program, pursuant to Airport Commission
Resolution No. 02-0039 adopted on February 19, 2002, and by Board of Supervisors
Reéolution No. 552-02 adopted on August 12, 2002; and

WHEREAS, The Lease was further amended by Amendment No. 2, which modified the
premises, pursuant to Airport Commission Resolution No. 03-0164 adopted on September 16,
2003, and by Board of Supervisors Resolution No. 65-04 adopfed on February 3, 2004; and

WHEREAS, The Lease was further amended by Amendment No. 3, which authorized
additional changes to-and required refurbishment of the premises, and decreased the

Minimum Annual Guarantee, pursuant to Airport Commission Resolution No. 09-0132

Airport Commission
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adopted on May 22,‘ 2009, and by Board of SQpervisors Resolution No. 344-09 adopted on
August 11, 2009; and

WHEREAS, The Lease was further amended by Amendment No. 4, which extended
the lease term to June 18, 2012 and provided for two additionalone—yéar lease extension
options, pursuant to Airport Commission Resolution No. 11-0151 adopted on June 30, 2011,
and by Board of Supervisors Resolution No. 462-11 adopted on November 1, 2011; and

WHEREAS, The Airport Commission exercised the first of two options extending the
lease term to June 17, 2015, pursuant to Airport Commission Resolution No. 14-0118 adopted
on June 3, 2014; and

WHEREAS, By Airport Commission Resolution No. 15-0231, adopted on October 27,
2015, the Airport Commission approved revised Amendmént No. 5 to the Lease, which
extends the lease term f_or two concession locations to approximately September 2019, and
extends the lease term for one concession location to approximately June 20186, in order to
accommodate the Terminal 1 RedeVelopment Program; now, therefore, be it

RESOLVED, That the Board of Supervisors hereby approves Amendment No. 5 to the
Boarding Areas “B” and “C” Principal Concession Retail Lease No. 98-0228, copies of which
are contained on file with Clerk of the Board of Supervisors in File No. 160007; and, be it

FURTHER RESOLVED, That within 30 days of the amendment being fully executed by

all parties, the Airport Commission shall provide a copy of the final contract to the Clerk of the

Board for inclusion into the official file.

Airport Commission
BOARD OF SUPERVISORS Page 2




BUDGET AND FINANCE COMMITTEE MEETING ’ FEBRUARY 24, 2016

ltem4 - Department:
File 16-0007 San Francisco International Airport (Airport)

Legislative Objectives

e The proposed resolution would approve the fifth amendment to the lease between the
San Francisco International Airport (Airport) and Pacific Gateway Concessions, LLC (Pacific
Gateway), which - would (a) extend the lease term for three of the four leased locations;
and (b) terminate one of the leased locations, reducing the total square feet to 2,288, in -
order to accommodate the Airport’s Terminal 1 Redevelopment Program.

Key Points

e |n 2015, the San Francisco International Airport (Airport) commenced construction for the
Terminal 1 Redevelopment Program to modernize Terminal 1 and Boarding Areas B and C.
The Program will provide improved passenger circulation with access to 24 gates, new
passenger loading bridges, and new concessions. The estimated cost of the Program is
$2,400,000,000, and is expected to be completed in 2023.

e The Board of Supervisors authorized the original five-year lease between the Airport and
Pacific Gateway based on a competitive process. The lease term was from 1999 to 2004.
The lease has been amended four times, extending the lease term through June 2015
without a competitive process. The lease extensions were due to (1) the Airport’s
Concession Support Program due to slowdown in air travel after the September 11, 2001
attacks (first amendment); and (2) the Terminal 1 Redevelopment Program (third and
fourth amendments). The third and fourth amendments reduced the number of locations
and extended the lease term for the remaining locations to- maintain concessions in
Terminal 1 pending closure of sections of Boarding Areas B as part of the Terminal 1 .
Redevelopment Program. However, changes to the Program resulted in delays or
revisions to the planned closures. '

e The Airport now expects to begin renovation of the Boarding Area B space in spring 2018,
which does not allow sufficient time to select a new concessions vendor. '
Fiscal Impact

e The estimated total rent to be paid by Pacific Gateway to the Airport from March 1, 2016
through the end of the lease term on September 30, 2019 is $3,731,553.
Policy Consideration
e The Airport acknowledges that if the Airport had known, in 2009, that the majority of the
Pacific Gateway premises were going to be in place through 2019, it may have chosen to
issue a Request for Proposals. However, according to the Airport, numerous airline moves
resulting in fewer passengers in Terminal 1 combined with a changing schedule for the
Terminal 1 Redevelopment Program, supported the two prior and the current Pacific
Gateway lease extensions at the time that those decisions were made.
Recommendations
1. Amend the proposed resolution to provide for retroactive approval o June 2015.

2. Approve the proposed resolution as amended.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING FEBRUARY 24, 2016

MANDATE STATEMENT

City Charter Section 9.118(c) states that any modification, amendment or termination of a lease
that had an initial term of ten years or more, including options to extend, or that had
anticipated revenues of $1 million or more is subject to Board of Supervisors approval.

BACKGROUND

In 2015, the San Francisco International Airport (Airport) commenced construction for the
Terminal 1 Redevelopment Program to modernize Terminal 1 and Boarding Areas B and C. The
Program will provide improved passenger circulation with access to 24 gates, new passenger
loading bridges, and new concessions. The estimated cost of the Program is $2,400,000,000,
and is expected to be completed in 2023.

In December 1998, the Board of Supervisors authorized a lease agreement between the Airport
and Pacific Gateway Concessions, LLC (Pacific Gateway) providing Pacific Gateway with 6,324
square feet at Terminal 1 Boarding Areas B and C at the Airport to sell retail goods including
newspapers and candy for a term of five years expiring in 2004. Rent paid to be to the Airport
was equal to the greater of Minimum Annual Guarantee (MAG) of $2,170,001 or a percentage
rent of gross receipts of sales. The lease also required a minimum investment of $927,000 to
build out tenant improvements at the premises. The lease was awarded based on a competitive
Request for Proposals (RFP) process.

The lease has been amended four times since 2002. The first amendment was executed in 2002
and added one option to extend the term for an additional five-year period through 2009.! The
second amendment was executed in 2004 and reduced the square footage of the premises
from 6,324 to approximately 5,766 and increased the MAG to $2,431,201. The third
amendment was executed in 2009 and extended the lease for an additional three years from
June 2009 to June 2012, and reduced the square footage from approximately 5,766 to 3,426
and decreased the MAG to $1,450,000. The fourth amendment was executed in 2011 and
extended the lease term by two years from June 2012 to June 2014, and provided twe one-year
options to extend the lease to June 2016.

Table 1 below shows the rent paid by Pacific Gateway to the Airport throughout the term of the
lease.

' The first amendment providing an additional five-year term was part of the Airport’s Concession Support
Program which reduced the MAG and extended the terms of the Airport’s concession leases due to the slowdown
in airline traffic after September 11, 2011.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST



BUDGET AND FINANCE COMMITTEE MEETING FEBRUARY 24, 2016 -

Table 1: Rent Paid by Pacific Gateway to Airport

Year Rent Paid
FY 98-99 (Jan. - June) $423,981
FY 99-00 2,179,477
FY 00-01 2,176,201
FY 01-02 1,250,665
FY 02-03 1,144,635
FY 03-04 1,328,554
FY 04-05 2,431,201
FY 05-06 2,431,201
FY 06-07 2,431,201
FY 07-08 2,460,580
FY 08-09 2,421,570
FY 09-10 1,903,628
FY 10-11 1,644,294
FY 11-12 1,466,536
FY 12-13 1,640,536
FY 13-14 1,733,472
FY 14-15 1,506,196
FY 15-16 (July ~ Dec) 525,928
Total $31,099,856

Source: San Francisco International Airport

DETAILS OF PROPOSED LEGISLATION

The proposed resolution would approve the fifth amendment to the lease between the Airport
and Pacific Gateway, which would (a) extend the lease term for three of the four leased
locations; and (b) terminate one of the leased locations, reducing the total square feet of 3,426
by 1,138 to 2,288 square feet in order to accommodate the Terminal 1 Redevelopment
Program. Table 2 below shows the one location to be terminated and the three remaining
locations that will be extended, and their expiration dates.

Table 2: Remaining Premises to be Leased by Pacific Gateway

Location Current Square Current Proposed Proposed
Footage Expiration Date® Square Footage Expiration Date b
B1 - Specialty ’ 2,000 June 2015 2,000 September 2019
B6 — Newsstand 1,138 June 2015 Cancelled Expired
B2.2 — Newsstand Kiosk 64 ' June 2015 64 June 2016
C5 - Candy Cart 224 June 2015 224 September 2019
Total 3,426 2,288

? The fourth amendment provided for an extended lease term from June 2012 to June 2014 with two one-year
options to extend. The Airport exercised the first one-year option to extend the lease to June 2015.
® pacific Gateway relinquished the newsstand in Boarding Area B when the lease expired in June 2015.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING ’ FEBRUARY 24, 2016

Retroactive Lease

The fourth amendment provided two one-year options to extend the lease. The Airport
exercised the first one-year option to extend the lease through June 2015 but did not exercise
the second one-year option to extend the lease through June 2016.

The Airport Commission approved the original version of the proposed fifth amendment to the
lease between the Airport and Pacific Gateway in June 2015. Due to design changes in the
Terminal 1 Redevelopment Program, the fifth amendment was revised, and approved by the
Airport Commission in October 2015. The proposed resolution should be amended to approve
the proposed fifth amendment to the lease retroactive to June 2015.

FISCAL IMPACT

As shown in Table 3 below, the estimated total rent to be paid by Pacific Gateway to the Airport
from March 1, 2016 through the end of the lease term on September 30, 2019 is $3,731,553.

Table 3: Estimated Total Rent to be Paid by Pacific Gateway through End of Lease Term
. Square MAG per

Fiscal Year Footage Square Foot b Rent Paid
FY 2015-16 {four months) 2,288° $431 $410,810
FY 2016-17 (full year) 2,224 444 987,117
FY 2017-18 (full year) 2,224 457 1,016,731
FY 2018-19 (full year) 2,224 © 471 1,047,232
FY 2019-20 (three months) 2,224 485 269,662
Total ' $3,731,552

? includes premises B2.2 at 64 square feet, which will expire at the end of FY 2015-16
® MAG is estimated to increase by three percent each year

Impact of Reduction of Square Footage on Airport Budget

I u

As a result of the Airport’s “residual rate setting methodology” (breakeven policy) used by the
Airport to determine rental rates, landing fees, and related fees for all Airlines, the proposed
resolution amending the Pacific Gateway, will not result in any budgetary shortfall for the
Airport. The residual rate setting methodology is a formula which sets the schedule of all rental
rates, landing fees, and related fees to a level which ensures that Airport revenues received
from all of the airlines at the Airport, plus the non-airline revenues received by the Airport, is
equal to the Airport’s total costs, including debt service and operating expenditures. Therefore,
any reduction to concession revenues, such as the subject reduction of square footage under
the proposed resolution, will not have a direct impact on the Airport’s budget.

In accordance with the Lease and Use Agreement between the Airport and the airlines, 15
percent of all concessions revenues realized by the Airport are transferred to the City’s General
Fund as an Annual Service Payment. According to Ms. Frishtah Afifi, Principal Property
Manager at the Airport, any loss of revenues due to the proposed lease amendment will be
offset due to the residual rate setting methodology. In FY 2015-16, the Airport estimates

SAN FRANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING FEBRUARY 24, 2016

providing an Annual Service Payment of approximately $41,700,000, to the City’s General
Fund.

POLICY CONSIDERATION ]

As stated above, the original lease between the Airport and Pacific Gateway was for five years
from June 1999 to June 2004. The lease has been amended four times and extended by 11
years through June 2015 without a competitive process. According to Airport documents, the
Airport extended the lease without a competitive process due to the planned renovation of
Boarding Area B under the Terminal 1 Redevelopment Program, which did not allow sufficient
time to solicit for a new vendor. Due to revisions to the Terminal 1 Redevelopment Program,
the timeframe to renovate Boarding Area B has been delayed. .

According to Ms. Afifi, the Airport decided to enter into the proposed fifth amendment, which
extends the Pacific Gateway lease through September 2019, rather than issue an RFP for a new
vendor for the Boarding Area B space because the pending renovation of the Boarding Area B
space is now expected to begin in spring 2018,% or approximately two years, which does not
allow sufficient time to select a new vendor.

Ms. Afifi acknowledges that if the Airport had known, in 2009, that the majority of the Pacific
Gateway premises were going to be in place through 2019, it may have chosen to issue a
Request for Proposals. However, according to Ms. Afifi, numerous airline moves resulting in
fewer passengers in Terminal 1 combined with a changing schedule for the Terminal 1
Redevelopment Program, supported the two prior and the current Pacific Gateway lease
extensions at the time that those decisions were made.

RECOMMENDATIONS _

1. Amend the proposed resolution to provide for retroactive approval of the fifth amendment
to June 2015.
2. Approve the proposed resolution as amended.

2 Although the fifth amendment provides an extension of the lease through September 2019, the Airport now
expects to begin the Boarding Area B renovations in spring 2018. The fifth amendment allows the Airport to
terminate the lease prior to September 2019.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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San Francisco International Airport
December 8, 2015

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 Amendment No. 5 to Boarding Areas “B” and “C” Principal Retail
Concession Lease No. 98-0228 between Pacific Gateway Concessions, LLC 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, I am forwarding for the Board of Supervisors’
approval Amendment No. 5 to Boarding Areas “B” and “C” Principal Retail Concession Lease
No. 98-0228 between Pacific Gateway Concessions, LLC and City and County of San Francisco,
acting by and through its Airport Commission. The Airport Commission approved this
Amendment No. 5 by its Resolution No. 15-0231 adopted on October 27, 2015.

Original and two copy sets of the following documents are enclosed for review:
¢ Board of Supervisors Resolution;
e Approved Airport Commission Resolution No. 15-0231;
e FEthics Form SFEC-126 for the Board of Supervisors;
Ethics Form SFEC-126 for the Mayor’s Office;
Copy of Amendment No. 5 to Boarding Areas “B” and “C” Principal Retail Concess1on
Lease No. 98-0228; and
o Copy of Boarding Areas “B” and “C” Principal Retail Concession Lease No. 98-0228
with Amendment Nos. 1 -4 to the Lease.

*

You may contact Cheryl Nashir, Director, Airport Revenue Development and Management, at
650.821.4500 regarding this matter.

Very truly yours,

Caramatti
mmission Secretary

Enclosures

cc: Cheryl Nashir, Revenue Development and Management

ARIRPORT COMMISSION CITY AND COUNTY OF SAN FRANCISCO

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

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



AIRPORT COMMISSION
CITY AND COUNTY OF SAN FRANCISCO

Tig iy g el A L f
RESOLUTION NO.__:} 15-02 31

APPROVAL OF THE REVISED AMENDMENT NO. S TO PACIFIC GATEWAY
CONCESSIONS, LLC’S BOARDING AREAS “B” AND “C” PRINCIPAL CONCESSION

RETAIL LEASE NO. 98-0228

WHEREAS, by Resolution No. 98-0228 adopted September 15, 1998, the Airport Commission
(“Commission”) awarded the Boarding Areas “B” and “C” Principal Concession
Retail Lease (the “Original Lease™) to DeLaVe, Inc.; and

WHEREAS, by Resolution No. 05-0150 adopted August 2, 2005, the Commission consented to
assignment of the Original Lease to Pacific Gateway Concessions, LLC (“PGC”); -

and

WHEREAS, the Original Lease was subsequently amended by Amendment No. 1 pursuant to
Resolution No. 02-0039 adopted February 19, 2002 (authorizing the Airport
Director to implement the Airport Concession Support Program); by Amendment
No. 2 pursuant to Resolution No. 03-0164 adopted September 16, 2003
(authorizing changes to the premises); by Amendment No. 3 pursuant to

- Resolution No. 09-0132 adopted May 22, 2009 (authorizing additional changes to

the premises, extending the term, decreasing the Minimum Annual Guarantee,
and requiring a refurbishment of the premises); and by Amendment No. 4
pursuant to Resolution No. 11-0151 adopted June 30, 2011 (extending the Lease
term and granting two one-year options to extend) (collectively, the “Lease™); and

WHEREAS, staff negotiated the terms and conditions of a prior version of Amendment No. 5
to the Lease with PGC in order to accommodate the Terminal 1 Redevelopment
Program and obtained Commission approval for such Amendment No. 5 on
June 16, 2015, by Resolution No. 15-0137; and

WHEREAS, due to design changes in the Terminal 1 Redevelopment Program, replacement
premises originally offered to PGC are no longer available, and staff has
negotiated certain revisions to Amendment No. 5 with PGC ; now, therefore, be it

RESOLVED, that this Commission hereby approves the revised Amendment No. 5 to Boarding
Areas “B” and “C” Principal Concession Retail Lease No. 98-0228 extending the
term to approximately September 2019 for the Specialty Shop and the Candy
Cart, and to approximately June 2016 for the Newsstand Kiosk; and, be it further

RESOLVED, that this Commission hereby directs the Commission Secretary to forward the
revised Amendment No. 5 to the Board of Supervisors for approval pursuant to
Section 9.118 of the Charter of the City and County of San Francisco.

1 hereby certify Lfbat the foregoing resolution was adopted by the Airport Commission
az‘z:z:fm.sfez‘ingq‘ . == OCT 2 7/‘2015

Nl ot

U Secretary




San Francisco International Airport

MEMORANDUM
October 27, 2015

TO: AIRPORT COMMISSION
Hon. Larty Mazzola, President
Hon. Linda S. Crayton, Vice President
Hon. Eleanor Johns
Hon, Richard J. Gug_genhune
Hon, Peter A. Stern

FROM: Airport Director

SUBJECT:  Revised Amendment No. 5 to Pacific Gateway Concessions, LLC’s Boarding
Areas “B” and “C” Principal Concession Retail Lease No. 98-0228

DIRECTOR’S RECOMMENDATION: APPROVE THE REVISED AMENDMENT NO. 5 TO
PACIFIC GATEWAY CONCESSIONS, LLC’S BOARDING AREAS “B” AND “C”
PRINCIPAL CONCESSION RETAIL LEASE NO. 98-0228, EXTENDING THE TERM FOR
THREE LOCATIONS, AND DIRECTING THE COMMISSION SECRETARY TO
FORWARD THE REVISED AMENDMENT NO. 5 TO THE BOARD OF SUPERVISOR’S
FOR APPROVAL,

Executive Summary

Under Boarding Areas “B” and “C” Principal Concession Retail Lease No. 98-0228 (“Lease™),
Pacific Gateway Concessions, LLC (“PGC”) operated four retail locations in Terminal 1,
including a Specialty Shop, a Newsstand, a Newsstand Kiosk and a Candy Cart. The Lease
expired on June 17, 2015. The Newsstand location closed after the Jease expiration this year. In
order to accommodate the Terminal 1 Redevelopment Program, San Francisco International
Airport (“Airport”) desires to extend the term of the Lease until approximately September 2019 for
the Specialty Shop and the Candy Cart, and until approximately June 2016 for the Newsstand
Kiosk. ,

. Background

On Septeraber 15, 1998, pursuant to Resolntion No. 98-0228, the Airport Commission
(“Commission”) awarded the Boarditig Areas “B” and “C” Principal Concession Retail Lease
(“Original Lease™) to DeLaVe, Inc. for a term of five years. The Commission consented to
assignment of the Original Lease to PGC by Resolution No. 05-0150 adopted August 2, 2005.

Subsequently, the Commission approved four amendments (collectively the “Lease
Amendments™) to the Original Lease (the Original Lease and the Lease Amendments shall be
referred to herein as the “Lease™).

THIS PRINT COVERS CALENDAR ITEMNO. \.)

AIRPORT COMMISSION CITY AND COUNTY OF SAN FRANCISCO

EDWIN M. LEE LARRY MAZZOLA LINDA.S. CRAYTON ELEANOR JOHNS RICHARD f. GUGGENHIME PETER A. STERN JOHN L. MARTIN
MAYOR PRESIDENT " VICE PRESIDENT AIRPORT DIRECTQR

Post Office Box 8097 San Francisco, California 94128 Tel 650,821.5000 Fax 650,821.5005 www,flysfo.com




Members, Airport Commission

The lease history is summarized below:

October 27, 2015

.Date Amendment | Change Reason
February 19, | Amendment 1 | Concession Support Program Terrorist attacks of
2002 enacted consisting of Minimum | September 11, 2001.
Annual Guarantee (“MAG”)
suspension; MAG reinstatement
language; and a 5 year extension.
September 16, | Amendment 2 | Modified the original premises | Relocation of 3
2003 ' - | and increased the MAG. facilities to allow the
- Airport to develop its
Domestic Terminals
food and beverage
program.
May 22, 2009 | Amendment 3 | Removed all premises on Boarding Area C
Boarding Area C; reduced the premises were
MAG:; added a news wall on 1 removed to create a
Boarding Area B; extended the | new business
term for 3 years; stipulated opportunity. Boarding
refurbishment requirements. Area B premises were
extended due to the
Alirport’s plans to
renovate within a
short period of time.
June 30, 2011 | Amendment 4 | Extended the term for 2 Lease was extended
' additional years and added 2 . | again due to Airport’s
one-year options. plans to renovate
- ‘ within a short period
of time.

The Airport Commission approved a prior version of Amendment No. 5 by Resolution

No. 15-0137 adopted on June 16, 2015, that included replacement premises for the Newsstand
Kiosk of approximately 400 square feet adjacent to the new Gate 20 in Terminal 1. Dueto
design changes in the Terminal 1 Redevelopment Program, the replacement premises are no
longer available. This revised Amendment No. 5 removes the replacement premises from the
lease amendment. In addition, since there are no replacement premises for the Newsstand Kiosk,
the term of the Newsstand Kiosk will not be extended to September 2019, as originally
anticipated. In light of the terminal design changes, staff now recommends that the term for the
Newsstand Kiosk be extended only to June 2016.

The remainder of terms and conditions of the original Amendment No. 5 stay the same. The
term for the Specialty Shop and the Candy Cart is recommended to be extended to approximately
September 2019 in order to continue offering a high level of customer service to guests. Staff
further recommends that the Commission approve these amended terms in lieu of exercising the
second and final option to extend as provided for in Amendment No. 4.




Members, Airport Commission . ' -3- October 27, 2015

Lease Amendment Proposal

The proposed revised Amendment No. 5 with PGC contains the following terms and conditions:
1) Term. '

a) The term for the Specialty Shop and the Candy Cart is extended and will explre in or
around September 2019.
.b) The term for the Newsstand Kiosk will expire in or around June 2016 based on the
Terminal 1 Redevelopment Program schedule.
c¢) The second and final option to extend is not exercised and such term is removed from the
Lease.

2) Rent and Other Fees and Charges. Rent and other fees and chérges which are tied to the
square footage of the premises will be adjusted based on the difference in square footage
between the original premlses and the modified premises.

Recommendation

I recommend approving the revised Amendment No. 5 to Pacific Gateway Concessions, LLC’s
Boarding Areas “B” and “C” Principal Concession Retail Lease No. 98-0228, and directing the
Commission Secretary to forward the revised Amendment No. 5 to the Board of Supervisors for
approval.

Airport-Director

Prepared by: Leo Fermin
Chief Business and Finance Officer

Attachments




Attachment 1

Pacific Gateway Concessions, LLC
Boarding Areas “B” and “C” Principal Concession Retail Lease No. 98-0228
Premises ‘
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b

AMENDMENT NO.5TO
BOARDING AREAS “B” AND “C” PRINCIPAL CONCESSION RETAIL
LEASE NO. 98-0228
AT SAN FRANCISCO INTERNATIONAL AIRPORT

THIS AMENDMENT NO. 5 TO BOARDING AREAS “B” AND “C” PRINCIPAL
CONCESSION RETAIL LEASE AT THE SAN FRANCISCO AIRPORT LEASE NO. 98-0228
(“Amendment No. 5), dated as of , for reference purposes only,
is entered by and between the between the CITY AND COUNTY OF SAN FRANCISCO, a
municipal corporation, acting by and through its Airport Commission (“City”), as landlord, and
PACIFIC GATEWAY CONCESSIONS, LLC (“Tenant”), as tenant.

RECITALS

A. City and Tenant entered into Lease No. 98-0228, dated September 15, 1998 (the
“Lease”) for those certain retail spaces located in Boarding Area “B” and Boarding Area “C” of
Terminal 1 (the “Premises™) at the San Francisco International Airport (the “Airport”). The
Lease was previously approved by the Airport Commission pursuant to Resolution No. 98-0228
adopted on September 15, 1998, and by Board of Supervisors Resolution No. 1005-98 adopted
on December 7, 1998.

B. The Lease was subsequently amended pursuant to Amendment No. 1 approved by
Airport Commission Resolution No. 02-0039 adopted February 19, 2002, and by Board of
Supervisors Resolution No. 552-02 adopted on August 12, 2002, which authorized the Director
to implement the Concession Support Program giving Tenant one option to extend the Lease
term by five years (“CSP Option Term”). Tenant exercised the CSP Option Term, which expired
on June 17, 2009.

C. The Lease was further amended pursuant to Amendment No, 2 approx}ed by
Airport Commission Resolution No. 03-0164 adopted on September 16, 2003, and by Board of
Supervisors Resolution No. 65-04 adopted on February 3, 2004, which adjusted the Premises.

D. The Lease was further amended pursuant to Amendment No. 3 approved by
Airport Commission Resolution No. 09-0132 adopted May 22, 2009, and by Board of
Supervisors Resolution No. 344-09 adopted on August 11, 2009, which extended the Lease to
June 17, 2012, adjusted the Minimum Annual Guarantee (“MAG”), and further modified the

Premises.

E. The Lease was further amended pursuant to Amendment No. 4 approved by
Airport Commission Resolution No.11-0151 adopted on June 30, 2011, and by Board of
Supervisors Resolution No. 462-11 adopted on November 1, 2011, which extended the Lease to
June 17, 2014 and provided two one-year option periods thereafier.

F. The Lease, as amended by Amendment No. 1, Amendment No. 2, Amendment

, No. 3 and Amendment No. 4 shall be referred to below as the “Lease”.

1

Boarding Areas “B” And “C” Principal Concession Retail Lease No. 98-0228 .
Amendment No. 5 - Pacific Gateway Concessions, LLC



G. Currently, the Premises consist of the followiﬁg four locations: (1) B1 Specialty
Shop; (2) B6 Newsstand; (3) B2.2 Newsstand Kiosk; and (4) C-5 Candy Cart.

H. The first one-year option to extend was previously exercised and the Lease
currently expires on June 17, 2015 for all four Lease locations.

L In order to accommodate the Terminal 1 Redevelopment Program, City desires to
extend the Term of the Lease until approximately September 2019 for the B1 Specialty Shop and
the C-5 Candy Cart and extend the Term of the Lease until approximately June 2016 for the B2.2
Newsstand Kiosk. The Term of the Lease as it relates to the B6 Newsstand would expire as
originally contemplated under the Lease on June 17, 2015.

J. All capitalized terms not otherwise defined herein shall have the same meaning
given to them in the Lease.

NOW, THEREFORE, in consideration of the foregoing and for valuable consideration the
sufficiency of which is hereby acknowledged, City and Tenant hereby agree to amend the Lease
as follows:

AGREEMENT

1. Recitals. The foregoing recitals are true and correct and are incorporated herein by this
reference as if fully set forth herein.

2. Effective Date. The effective date of the modifications to the Lease contained in this
Amendment No. 5 shall be the date the Airport Director executes this Amendment No. 5.

3. Term. The Term ofthe Iease is amended as follows:

a. The Term for the B1 Specialty Shop and the C5 Candy Cart is extended and will
expire in or around September 2019, provided, however, such extended tetm may
be shortened or further extended by City, in City’s sole discretion, to
accommodate construction schedules, City will endeavor to provide Tenant with
not less than sixty (60) days’ advance notice of the actual Expiration Date.

b. The Term for the B2.2 Newsstand Kipsk is extended and will expire in or around
June 2016, provided, however, such extended term may be shortened or further
extended by City, in City’s sole discretion, to accommodate construction
schedules. City will endeavor to provide Tenant with not less than sixty (60)
days’ advance notice of the actual Expiration Date.

¢. The Term for the B6 Newsstand is not extended and will expire as contemplated
under the Lease on June 17, 2015,

d. City will not exercise the final option to extend and there shall be no further
options to extend under the Lease.
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4. Rent and Other Fees and Charges. Rent and other Fees and Charges which are tied to
the square footage of the Premises will be adjusted based on the difference in square footage
between the original premises and the adjusted premises.

5.  Entire Agreement. This Amendment No. 5 contains all of the representations and the
entire agreement between the parties with respect to the subject matter of this agreement. Any
prior correspondence, memoranda, agreements, warranties, or written or oral representations
relating to the subject matter of this Amendment No. 5 are superseded in their entirety by this
Amendment No. 5. No prior drafts of this Amendment No. 5 or changes between those drafts
and the executed version of this Amendment No. 5 shall be introduced as evidence in any
litigation or other dispute resolution proceeding by any party or other person, and no court or
other body should consider such drafts in interpreting this Amendment No. 5.

6. Miscellaneous. This Amendment No. 5 shall bind, and shall inure to the benefit of, the
successors and assigns of the parties hereto. This Amendment No. 5 is made for the purpose of
setting forth certain rights and obligations of Tenant and City, and no other person shall have any
rights hereunder or by reason hereof as a third party beneficiary of otherwise. Each party hereto
shall execute, acknowledge and deliver to each other party all documents, and shall take all
actions, reasonably requested by such other party from time to time to confirm or effect the
matters set forth herein, or otherwise to carry out the purposes of this Amendment No. 5. This
Amendment No. 5 may be executed in counterparts with the same force and effect as if the
parties had executed one instrument, and each such counterpart shall constitute an original
hereof. No provision of this Amendment No. 5 that is held to be inoperative, unenforceable or
invalid shall affect the remaining provisions, and to this end all provisions hereof are hereby
declared to be severable.- Time is of the essence of this Amendment No. 5. This Amendment
No. 5 shall be governed by the laws of the State of California. Neither this Amendment No, 5
nor any of the terms hereof may be amended or modified except by a written instrument s1gned
by all the parties hereto.

7. Full Force and Effect. Except as specifically amended herein, the terms and conditions
of the Lease shall remain in full force and effect.

"

1
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first set forth
above.
TENANT: Pacific Gateway Concessions, LLC,

a limiteybifty compan; l
Sy AU\ g a0
N d

Name: Y ANER. JECA
(type or print)
Title: WMANAGING MEMBER

CITY: CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation,
acting by and through its Airport Commission

John L. Martin PX
Alrport Director

AUTHORIZED BY AIRPORT
COMMISSION

Resolution No.

Adopted:

Attest:

Secretary
Airport Commission

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

By: o
Deputy City A{mms? '

10.7.2015
XANTENANTS\Pacific Gateway Concess\CommPkg OffCal\98-0228\PGC 1.98-0228 Amend FA CN Amend 5-LB.docx
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' . ‘ AMENDMENT NO.4TQ - ‘ '
BOARDIN G AREAS “B” AND “C” PRINCIPAL CONCESSION RETAIL
LEASE NO. 98-0228
AT SAN FRANCISCO INTERNATIONAL AIRPORT :

THIS AMENDMENT NO 4 TO BOARD]NG AREAS “B” AND “C” PRINCIPAL

-~ CONCESSION RETAIL LEASE NO. 98- 0228 AT THE SAN FRANCISCO AIRPORT

- (“Amendment No. 47), dated as of, - . for reference purposes only,
is entered by and between the between the CITY AND COUNTY OF SANFRANCISCO, a
municipal corporation (the “City”), acting by and through the SAN FRANCISCO AIRPORT .
COMMISSION (the “Auport”) as landlord, and PACIFIC GATEWAY CONi CESSIONS LLC |
© as tenant (“Tenant”) . . e

RECITALS

" A - The An:port and Tenant entered into Lease No. 98~0228 dated September 15
1998 (the “Lease”) for those eertain retail spaces located at the Alrport in Boarding Atrea “B” and
Boarding Area “C” of Terminal 1 (the “Premises™), The Lease was previously approved by the
" Airport Commission pursuant to Resolution No. 98-0228 adopted on September 15, 1998, arid by

Board of Superv1sors Resolunon No. 1005-98 adopted on Decetmber 7, 1998, ‘

B. The Léase tas subsequently amended pursuant to Amendment No 1 approved by "

. .- Airport Commission Resolution No. 02-0039 adopted February 19, 2002, and by Board of -

+ Supervisors Resolution No. 552-02 adopted on August 12, 2002, which authorized the Director
to implement the Concessjon Support Program (“CSP”) giving Tenant one opt1on to extend the
Lease term by five (5) years (“CSP Opnon Termt ) Tenant exerc1sed the CSP Optlon Term,,

" ‘which expired on ., . -
June 17, 2009. '

,C. " The Lease was further amended pursuant to Amendment No 2 approved by t
- . Airport Cornmissior Resolution No. 03-0164 adopted on September 16, 2003, and by Board of -

| - Supervisors Resolutlon No. 65-04 adopted on February 3, 2004 which adjusted the Premises.

. D The Lease was further amended pursuant to Amendment No 3 apprOVed by

© Ajrport Commission Resohution No, 09-0132 adopted May 22, 2009, and by Board of”
Supervisors Resolution No. 344-09 adopted on August 11, 2009, which extended the Lease to

.- -June 17, 2012, adjusted the Mnnrnum Annual Guarantee (“MAG”), and requned a refurbmhment
© ofthe premtses : , .

E . The phasmg schedule forthe renovatmn of Termmal 1 is slated between nnd—
- 2015 and mid-2016, and the intertm plan for gate usage by airlines in Bozarding Area B is not yet -
_defined. The Airport and Tenant wishes to maintain the high Ievel of service in Termmal 1 until

the Terminal 1 renovation plan is settled '

F.  The Anport and Tenant have agreed to modlfy certain terms of the Lease during -
the holdover period, as approved by Airport Cornmission Resolunon No. 11—0 151 adopted on '

. June 30, 2011 as set forthbelow

PageI_o,fE’x'
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‘G, ALl capltahzed terms not otherw15e deﬁned herem shall have the same meaning
. gwen to them ir the Lease ' -

- NOW, TI—IEREFORE in consuleratmn of the foregomg and for valuable consideration- the
~sufﬁc1ency of which is héreby acknowledged Clty and Tenant hereby agree to amend the Lease
as foﬂows : .

AGREEMENT

1. Recitals.. The foregomg recitals are true and correct and are mcorporated herem by thlS

" reference as if fully set forth herem

. 2 Eﬂ'ectlve Date The effecthe date of the mod1f1cat1ons to the Lease contamed m shall be
“June 18,2012:° - . | o . ‘

3. Term. The Airport Commission, in its sole and absolute discretion, shall have one .
option to extend the term by two years, commencing on Jine 18, 2012, with two one-year -
" extensions thereafter.. This Lease extension shall expiré no later than June 17, 2016. Either party
" may terminate the Lease at the end of the first option upon- advance written notice to the other of
no less than sixty (60) days. . : '

4, -Entife Agreement. This Amendment No. 4 confains all of the representations and fhe
entire agreement betweén the parties with respect to the subjéct matter of this agreéement.. Any .
. prior correspondence, memoranda, agreements, warranties, or written or oral represeritations

" ‘relating to the subject matter of the Amendment No. 4 are superseded in their entirety by this
" ‘Amendment No. 4. No prior drafts of this Amendment No. 4 or changes between those drafts
and thé executed version of this Amendment No. 4 shall be introduced as evidence in any
litigation or other dispute resolution proceeding by any party or other person, and no court or -

" other body should con51der such drafts in mterpretmg ‘this Amendment N o} 4

5. Mlscellaneous “This Amendment No. 4 shall bmd and shall inure to the beneﬁt of, the
successors and assigns of the parties hereto. This Amendment No. 4 is made for the purpose of .
setting forth certain rights and obligations of Tenant and the Airport, and no other person. shall

. ,have any nghts hereunder or by reason hereof as a thzrd party benef1c1ary of otherw1se :

~ Each party hereto shall execute acknowledge and deliver to each other party alI
documents, and shall take all actions, reasonably requested by such other party from time to time
© to confirm or effect the matters $et forth herein, or otherwise to carry ouf the purposes of this
- Amendment No. 4. This Amendment No. 4 may be executed in counterparts with the same
force and effect as if the parties had exécuted one instrument, and each such coufiterpart shall
constitute an original hereof. No provision of this Amendment No. 4 that isheldtobe
inoperative, unenforceable or invalid shall affect the remaining provisions; and-to this end all
' - 'provisions hereof are hereby declared to be severable. Time is of the essence of this Amendment
. No. 4. This Amendment No, 4 shall be govemed by the laws of the State of California; Neither.

- .this Amendment No. 4 nor any of the terris hereof may be amended or modified except by a

written mstrument 31gned by all the pames hereto.
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6. Full Force and Effect. Except as- spemﬁcally amcnded herem, the terms and condltxons |

... of the Lease shall remain in full force and effect.-

.

Y/
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IN WITNESS WHEREOF the parties have executed this Agreement as of the Effective Date.

TENAN T Pacxﬁc Gateway Concesswns, LLC

a hm1ted habﬂ%y company
Name: l// A/J/:(gj/fn/ s

- CITY: CITY:

AUTHORIZED BY AIRPORT
‘ _COM:MISSION '

-' Resolution No'._"_l-
Adopted: June 30,

. .. ‘ < 7 : b
R/ T
T AdzpOrt Director .

Attest:
ecreta.ty
A1rp0rt Comnnssmn
. APPROVED AS TO FORM

DENNIS g HERRERA,

City Attane o
o eat,
| s s

2011.07.21

a municipal corporatlon

(t_ype or pnnt)

Y OF SAN FRANCISCO,

XATENANTS\Pacific Gateway Concess\Agrcemcuts\Worlqng Docs\PGC 1.98-0228 Awmend 4.doc
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AMENDMENT NO. 3 TO
LEASE AGREEMENT
AT SAN FRANCISCO INTERNATIONAL AIRPORT
(Boarding Areas “B” and “C” Principal Concession Retail Lease)

This AMENDMENT NO. 3 (this “Agreement”), dated as of the Effective Date (as
defined below), is entered into by and between Tenant (as defined below), and the City and
County of San Francisco, a municipal corporation, acting by and through its Airport Commission
(“City”). This Agreement is made with reference to the following facts:

A. Tenant and City have entered into the Lease (as defined below) pursuant to which
Tenant conducts certain concession operations at the San Francisco International Airport (the
“Airport”).

B.  Tenant and City desire to amend the Lease, on the terms and conditions set forth
below. Accordingly, Tenant and City agree as follows:

1. DEFINED TERMS.

As used in this Agreement, the following capitalized terms shall have the meanings given
them below. Any capitalized term not defined herein shall have the meaning given it in the
Lease.

Effective Date: October 2, 2009 '
Tenant: Pacific Gateway Concessions, LLC,
a limited liability company.

Lease: Lease No. 98-0228 (“Boarding Areas “B” and “C” Principal
Concession Retail Lease™), as the same may have been
amended or modified to date.

MAG: The Revised Minimum Annual Guarantee (“MAG”) is
$1,450,000. The current MAG is $2,432,200.

2. LEASE AMENDMENTS.
2.1 Premises.

(a) As of the Effective Date or as otherwise stated below, the Premises shall be
modified as follows: :

: F;Cﬂfity Current Concept/Size Modification
el
Bl Specialty Shop, currently comprising No change

approximately 2,000 square feet.

B6 Newsstand, currently comprising No Change
approximately 1,138 square feet.
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Ff;:"fifY Current Concept/Size Modification

Ref.

B.2.04 | Newsstand Kiosk comprising Added Space
approximately 64 square feet

C2 Specialty Shop, currently comprising Surrender Space
. approximately 1,257square feet. '

C3 Specialty Coffee, Tea and Spices, currently | Surrender Space
comprising approximately 510 square feet.

C4 Newsstand, currently comprising Surrender Space
approximately 637 square. feet.

C5 Candy Cart, currently comprising | No change.
approximately 224 square feet.

(b) Reflecting such modifications, the definition of the “Premises” in the Lease shall
be deleted and the following shall be inserted in lieu thereof:

Premises: | Store Nos. B1, B6, B2.2 and C5 in Terminal 1 (the “Terminal™) at the

(§ 1) | San Francisco International Airport, comprised of approximately 3,426
square feet of retail space, as described on the attached Exhibit A, broken
down as follows:

App. Square Feet

B1 Specialty Shop 2,000
'B6 Newsstand 1,138
B2.2 Newsstand Kiosk 64
~ C5 Candy Cart 224

: (c) Exhibit A to the Lease is deleted and Exhibit A attached hereto is inserted in lieu
thereof, :

2.2 Permitted Uses. Exhibit C to the Lease is deleted and Exhibit C attached hereto
is inserted in lieu thereof.

2.3 Decrease in Minimum Annual Guarantee. Effective as of the C2, C3 and C4
surrender dates, (1) the MAG will decrease by $981,200 from $2,431,200 to $1,450,000 and
will, thereafter, be subject to adjustments to MAG as specified in the Lease; and (2) the MAG
will be reinstated for purposes of determining Annual Rent under the Lease, regardless of
enplanements.

2.4 - Extension Start Date and MAG Reduction Start Date. The Extension Period will
begin June 18, 2009. The MAG reduction will go into effect upon the surrender of spaces C2,
C3 and C4.
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2.5  Term. The term of the Lease extension is three (3) years, with the right of either
party to temnnate the Lease after the initial twelve (12) months with a sixty (60) day written
notice.

2.6 Improvement Work. Tenant, at Tenant’s sole cost, shall perform all Alterations
required in the Premises necessary for Tenant’s permitted operations, subject to all applicable
Laws, the TI Guide, and as otherwise specified in the Lease.

2.7  Surrender. Tenant shall surrender all spaces to be surrendered hereunder in the
condition and as per the requirements of the Lease. ~

3. GENERAL PROVISIONS.

3.1 Full Force and Effect. As amended hereby, each and every of the terms, condmons
and covenants in the Lease shall remain in full force and effect.

3.2 Lease. As used herein and in the Lease, the term “Lease” shall mean the Lease as
amended hereby. In the event of any inconsistency or conflict between a term and/or condition
of the Lease and a term and/or condition of this Agreement, the term and/or condition in this
Agreement shall prevail.

3.3 Entire Agreement. The parties intend that this Agreement (including all of the
attached exhibits and attachments, which are made a part of this Agreement) 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 wrltten or oral agreements or

understandings.

3.4 Governing Law. Thié Agreement shall be construed and enforced in accordance with
the laws of the State of California.

3.5 Counterparts. This Agreement 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.

11111/ Intentionally Left Blank /////
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the Effective
Date.

TENANT: Pacific Gateway Concessions, LLC,

alinﬁ%ﬂity cogpany
o Wirl 7 bt

Name: M/}NO«//F$ ﬂ/

(type or pyint)
Title: M/H{/Aj /,g’/ y Mfﬂ/

CITY: CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation,
acting by and through its Airport Commission

Qb
L. Martin ;

gz‘i‘)rt Director w ﬂ /@t

AUTHORIZED BY AIRPORT

COMMISSION

Resoluti 0. 09-013 )
Adopted: Mgy 22, 2009 V)Aﬁé
Attest: aLi

Secretary

Airport Commission

\

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

By:
Deputy City Attorney
06.09.2009 .
XANTENANTS\Pacific Gateway Concess\Agreements\PGC L98-0228 Amend 3 FINAL.doc
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EXHIBIT A

Premises
(as modified June 2009)

Space Bl

Terminal 1

§1 Premises.
1. Space B1, Terminal 1 Boarding Area “B” — “City by the Bay” existing specialty store
of approximately 2000 square feet.

2. Space B6, Terminal 1 Boarding Area “B” — “San Francisco Bay Reader” existing
news/gift store of approximately 1,138 square feet.

3. Space C5, Terminal 1 Boarding Area “C” — “Simply Gourmet” existing gourmet
candy kiosk of approximately 224 square feet.

4. Space B.2.044, Terminal 1 Boarding Area “B” — One wall unit kiosk location of
approximately 64 square feet.

Lease Amendment No. 3




EXHIBIT C
USE AND OPERATIONAL REQUIREMENTS

(as modified June 2009)

1. GENERAL REQUIREMENTS: All merchandise shall be sold on a non-exclusive basis,
and Airport reserves the right to sell and to permit other Airport tenants to sell such
merchandise. All such items must be sold at retail. Tenant may not display, sell, rent, or
otherwise offer any merchandise not described below as being “Required” or “Optional”,
without Director’s prior consent. Tenant is encouraged to display and promote the sale of
merchandise manufactured in San Francisco.

2. REQUIRED/OPTIONAL MERCHANDISE: In the event Director permits any products
to be sold or offered that is not listed below, or otherwise permits any other change in the
Permitted Use, this Exhibit shall be deemed amended without need for a formal amendment
of this Lease. Tenant shall be required to operate the Premises in accordance with the
requirements, and offer the merchandise as described below:

Space Bl

REQUIRED MERCHANDISE ' | OPTIONAL MERCHANDISE

The following items must be carried at all times: | ¢  Stationery items such as:
» PostCards
»  Maps

* Greeting cards may be sold at no more than
the pre-marked price on the cards

e Pre-packaged gift boxes of chocolates

California Gourmet Food Concept
California gourmet food merchandise such as:

» High quality California wines, all of which
must be cork-finished botties.

e High quality gourmet foods unique to or

made in California such as” s California cookbooks

= 8ged f]ruits/dates * San Francisco cookbooks

" ocolate '

»  Salad dressings » Small ieather goods

= Coffee/Tea ¢ Sunglasses

= Cookies/Cakes » Accessories relevant to the five concepts

"Apparel Boutigue Concept

Goods that are representative and reflective of
San Francisco and Greater Bay Area tourist
destinations such as:

» Imprinted/logo apparel
» Non-logo resort wear
e Headwear

e Outerwear

o (Casual wear

Lease Amendment No. 3 , Exhibit C, Page 1



REQUIRED MERCHANDISE

OPTIONAL MERCHANDISE

Children’s Boutique Concept

.

High Quality children’s products such as:

Souvenir/Gift Boutique
Souvenir and gift items that are representative

and reflective of San Francisco and Bay Area
tourist destination such as:

Licensed Collegiate/Sports Boutique

Imprinted logo apparel
Non-logo apparel
Plush animals/toys
Children’s activities
Children’s accessories

Mugs/shot glass
Collectible spoons
Key chains/magnets
Tote bags

Plates

Collegiate goods from Bay Area universities and
Bay Area national sports teams such as:

in addition, Tenant must allocate 200 square
feet for the sale of the 20 best-selling candy
bars (packaged for hormal retail sale) and
sundry items such as health and beauty aides,
toiletries, film and photographic accessories.

Apparel
Headwear
Collectibles

Lease Amendment No. 3 Exhibit C, Page 2




Space B6

GENERAL CONCEPT

REQUIRED MERCHANDISE

OPTIONAL MERCHANDISE

Reading materials such as
newspapers, magazines and
books, and a selection of
sundry items usually found in a
newsstand, such as over-the-
counter medication.

The following items must be
carried at all times:

» Atleast 300 separately
displayed titles of
paperback and hardback
books sold at no more than
the publisher’s list price

» New York Times top ten
best-sellers on the weekly
New York Times Section

* Snacks packaged for
normal retail

» Maps
e Stationery products

e San Francisco sourdough
bread

s Gourmet foods such as
packaged popcorn

e Quality brand name
candy/chocolate, such as
See's and/or Ghirardelli

e A complete supply of
newspapers of general
circulation and sold at no
more than the pre-marked
cover price

s Atleast 100 separately
displayed major best-
selling national periodicals
and magazines and sold at
no more than the pre-
marked cover price

s Atleast 20 best-selling
candy bars as packaged
for normal retail sale

¢ Health and beauty aids

¢ Film and photographic
accessories

s Non-prescription
medication.

Lease Amendment No. 3
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Space B.2.044

REQUIRED MERCHANDISE

OPTIONAL MERCHANDISE

marked price.

pre-marked cover price.
s Botiled water

cookies, jerky and nuts.
» Gum and breath mints

e Film and batteries

o New York Times top ten best-seller.

o Atleast 15 separately displayed titles of
major best-selling national periodicals and
magazines sold at no more than the pre-

« A complete supply of newspapers of

general circulation sold at no more than the

s Atleast 10 best selling candy bars as
packaged for normal retail.

¢ Packaged snack products, such as chips,

¢ Health and beauty aids

¢ Travel accessories, such as travel pillows,
eye shades, earphones and earplugs

The following items must be carried at all times: | None

Space C5

GENERAL CONCEPT

REQUIRED MERCHANDISE

OPTIONAL MERCHANDISE

Premium confection items as
customarily carried by first-
class Bay Area candy and
confectionery stores

A full assortment of
chocolate items, boxed,
including filled white, milk,
dark, and semi-sweet
chocolate in a variety of
weights, such as 1.5and 2
pound sizes.

At least five different
varieties of boxed
candies/chocolates

Premium boxed chocolates
Premium boxed candy

Packaged novelty candy

Packaged chocolate gift
baskets

Bulk candies
Dried fruits and nuts
Packaged gourmet cookies

Non-souvenir fogo gift
accessories with candy
and California gourmet
foods categories.

Candies, gums and mints
assortment on a temporary
basis [made part of
another Lease that will be
undergoing a competitive
selection process.]

Flowers [made part of
another Lease that will be
undergo a competitive
selection process.]

Lease Amendment No. 3
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AMENDMENT NO. 2 TO
LEASE AGREEMENT
AT SAN FRANCISCO INTERNATIONAL AIRPORT
(Boarding Areas “B” and “C” Principal Concession Retail Lease)

This AMENDMENT No. 2 (this “Agreement”), dated as of the Effective Date (as
defined below) is entered into by and between Tenant (as defined below), and the City and
County of San Francisco, a municipal corporation, acting by and through its Airport Commission
(“City”"). This Agreement is made with reference to the following facts: '

A Tenant and City have entered into the Lease (as defined below) pursuant to which
Tenant conducts certain concession operations at the San Francisco International Airport (the
“Alirport”). '

B. Tenant and City desire to amend the Lease, on the terms and conditions set forth
below. Accordingly, Tenant and City agree as follows:

1. DEFINED TERMS.

As used in this Agreement, the following capitalized terms shall have the meanings given
them below. Any capitalized term not defined herein shall have the meaning given it in the
Lease.

Effective Date: FEB 25 2004

Tenant: Pacific Gateway Concessions, LLC
a limited liability company.
Lease: ILease No. 98-0228 (“Boarding Areas “B” and “C” Principal

Concession Retail Lease™), as the same may have been
amended or modified to date.

MAG: The Minimum Annual Guarantee specified in the Lease. The
current MAG is $2,176,200.99.

2. LEASE AMENDMENTS.
2.1 Premises.

(a) As of'the Effective Date or as otherwise stated below, the Premises shall be
modified as follows::

A Ff;{cilfity Current Concept/Size Modification
Ref.
Bl Specialty Shop, currently Current location deleted; replaced with 2,000 square
comprising approximately 1,756 foot space adjacent to Gate 21, as shown on Exhibit A
square feet. attached hereto.
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approximately 224 square feet.

B5 Discretionary Shop, currently As of the B6 Commencement Date, location deleted.
comprising approximately 908
square feet. As used above, the term “B6 Commencement Date”

shall mean the earlier of (2) the date that is one

hundred twenty (120) days after the date on which the
Airport’s Design Review approves Tenant’s designs for |
Space B6, and (b) the date that on which the
improvements in Space B6 are completed.

B6 Newsstand, currently comprising As of the B6 Commencement Date, location expanded
approximately 438 square feet. by approximately 700 square feet, to total

approximately 1,138 square feet, as shown on
Exhibit A attached hereto. '

C2 Specialty Shop, currently As of the C2 Commencement Date, location deleted
comprising approximately 1,929 and replaced with approximately 1,257 square feet of
square feet. ‘ space located post-security of Boarding Area “C”, as

shown on Exhibit A attached hereto.

As used above, the term “C2 Commencernent Date”
shall mean the earlier of (a) the date that is one
hundred twenty (120) days after the date on which the
Adirport’s Design Review approves Tenant’s designs for
Space C2, and (b) the date that on which the
improvements in Space C2 are completed.

C3 Specialty Coffee, Tea and Spices, As of August 31, 2004, location deleted, and replaced
currently comprising approximately | with approximately 660 square feet of space located
522 square feet. post-security of Boarding Area “C”, adjacent ot Gate

45 holdroom, as shown on Exhibit A attached hereto.

C4 Newsstand, currently comprising Location expanded by approximately 90 square feet, to

approximately 547 square feet. total approximately 637 square feet, as shown on
Exhibit A attached hereto.
Cs . Candy Cart, currently comprising No change.

(b) Reﬂecting such modifications, the definition of the “Premises” in the Lease shall
be deleted and the following shall be inserted in lieu thereof:
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Premises: | Store Nos. B1, B6, C2, C3, C4,and CS5, in the South Terminal (the
(§ 1) | “Terminal”) at the San Francisco International Airport, comprised of
approximately 5,916 square feet of retail space, as described on the
attached Exhibit A, broken down as follows:
App. Square Feet

B!l Specialty Shop 2,000
B6 Newsstand 1,138
C2 Specialty Shop 1,257
C3 Specialty Coffee, Tea and Spices 660
C4 Newsstand v 637
C5 Candy Cart 224

. (c) Exhibit A to the Lease is deleted and Exhibit A attached hereto is inserted in liew
thereof.

2.1 Permitted Uses. Exhibiz C to the Lease is deleted and Exhibit C attached hereto |
is inserted in lieu thereof. : :

2.2 Increase in Minimum Annual Guarantee. Effective as of the C2 Commencement
Date, (1) the MAG will increase by $255,00 from $2,176,000.99 to $2,431,200.99 and will,
thereafter, be subject to adjustments to MAG as specified in the Lease; and (2) the MAG will be
reinstated for purposes of determining Annual Rent under the Lease, regardless of enplanements.

2.3 Improvement Work. Tenant, at Tenant’s sole cost, shall perform all Alterations
required in the Premises necessary for Tenant’s permitted operations, subject to all applicable-
Laws, the TI Guide, and as otherwise specified in the Lease. However, if and to the extent there
exists asbestos materials on the Premises, the Airport will be responsible for the handling and/or
removal thereof. On or before the date that is thirty (30) days after the Effective Date, Tenant
shall submit to the Airport’s Design Review Committee all designs and submissions for the work
required hereunder.

2.4  Refurbishment. Due to the extent of Tenant’s modification of new and existing
spaces, the Airport will not require a separate Mid-Term Refurbishment by Tenant. However,
Tenant will be required to maintain the Premises in good condition.

2.5  Surrender. Tenant shall surrender all spaces to be surrendered hereunder in the
condition and as per the requirements of the Lease.

3. GENERAL PROVISIONS.

3.1 ' Full Force and Effect. As amended hereby, each and every of the terms,
conditions, and covenants in the Lease shall remain in full force and effect.

3.2  Lease. Asused herein and in the Lease, the term “Lease” shall mean the Lease as
amended hereby. In the event of any inconsistency or conflict between a term and/or condition
of the Lease and a term and/or condition of this Agreement, the term and/or condition in this
Agreement shall prevail.
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3.3  Entire Agreement. The parties intend that this Agreement (including all of the
attached exhibits and attachments, which are made a part of this Agreement) 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. :

34  Governing Law. This Agreement shall be construed and enforced in accordance
with the laws of the State of California.

3.5  Counterparts. This Agreement 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. A

/ 111/ Intentionally Left Blank /////
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the Effective

Date.

TENANT: Pacific Gateway Concessiogts, LLC

a limited liability company
@zm Ma]

Name:

Title:

Tav«er qu,

(type or pring)

m@m%/f,{ W]f/wu@@(

CITY:

CITY AND COUNTY OF SAN FRANCISCO,

a municipal corporation,
acting by and through its Airport Commission

AUTHORIZED BY AIRPORT
COMMISSION

Resolution No. 03-0164
Adopted: September 16, 2003

Attest:
Secretary
Airport Commission
APPROVED AS TO FORM:

DENNIS J. HERRERA,

City jomey
By: W/

/" Deputy City Attom%j

XAGO\CDM\PGC AMEND NO 2GO.DOC
10/15/2003
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EXHIBIT A

Premises
(as modified 10/03)

[ATTACH MAP OF MODIFIED PREMISES]
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SPACE B1 (B.2.062)
APPROX. 2000 SF°

SPACE B6 (B.2.021)

APPROX. 1138 SF
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KEY PLAN
LOCATION TENANT CAT | AREA CONTRACT EFF DATE
TENANT LOCATIQN LEASE DRAWING Space B6 YTy 1 TET 950128 TRD
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PACIFIC GATEWAY CONCESSION, LLC,
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SPACE C2 (C.2.049)
APPROX. 1,257 SF

SPACE C4 (C.2.040)

APPROX. 637 SF

SPACE C3 (C.2.029)
APPROX. 660 SI

haY

KEY PLAN , |
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SPACE C5

APPROX. 224 SIF°

REFERENCE DRAWING TENANT Loc. | AREA | poct | EFF DATE
. |sOUTH TERMINAL - SECOND  FLOOR SOUTH TERMINAL c-5 + 224 S|F. B )
EAST BECTOR . ' - BBA'B" &"C"
= "CITY & COUNTY, OF ..5AN FRANCISCO DRW'G NO. §T-5.014 RPRINCIPLE
RIS A‘RPORT , COMM'S Si0 g4 L5410 SCALE: NOT 7O SCALE CONCESS‘ON
 SAN FRANCISCO INTERNATIONAL AIRPORT ~ |DRW. DATE 5-1-58 QRLEASE- -




EXHIBITC
USE AND OPERATIONAL REQUIREMENTS

PERMITTED USE

(as modified 10/03)

Space B6. Reading materials such as newspapers, magazines and books, and a selection of sundry items
usually found in a newsstand, such as over-the-counter medication. Required and Optional Uses are as

follows:
REQUIRED MERCHANDISE OPTIONAL MERCHANDISE
The following items must be carried at all times: Snacks packaged for normal retail
= At least 300 separately displayed titles of Maps
paperback and hardback books sold at no more Stationery products

than the publisher’s list price

= New York Times top ten best-sellers on the
weekly New York Times Section

* A complete supply of newspapers of general
circulation and sold at no more than the pre-
marked cover price

= At least 100 separately displayed major best-
selling national periodicals and magazines and
sold at no more than the pre-marked cover
price

» At least 20 best-selling candy bars as packaged
for normal retail sale

=  Health and beauty aids

= Film and photographic accessories

=  Non-prescription medication.

San Francisco sourdough bread

Gourmet foods such as packaged popcorn
Quality brand name candy/chocolate, such as
See’s and/or Ghirardelli

Lease Amendment No. 2 Exhibit C, Page 1




Space C2. Five specialty boutiques within one retail facility, with a minimum of 250 square feet per
concept. Required and Optional Uses are as follows:

REQUIRED MERCHANDISE OPTIONAL MERCHANDISE
Tenant shall sell the following merchandise *  Postcards
categories/ concepts (with a minimum of 250 = Maps :
square feet per concept): *  Greeting cards maybe sold at more than the
pre-marked price on the cards
1. Souvenir and Gift Boutique. Souvenir and gift | = Pre-packaged gift boxes
items representative and reflective of San »  Small leather goods
Francisco and the greater Bay Area tourist *  Sunglasses
destinations. Such items include: = Flowers -
=  Mugs/shot glasses =  Accessories related to the five concepts.
»  Collectible spoons
= Key chains
*  Magnets
»=  Tote bags
= Plates
REQUIRED MERCHANDISE OPTIONAL MERCHANDISE -

2. “Made in San Francisco”. Items in the
following product categories which are
produced and manufactured in San Francisco
and Bay Area counties:

x  Apparel
Jewelry
Candles/scents
Souvenirs
Watches
Stationery
Soaps and lotions
Accessories
Toys
 Home décor/accessories

3. Children’s Boutique. High quality children’s
products such as:
» Imprinted log apparel

Non-logo resort wear

Licensed children’s apparel

Plush animals/toys

Children’s activities

Children’s headwear

Children’s accessories

Lease Amendment No. 2 Exhibit C, Page 2.



4. Apparel Boutique. Apparel and related items
that are representative of San Francisco and the
greater Bay Area tourist destinations. Such
merchandise includes:
= Imprinted/logo apparel
= Non-logo resort wear
*  Headwear

= Quterwear
»  Casual wear

In addition to carrying the merchandise under the
chosen concept, Tenant must allocate 200 square
feet for the sale of the 20 best-selling candy bars,
as packaged for normal retail sale, and sundry
items, such as health and beauty aids, toiletries,
film and photographic accessories.
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Space C4. Reading materials such as newspapers, magazines and books, and a selection of sundry items
usually found in a newsstand, such as over-the-counter medication. Required and Optional Uses are as

follows:
REQUIRED MERCHANDISE OPTIONAL MERCHANDISE
The following items must be carried at all times: *  Snacks packaged for normal retail
» At least 300 separately displayed titles of =  Maps
paperback and hardback books sold at no more | = Stationery products
than the publisher’s list price *  San Francisco sourdough bread
» New York Times top ten best-sellers on the =  Gift/souvenir items, such as better souvenir
weekly New York Times Section itemns, totes and/or apparel.
= A complete supply of newspapers of general =  Gourmet foods such as packaged popcorn
circulation and sold at no more than the pre- *  Quality brand name candy/chocolate, such as

marked cover price .

» At least 100 separately displayed major best-
selling national periodicals and magazines and
sold at no more than the pre-marked cover
price

*  Atleast 20 best-selling candy bars as packaged
for normal retail sale ‘

* Health and beauty aids

* Film and photographic accessories

*  Non-prescription medication.

See’s and/or Ghirardelli

Space C5. Premium confection items as customarily carried by first-class Bay Area candy and
confectionery stores.. Required and Optional Uses are as follows:

REQUIRED MERCHANDISE OPTIONAL MERCHANDISE
= A full assortment of chocolate items, boxed, x  Packaged novelty candy
mcluding filled white, milk, dark, and semi- *  Packaged chocolate gift baskets
sweet chocolate in a variety of weights, suchas | * Bulk candies
1.5 and 2 pound sizes. *  Dried fruits and nuts
*  Atleast five different varieties of boxed » Packaged gourmet cookies
candies/chocolates *  Non-souvenir logo gift accessories with candy
* Premium boxed chocolates and California gourmet foods categories.
*  Premium boxed candy = (Candies, gums and mints assortment on a

ternporary basis {made part of another Lease that will
be undergo a competitive selection process.] )
Flowers [made part of another Lease that will be
undergo a competitive selection process.]
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AMENDMENT NO.1TO
BOARDING AREAS “B” AND “C” PRINCIPAL CONCESSION RETAIL LEASE

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

A. Tenant and City have entered into the Lease (as defined below) pursuant to which
Tenant conducts certain concession operations at the San Francisco International Airport (the
“Airport”). Most Airport concession leases provide that the tenant pays annual rent to City
equal to the higher of a “Minimum Annual Guarantee” or a percentage of gross revenues.

B. On September 11, 2001, the World Trade Center and Pentagon were attacked by
terrorists, resulting in extraordinary and unexpected effects on travel worldwide. As a result,
many of the Airport’s concession tenants have represented that they are unable to.conduct their
businesses under the existing terms of their respective Airport leases. Pursuant to Airport
Commission Resolution No. 02-0039, the Airport Commission approved a comprehensive long-
term plan to support the Airport’s concession tenants, known as the Airport Concession Support
Program (the “Support Program”).

C. As contemplated by and in furtherance of the Support Program, Tenant and City
desire to amend the Lease, on the terms and conditions set forth below.

Accordingly, Tenant and City agree as follows:
1. DEFINED TERMS.

‘As used in this Agreement, the following capitalized terms shall have the meanings given
them below. '

Effective Date: OCTOBER A ,2002.

Tenant: Pacific Gateway Concessions, L.L.C.,
a limited liability company.
Lease: Lease No. 98-0228 (“Boarding Areas “B” & “C” Principal

Concession Retail Lease”), as the same may have been amended or
modified to date. -

MAG: The Minimum Annual Guarantee or other minimum rental amount
to be paid by Tenant to City as provided in the Lease.

Percentage Rent: The percentage rent specified or other rental amount based on
Tenant’s Gross Revenues to be paid by Tenant to City as provided
in the Lease or herein.

Sales Report: The sales report as defined in the Lease, or if none is so defined, a
summary of Gross Revenues in form satisfactory to the Airport
Director. '

-1-
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Gross Revenues: The gross revenues as defined in the Lease, or if none is so defined,
all gross revenues achieved by Tenant in the Airport facilities.

Relevant Boarding Areas “B” and “C”.
Boarding Area:

Attachments: Attachment 1: City and Other Governmental Provisions
Attachment 2: Base Year Monthly Enplanements
Attachment 3: Option to Extend Lease Term

All such attachments are incorporated into this Agreement and the
Lease and made a part hereof.

Any other capitalized terms used herein and not defined herein shall have the meanings given -
them in the Lease.

/111// Intentionally Left Blank /////
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2. LEASE AMENDMENTS

2.1 MAG Suspensions and Percentage Rent. Effective as of September 11, 2001, Tenant’s
obligation to pay the MAG shall be suspended and Tenant shall be required to pay only the -
Percentage Rent, unless and until the MAGs are reinstated as provided below. On or before the 20
day of each month, Tenant will submit to City a Sales Report showing Tenant’s Gross Revenues
achieved with respect to the prior month, together with the Percentage Rent calculated on such
Gross Revenues, cumulated by Lease Year.

2.2 Tiered Percentage Rent Structure. If the Lease provides that the Percentage Rent is
based on a tiered gross revenue structure, for purposes of determining the Percentage Rent payable,
the annual gross revenues shall continue to cumulate as provided in the Lease. For example, if
Tenant’s Lease Year is November 1 through October 31, then for purposes of calculating
Percentage Rent for April 2002, all gross revenues achieved to date (from November 1"through
April 30) will be cumulated.

2.3 MAG Reinstatement.

(a) Once the monthly enplanements equal or exceed eighty-five percent (85%) of the
monthly enplanements for the same month in calendar year 2000 for two (2) consecutive months
(the “85% Threshold”), as shown on Attachment 2, effective as of the first day of the second
month in which the 85% Threshold is achieved, Tenant’s MAG shall be reinstated, and thereafter,
Tenant shall be required to pay rent as provided in the Lease. In determining whether the 85%
Threshold is met, the enplanements shall be compared by Relevant Boarding Area. Once the 85%
Threshold is met, the MAGs shall not be suspended thereafter. For example, if the combined
enplanements on Boarding Areas “B” and “C” equal or exceed 350,171 in April 2002 and 370,058
in May 2002 (85% of the April 2000 and May 2000 combined enplanement figures), Tenant’s MAG
shall be reinstated as of May 1, 2002.

(b) The Airport Director shall have the sole discretion as to whether and when the
85% Threshold is met. However in no event will the MAG be reinstated before April 1, 2002.
Once the Airport Director shall have determined that the 85% Threshold has been met, City shall
give notice thereof to Tenant specifying the appropriate rent adjustments necessary for any past

- months. Tenant shall pay any rental deficiency to City within ten (10) days after City’s demand
therefor. ' ,

(c) In the event the MAG is reinstated after the commencement of a “Lease Year” or

other period of time for annual gross revenue accumulation specified in the Lease, the MAG will be
pro-rated accordingly.

(d) The MAG suspension shall have no effect on (i) any adjustments specified in the
Lease to be made to the MAG, including those based on increases in the Consumer Price Index; or
(i1) the amount of the bond or other security deposit required pursuant to the Lease.

(e) Notwithstanding anything to the contrary herein, in the event Tenant shall default
under the Lease or this Agreement, the Airport Director may immediately reinstate the MAG,
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without giving to Tenant the benefit of any notice or right to cure as may otherwise be provided

under the Lease.

2.4 Option to Extend Lease Term. Tenant has the option to extend the Lease Term as set
forth on Attachment 3.

2.5 Subtenants. If Tenant has subleased any portion of the Premises, Tenant shall offer to
such subtenant(s) the same types of support as are provided herein.

2.6 City and Other Governmental Provisions. If and to the extent the provisions set forth
on Attachment 1 are not included in the Lease, they shall hereafter be deemed part of the Lease.

3. GENERAL PROVISIONS

3.1 Full Force and Effect. As amended hereby, each and every of the terms, conditions, and
covenants in the Lease shall remain in full force and effect.

3.2 Lease. As used herein and in the Lease, the term “Lease” shall mean the Lease as
amended hereby. In the event of any inconsistency or conflict between a term and/or condition of
the Lease and a term and/or condition of this Agreement, the term and/or condition in this
Agreement shall prevail.

3.3 Entire Agreement. The parties intend that this Agreement (including all of the attached
exhibits and attachments, which are made a part of this Agreement) 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.

3.4 Governing Law. This Agreement shall be construed and enforced in accordance with
the laws of the State of California.

3.5 Counterparts. This Agreement 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
mstrument.
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IN WITNESS WHEREQF, the parties have executed this Agreement as of the Effective Date.

TENANT: Pacific Gateway Concessions, L.L.C,,

CITY:

AUTHORIZED BY AIRPORT
COMMISSION

Resolution No. 02-0039
Adopted: February 19, 2002

Attest%m :

Secretary
Airport Commission

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

a limited habg?gmﬁ

e:/ Lo Cpesz
(t)'P‘5 oflp
T1tle MM:—) LA, ) K’\M’w‘:—c’\/

oy

Name:  <JU(| er Vegh,
type orp
Title: __ManGg o WW ,

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation,
acting by and through its Airport Commission

" John L. Martin
Airport Director

(a

XACDM\TENANTS\AMENDMENTS\PGC Concess Support Amendiment.doc
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ATTACHMENT 1

CITY AND OTHER GOVERNMENTAL PROVISIONS

1. City’s Nondiscrimination Ordinance. The following shall be applicable if this Agreement
includes the granting of an option to extend the term:

(8  Inthe performance of this Lease, Tenant agrees not to discriminate against
any employee, City and County employee working with Tenant, applicant for
employment with 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 retaliation for opposition to
discrimination against such classes.

(b) Tenant shall include in all subleases and other subcontracts relating to the
Premises hereunder a non-discrimination 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.

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

(@ 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) The provisions of Chapters 12B and 12C of the San Francisco
Administrative Code relating to non-discrimination 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,
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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.

2. Prevailing Wages. If and to the extent the Lease references a prevailing wage requirement
pursuant to San Francisco Administrative Code Chapter 6, Section 6.1-3, such provision is
deleted and the following is inserted in lieu thereof: Tenant shall abide by Airport Commission
Policy No. 80-0031, requiring that Tenant pay generally prevailing rates of salaries, wages, and

employee benefits to its employees working at San Francisco International Airport pursuant to
this Lease.

3. Resource Efficiency Ordinance. With respect to operations and any construction activity,
including renovation or remodeling on the Premises, Tenant shall comply with the City and
County of San Francisco’s Resource Efficiency Ordinance, Chapter 82 of the San Francisco
Administrative Code, to the extent applicable.

4. 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”) if and to the extent the Labor
Peace/Card Check Rule applies to Tenant. Without limiting the generality of the foregoing,
Tenant shall not be subject to the Labor Peace/Card Check Rule if Tenant is already obligated to
enter into a card check agreement with a Labor Organization by San Francisco Administrative
Code Chapter 23, Article VII, “Labor Representation Procedures in Hotel and Restaurant
Development,” and/or Airport Commission Policy No. 99-0198, as such procedures may be
modified from time to time. 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 to bid, or similar notice, or in any event not less than thirty (30)
days prior to entering into any Subcontract, Tenant shall provide notice to all registered labor
organizations that Tenant is seeking to enter into such Subcontract; and (d) Tenant shall include
in any subcontract with a Subcontractor performing services pursuant to any Covered Contract, a
provision requiring the Subcontractor to comply with the requirements of the Labor Peace/Card
Check Rule. If Airport Director determines that Tenant shall have violated the Labor Peace/Card
Check Rule, Airport Director shall have the option to terminate this Lease, in addition to
exercising all other remedies available to him/her.

5. Requiring Minimum Compensation. The following shall be applicable if this Agreement
includes the granting of an option to extend the term: Tenant agrees to comply fully with and be
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bound by all of the provisions of the Minimum Compensation Ordinance (MCO), as set forth in
San Francisco Administrative Code Chapter 12P (Chapter 12P), including the remedies
provided, and implementing guidelines and rules. The provisions of Chapter 12P are
incorporated herein by reference and made a part of this Lease as though fully set forth. The text
of the MCO is available on the web at www.ci.sf.ca.us\MCO. Capitalized terms used in this
Section and not defined in this Lease shall have the meanings assigned to such terms in Chapter
12P. Consistent with the requirements of the MCO, Tenant agrees to all of the following:

(a) For each hour worked by a Covered Employee during a Pay Period on the
property covered by this Lease, Tenant shall provide to the Covered Employee no less
than the Minimum Compensation, which includes a minimum hourly wage and
compensated and uncompensated time off consistent with the requirements of the MCO.
For the minimum hourly gross compensation portion of the MCO, Tenant shall pay $9.00
an hour through December 31, 2001. On January 1, 2002, Tenant shall increase the
minimum hourly gross compensation to $10.00 an hour; provided, however, that if
Tenant is a Nonprofit Corporation or a public entity, it shall be required to pay the
increased amount only if the City makes the finding required by Section 12P.3(a)(ii) of
the San Francisco Administrative Code. If Tenant is required to increase the minimum
gross hourly compensation to $10.00 an hour, it shall provide the 2.5% annual increase
required by the MCO for each of the next three years. For the minimum hourly gross
compensation portion of the MCO, the Tenant shall pay $9.00 an hour through December
31, 2001. :

(b) Tenant shall not discharge, reduce in compensation, or otherwise
discriminate against any employee for complaining to the City with regard to Tenant’s
compliance or anticipated compliance with the requirements of the MCO, for opposing
any practice proscribed by the MCO, for participating in proceedings related to the MCO,
or for seeking to assert or enforce any rights under the MCO by any lawful means.

(©) Tenant understands and agrees that the failure to comply with the
requirements of the MCO shall constitute a material breach by Tenant of the terms of this
Lease. The City, acting through the Contracting Department, shall determine whether
such a breach has occurred.

(d) If, within 30 days after receiving written notice of a breach of this Lease
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, acting through the Contracting Department, shall have the right to pursue the
following rights or remedies and any rights or remedies available under applicable law:

6} The right to charge Tenant an amount equal to the difference between the
Minimum Compensation and any compensation actually provided to a
Covered Employee, together with interest on such amount from the date
payment was due at the maximum rate then permitted by law;
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(ii)  The right to set off all or any portion of the amount described in
Subsection (d)(1) of this Section against amounts due to Tenant under this
Lease;

(iii)  The right to terminate this Lease in whole or in part;

(iv)  Inthe event of a breach by Tenant of the covenant referred to in
Subsection (b) of this Section, the right to seek reinstatement of the
employee or to obtain other appropriate equitable relief; and

(v)  Theright to bar Tenant from entering into future contracts with the City
for three (3) years.

(vi)  Each of the rights provided in this Subsection (d) shall be exercisable
individually or in combination with any other rights or remedies available
to the City. Any amounts realized by the City pursuant to this subsection
shall be paid to the Covered Employee who failed to receive the required
Minimum Compensation.

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

(H Tenant shall keep itself informed of the current requirements of the MCO,
including increases to the hourly gross compensation due Covered Employees under the
MCO, and shall provide prompt written notice to all Covered Employees of any increases
in compensation, as well as any written communications received by the Tenant from the
CITY, which communications are marked to indicate that they are to be distributed to
Covered Employees. '

(2 Tenant shall provide reports to the City in accordance with any reporting
standards promulgated by the City under the MCO, including reports on subtenants.

(h) The Tenant shall provide the City with access to pertinent records after
-receiving a written request from the City to do so and being provided at least five (5)
business days to respond.

() The City may conduct random audits of Tenant. Random audits shall be
(1) noticed in advance in writing; (ii) limited to ascertaining whether Covered Employees
are paid at least the minimum compensation required by the MCO; (iii) accomplished
through an examination of pertinent records at a mutually agreed upon time and location
within ten (10) days of the written notice; and (iv) limited to one audit of Tenant every
two years for the duration of this Lease. Nothing in this Lease is intended to preclude the
City from investigating any report of an alleged violation of the MCO.

§)] Any sublease entered into by Tenant and another party shall require that
party to comply with the requirements of the MCO and shall contain contractual
obligations substantially the same as those set forth in this Section. Tenant shall notify
the Department of Administrative Services when it enters into such a sublease and shall
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certify to the Department of Administrative Services that it has notified the sub-tenant of
the obligations under the MCO and has imposed the requirements of the MCO on the
sub-tenant through the provisions of the subcontract. It is Tenant’s obligation to ensure
that any sub-tenants of any tier under this Lease comply with the requirements of the
MCO. If any sub-tenant under this Lease fails to comply, City may pursue any of the
remedies set forth in this Section against Tenant.

&) Any contract entered into by Tenant and another party to perform services
on the property covered by this Lease shall require that party to comply with the
requirements of thé MCQ and shall contain contractual obligations substantially the same
as those set forth in this Section. Tenant shall notify the Department of Administrative
Services when it enters into such a contract and shall certify to the Department of
Administrative Services that it has notified the contractor of the obligations under the
MCO and has imposed the requirements of the MCO on the contractor through the
provisions of the subcontract. It is Tenant’s obligation to ensure that any such
contractors comply with the requirements of the MCO. If such a contractor fails to
comply, City may pursue any of the remedies set forth in this Section against Tenant.

O Each Covered Employee is a third-party beneficiary with respect to the
requirements of subsections (a) and (b) of this Section, and may pursue the following
remedies in the event of a breach by Tenant of subsections (a) and (b), but only after the

. Covered Employee has provided the notice, participated in the administrative review
hearing, and waited the 21-day period required by the MCO. Tenant understands and
agrees that if the Covered Employee prevails in such action, the Covered Employee may
be awarded: (1) an amount equal to the difference between the Minimum Compensation
and any compensation actually provided to the Covered Employee, together with interest
on such amount from the date payment was due at the maximum rate then permitted by
law; (2) in the event of a breach by Tenant of subsections (a) or (b), the right to seek
reinstatement or to obtain other appropriate equitable relief; and (3) in the event that the
Covered Employee is the prevailing party in any legal action or proceeding against
Tenant arising from this Lease, the right to obtain all costs and expenses, including
reasonable attorney's fees and disbursements, incurred by the Covered Employee. Tenant
also understands that the MCO provides that if Tenant prevails in any such action, Tenant
may be awarded costs and expenses, including reasonable attorney’s fees and
disbursements, from the Covered Employee if the court determines that the Covered
Employee’s action was frivolous, vexatious or otherwise an act of bad faith.

(m) If Tenant is exempt from the MCO when this Lease 1s executed because
the cumulative amount of agreements with this department for the fiscal year is less than
$25,000 (350,000 for nonprofits), but Tenant later enters into 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 Lease. 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 (§50,000 for nonprofits) in the fiscal
year. '
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6. 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.

7. Requiring Health Benefits for Covered Employees. Unless exempt, Tenant agrees to
comply fully with and be bound by all of the provisions of the Health Care Accountability
Ordinance (HCAO), as set forth in San Francisco Administrative Code Chapter 12Q (Chapter
12Q), including the implementing regulations, as the same may be amended or updated from
time to time. The provisions of Chapter 12Q are incorporated herein by reference and made a
part of this Lease as though fully set forth herein. The text of the HCAO is currently available
on the web at http://www.amlegal.com/sanfran/viewcode.htm. Capitalized terms used in this
Section and not defined in this Lease shall have the meanings assigned to such terms in Chapter

12Q.

(a) For each Covered Employee Tenant shall provide the applicable 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 Tenant meets the requirements of a “small
business” as described in Section 12Q. 3(d) of the HCAAQ, it shall have no obligation to
comply with part (a) above.

(c)  Tenant’s failure to comply with the requirements of the HCAO shall
constitute a material breach by Tenant of this Lease. If, within 30 days after receiving
City’s written notice of a breach of this Lease for violating the HCAQ, 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
diligently to pursue such cure to completion, City shall have the remedies set forth in
Section 12Q.5(f)(1-5). Each of these remedies shall be exercisable individually or in
combination with any other rights or remedies available to City.,

Ad) Any Sublease or Contract regarding services to be performed on the
Premises entered into by Tenant shall require the Subtenant 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 this Section.
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 has imposed the requirements of
the HCAO on the Subtenant or Contractor through written agreement with such
Subtenant or Contractor. Tenant shall be responsible for ensuring compliance with the
HCAQ by each Subtenant, Contractor and Subcontractor performing services on the
Premises. If any Subtenant, Contractor or Subcontractor fails to comply, City may
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pursue the remedies set forth in this Section 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, or otherwise discriminate against, any employee for notifying City of any issue
relating to the HCAO, for opposing any practice proscribed by the HCAO, for
participating in any proceedings related to the HCAO, or for seeking to assert or enforce
any rights under the HCAQO by any lawful means.

63] 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 HCAO.

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

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

(1) Within five (5) business days after any request by City, Tenant shall
provide City with access to pertinent records relating to any Tenant’s compliance with
the HCAO. In addition, City and its agents may conduct random audits of Tenant at any
time during the term of this Lease. Tenant agrees to cooperate with City in connection
with any such audit.

/117 Intentionally Left Blank ///// .
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Attachment 2 - Base Year Monthly Enplanements
Calendar Year 2000 - Boarding Area Summa

Boarding
Area Jan-00 Feb-00 Mar-00 Apr-00 May-00 Jun-00 Jul-00 Aug-00 Sep-00 Qct-00 Nov-00 Dec-00 Sub-total

A 59,206 62,357 80,201 85,093 89,911 100,855 108,977 108,932 94,167 97,986 88,033 116,328¢ 1,082,048,

3 189,707 191,967 225,400 238,658 256,938 286,438 285,594 293,281 251,878 250,001 252,173 231,092 2,95

> 123,655 123,401 157,979 173,308 . 178,424 217111 222,251 228,557 172,789 174,818 159,081 143,565 2.07.

J ’ Boarding Area D {old International Terminal) enplanements have been re-distributed to assigned Boarding Areas In new IT. I

2 156,769 155,512 191,627 193,828 197,217 220,547 218,841 227,584 195,081 181,345 175,577 167,681 2,291,618

: 591,627 596,698 709,065 713,368 710,437 780,361 766,207 735,137 638,527 683,629 653,174 638,982, 8,217,212

‘rom B/A D:

TA 97,075 93,639 115,682 126,013 136,330 158.710 157,965 162,151 137,259 133,973 111.622 122,589 1.553,008

TG 137,186 127,149 146,255 154,258 169,456 195,178 192,265 198,060 175,006 177,234 164,902 179,282 2.016,221
1,355,225] 1,350,723} 1,626,209] 1,684,526 1,738,713 1,959,200] 1,952,090( 1,951,702} 1,664,717} 1,708,988} 1,604,562] 1,599,519, 20,196,172

" 41212002 4-40 PM
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ATTACHMENT 3 -
Option to Extend Lease Term

On the terms and conditions set forth on this A#tachment 3, Tenant shall have the option to
extend the term of the Lease (“Tenant’s Option™) for one five (5) year period (the “Option
Term”), commencing on the expiration date of the Lease and expiring at 11:59pm on the day
before the fifth (5™) anniversary of the original expiration date.

1. Exercise. To exercise Tenant’s Option, Tenant must give written notice to City on or before
the date that is one year before the original expiration date of the Lease. If Tenant fails to give
such notice on or before such date, Tenant’s Option shall be null and void.

2. Relationship to City’s Option. If and to the extent the Lease already include one or more
lease term extension option(s) (at City’s discretion) (“City’s Option”), Tenant’s Option would
be exercisable by Tenant as provided above. If Tenant exercises Tenant’s Option, then City’s
Option would remain exercisable, and would extend the term, commencing at the end of the
Option Term. If Tenant declines to exercise Tenant’s Option, then City’s Option would remain
exercisable effective as of the end of the original term, as provided in the Lease.

3. Refurbishment.

(a) If and to the extent the Lease includes an existing requirement specifying a
minimum mid-term refurbishment amount, the Airport Director shall be authorized to waive
or reduce such amount provided Airport Director is satisfied that Tenant shall perform such
refurbishment and otherwise develop and implement a maintenance program necessary or
appropriate to keep the facilities in good condition.

(b) If Tenant exercises Tenant’s Option, or if City exercises City’s Option, if any,
Tenant shall perform in the first year of the relevant option period(s) such refurbishment and
otherwise develop and implement a maintenance program necessary or appropriate to keep
the facilities in good condition, as determined by the Airport Director.

4. Deposit. As a condition to Tenant’s exercise of Tenaht’s Option, Tenant must deliver to City

a Deposit, bond, or other security deposit in form and substance satisfactory to the Airport
Director and the City’s City Attorney, covering Tenant’s obligations during the Option Term.

/1111/ Intentionally Left Blank /////
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TENANT: Pacific Gateway Concessions

LEASENO.: 98-0228

RIDER TO
LEASE AMENDMENT
ATTACHMENT 3
Option to Extend Lease Term

This Rider is attached to and becomes a part of the Lease Amendment to which it is
attached. Capitalized terms used but not defined herein shall have the meanings given it in such
Lease Amendment. To the extent of any inconsistency between the terms of such Lease
Amendment and this Rider, or the Lease and this Rider, the terms of this Rider shall prevail.

Rent payable by Tenant during the Option Term shall be adjusted to market rent as
follows: If Tenant properly and timely exercises Tenant’s Option, then Director shall determine
whether and to what extent market rent exceeds the rent specified in the Lease. In making such
market rent determination, Director may consider such factors as Bay Area economy,
comparable Airport facilities, enplanements, revenues, concept, and location. Within a
reasonable period of time following receipt of Tenant’s notice exercising Tenant’s Option,
Director shall give notice to Tenant specifying the appropriate market rent (the “Adjusted
Rent”) for the Lease (the “Adjusted Rent Notice”). Within fifteen (15) days after receipt of the
Adjusted Rent Notice, Tenant may withdraw its exercise of Tenant’s Option by giving notice to
Director, in which event Tenant’s exercise of Tenant’s Option shall be null and void. In the
event Tenant fails to give timely such withdrawal notice, Tenant will be deemed to have
accepted the rent adjustment and it will not thereafter be entitled to withdraw its exercise of the
Tenant’s Option. In the event Tenant accepts the rent adjustment or is deemed to have accepted
the rent adjustment, effective as of the first day of the Option Term, the Lease rent will be
adjusted to equal the Adjusted Rent. In no event will the rent payable in the Option Term be less
than the rent payable by Tenant in the last year of the base term of the Lease Nothing herein
shall limit any rights City may have to extend the term of the Lease.

If and to the extent the Lease provides for annual adjustments to rent based on Consumer
Price Index (CPI) increases, enplanement increases, or otherwise, and if the Lease term is
extended as provided herein, then the Adjusted Rent shall continue to be adjusted annually but
the Adjusted Rent shall be the basis for such adjustment (rather than the MAG applicable to the
first year of the Lease); and the base year and base index shall reference the data for the first year
of the Option Term (rather than the data for the first year of the Lease).

— Tenant Initials

City Initials
/ ,

KACDM\TENANTS\CONCSSNWMISC\CSP Rider MERGE.doc A{
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LEASE AGREEMEN
~ FOR ;
BOARDING AREAS “B” & “C” PRINCIPAL CONCESSION RETAIL LEASE *~
IN THE SOUTH TERMINAL BUILDING
AT SAN FRANCISCO INTERNATIONAL AIRPORT

MAJOR LEASE TERM SUMMARY

For the convenience of Tenant and City (as such terms are defined below), this Major
Lease Term Summary (this “Summary”) summarizes certain terms of this Lease (as defined
below). This Summary is not intended to be a detailed or complete description of this Lease, and
reference must be made to the other Sections below for the particulars of this Lease. 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 elsewhére shall have the meanings given them in this Summary.

EffectiveDate: - (N ~% - 1549 , 199

Tenant: Pacific Gateway Concessions, LLC,
a limited liability company.

Tenant’s Notice 297 Commercial Street
Address: San Jose, CA 95112
Att'n:  Mr. Javier Vega
- Mr. Manual Soto
Fax No. (408) 293-7270
Tel. No. (408) 293-7200.

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

City’s Notice San Francisco International Airport
Address: International Terminal, 5th Floor
PO Box 8097
San Francisco, CA 94128
Att’'n:  Airport Director
Fax No. (650) 794-5005
Tel. No. (650) 794-5000

Premises: Store Nos. Bl, B5, B6, C2, C3, C4,and C5, in the South Terminal (the
(§1) “Terminal”) at the San Francisco International Airport, comprised of
approximately 6,180 square feet of retail space, as described on the attached
~ Exhibit A, broken down as follows: '
App. Square Feet

B1 Specialty Shop 1,756
B5 Discretionary Shop 908
B6 Newsstand 438
C2 Specialty Shop 1,929
C3 Specialty Coffee, Tea and Spices 522
C4 Newsstand ) 547
- G5 Candy Cart ' 80

Summary, Page i

Lease for Boarding Areas “B" and “C” Principal Retail Concession



Term&‘lve &) years, plus up to ninety (90) day@nstructxon period.

§2)

Commencement
Date:
(§ 2.1y

Rent
Commencement
Date:

(§4.3)

Expiration Date:

¢2)

Permitted Use:

53

Base Rent:
&9

Lease Year:

§4

Minimum Annual
Guarantee:

&4

MAG Adjustment
Date:
&4

;Rent:
&4

A date determined by the Director, which date shall not be earlier than
January 11, 1999

dmwm |\ 92

The earlier of: (&) the date on which the Initial Improvements (as defined
below) are substantially complete and Tenant opens for business therein, and
(b) the date that is ninety (90) days after the Commencement Date.

Tunl . 19499 (actual date to be inserted upon determination)

(actual date to be.inserted upon detennmation)

11:59 p.m. on the day before the fifth (5th) anniversary of the Rent

Commencement Date.
Tune ', %00 4

determination)

(actual date to be inserted upon

The display and retail sale, on a non-exclusive basis, of the merchandise
described on the attached Exhibit C. Without limiting the generality of the
foregoing, Tenant shall operate the Premises in strict conformity with the
requirements herein, including those set forth on Exhibir C.

Per Lease Year (as defined below), the greater of the Minimum Annual
Guarantee (as defined below) and the following sum:

(a) 12% of Gross Revenues (as defined below) achieved up to and
including $500,000, pius,

(b) 14% of Gross Revenues achieved from $500,000.01 up to and
including $1,000,000, plus,

(¢) 16% of Gross Revenues achieved over $1,000,000.

The period commencing on the Rent Commencement Date and 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.

Two Million One Hundred Seventy Thousand Dollars and Ninety-Nine
Cents ($2,170,000.99) (the “Initial MAG”), per annum; (One Hundred
Eighty Thousand Eighty Hundred Thirty-Three Doilars and Forty-Three

Cents ($180,833.43) per month), subject to adjustments upward as described
below.

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

(actual date to be inserted upon determination)

Base Rent, together with all other amount owing by Tenant to City hereunder.

Summary, Page ii
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Deposit Amount:
G

Minimum
Investment
Amount;
(§7.1)

Initial Promotional
Charge
¢

Resolution:

- Initial Tenant
Representative:
§39

Other Agreements:
(§141)

Exhibits:

Initia} of Authérized Representative of City

Initial of Au&xorized Representative of Tenar

- e - . 1eval

Qneﬁmon Fighty Five Thousand Dollars an@ﬁy Cents
($1,085,000.50).
{subject to adjustment).

One Hundred Fifty Dollars (3150.00) §e£ square foot of the Premises which
equals Nine Hundred Twenty-Seven Thonsand Dollars (3927,000),

One Dollar ($1.00) per square foot of the Premises which equals Six
Thousand One Hundred Eighty Dollars (36,180).

Number 98-0228, approved by the Airport Commission on September 15,
1998 ‘ ' '

Mr. Javier Vega
Tel. No. (408) 293-7200

A - Premises .
B — Initial Improvements
_ € ~Use and Operational Requirements
D - Construction Period Operations
E —Form of Commencement Date Acknowledgement
F-1 - Form of Performance Bond
F-1 - Form of Letter of Credit :
All such exhibits are incorporated into this Lease and made a part hereof.

Summary, Page il
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LEASE AGREEMENT
FOR
BOARDING AREAS “B” AND “C” PRINCIPAL CONCESSION RETAIL LEASE
IN THE SOUTH TERMINAL BUILDING
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
Commission, the chief executive officer of which is the Airport Director (“Director”). The
Airport’s “Terminal Building Complex” is currently comprised of a North Terminal Building,
a Central Terminal Building, and a South Terminal Building, together with connecting
concourses, piers, boarding areas and extensions thereof, and satellite buildings now or hereafter
constructed. The .Central Terminal Building is currently being used for international departures
and arrivals. Tenant acknowledges that, from time to time, the Airport undergoes certain
construction and renovation projects, and is currently undergoing a master plan expansion
program (the “Master Plan Expansion”). The Master Plan Expansion includes the construction
of a new international terminal (the “New IT”). 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, including by the addition of the New IT, together with the
land underlying such improvements, and all buildings and improvements thereon and thereto

Unless otherwise specified below, references to the “City” shall mean the C1ty, 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.

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 authorized the
execution of this Lease by City.

 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

-1-
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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 Director. In no event will Tenant engage in any activity on
the Airport outside the Premises for the recruitment or solicitation of business. For purposes of
this Lease relating to Tenant’s responsibilities, the “Premises” shall mean the area(s) shown on
Exhibit A, where (a) the exact boundaries are deemed to be three (3) inches inside each wall
separating the Premises from the adjacent premises or the external Terminal wall, and (b) with
respect to the facade and/or wall on the front of the Premises, separating the Premises from the

Terminal common areas, the exact boundary is deemed to be the external face of the facade
and/or wall.

1.2 Relocation, Expansion, Contraction.

(a) Afany time during the Term, City may require that (i) Tenant relocate and
surrender all or part of the Premises (such change to the Premises referred to as a “Required
Relocation™), and/or (ii) the Premises be contracted or expanded (such change to the Premises
referred to as a “Premises Change”) on the terms set forth in this Section 1.2. City shall give
notice (the “Change Notice”) setting forth a description of the Required Relocation or the
Premises Change, as applicable, the approximate effective date thereof (the “Target Effective

Date”), and with respect to a Required Relocation, the location of comparable on-Airport
replacement premises.

(b) (i) With respect to a Required Relocation, if the replacement premises are

~ deemed unsatisfactory to Tenant, then Tenant may terminate this Lease by giving notice thereof
to City within thirty (30) days after the Change Notice is given. In the event Tenant gives such
notice of termination, then this Lease shall terminate on the Target Effective Date, and on such
date, Tenant shall surrender the Premises in the condition required by this Lease. (ii) Provided
Tenant does not terminate this Lease pursuant to the foregoing, Tenant shall surrender the
Premises and relocate to the replacement premises on a date (the “Surrender Date”) determined
by City (which shall be no earlier than the Target Effective Date). On the Surrender Date,
Tenant shall surrender the Premises in the condition required below. In the event of a-relocation
pursuant to this Section 1.2(b), Tenant shall refurbish, redecorate, and modernize the interiors
and exteriors of the replacement premises, such that the replacement premises are of at least the
same quality as the original premises. As part of City’s approval of Tenant’s plans and
specifications and Tenant’s budget for its remodeling, City may specify a “Maximum
Reimbursement Amount.” Once the remodeling of the replacement premises is completed, and
City has approved the work, Tenant must submit to City (i) a certificate from Tenant’s architect
certifying that the remodeling was completed in strict compliance with the plans and
specifications approved by City, (ii) copies of paid invoices showing the costs of actually paid by
Tenant for the remodeling of the replacement premises and Tenant’s out-of-pocket moving costs,
and (iii) lien releases from all contractors, subcontractors, and materialmen entitled to payment
in connection with the remodeling of the replacement premises. Following its review and
approval of those submissions, City will reimburse Tenant for all reasonable costs of remodeling
the replacement premises and moving its merchandise and other personal property to the
replacement premises from the original Premises; provided that in no event will City be required

R
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to reimburse Tenant for more than the Maximum Reimbursement Amount and further provided
that City may, in City’s sole discretion, make such reimbursement by issuing Tenant a rent
credit. In no event will City be obligated to pay or reimburse Tenant for any other costs or
expenses, including business interruption costs.

(c) (i) With respect to a Premises Change where the square footage of the
original Premises will be expanded or contracted by more than ten percent (10%), Tenant may
terminate this Lease by giving notice thereof to City within thirty (30) days after the Change
Notice is given. In the event Tenant gives such notice of termination, then this Lease shall
terminate on the Target Effective Date and on such date, Tenant shall surrender the Premises in
the condition required below. (ii) Provided Tenant does not terminate this Lease pursuant to the
foregoing, Tenant shall cause the Premises to be expanded or contracted as described in the
Change Notice on or before the date described therein. As part of City’s approval of Tenant’s
plans and specifications and Tenant’s budget for its remodeling, City may specify a “Maximum
Reimbursement Amount.” Once the remodeling of the replacement premises is completed, and
City has approved the work, Tenant must submit to City (i) a certificate from Tenant’s architect
certifying that the remodeling was completed in strict compliance with the plans and
specifications approved by City, (ii) copies of paid invoices showing the costs of actually paid by
Tenant for the remodeling of the replacement premises and Tenant’s out-of-pocket moving costs,
and (iii) lien releases from all contractors, subcontractors, and materialmen entitled to payment
in connection with the remodeling of the replacement premises. Following its review and
approval of those submissions, City will reimburse Tenant for all reasonable costs of remodeling
the replacement premises and moving its merchandise and other personal property to the
replacement premises from the original Premises; provided that in no event will City be required
to reimburse Tenant for more than the Maximum Reimbursement Amount and further provided
that City may, in City’s sole discretion, make such reimbursement by issuing Tenant a rent
credit. In no event will City be obligated to pay or reimburse Tenant for any other costs or
expenses, including business interruption costs. '

(d) With respect to a Required Relocation, the Minimum Annual Guarantee shall
be increased, or decreased, as the case may be, pro rata, to reflect the increase or decrease, as the
case may be, in the size of the replacement premises compared to the original premises.

(e) With respect to a Premises Change where the square footage of the original
premises will be expanded or contracted by more than ten percent (10%), the Minimum Annual
Guarantee shall be increased, or decreased, as the case may be, pro rata to reflect the increase or

decrease, as the case may be, in the size of the expanded or contracted premises compared to the
original premises. '

(f) At City’s option, the parties shall amend this Lease or enter into a new lease

on substantially the same terms as this Lease, to reflect the Required Relocation or the Premises
Change.

(g) Notwithstanding anything to the contrary herein, City shall not require a
Required Relocation or a Premises Change unless City shall have considered other reasonable
alternatives and rejected them.
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(h) Without limiting the generality of this Section 1.2, Tenant speciﬁcaliy

acknowledges that the parties expect certain renovations and related construction to affect the
Terminal during the Term.

(i) If the Director determines, in his/her sole and absolute discretion, that
such renovation requires the closure of one or more of the facilities comprising the Premises, and
no alternate facilities are available, then the following shall apply: (A) City may elect to require
closure of the affected facilities and the “Premises” shall be contracted accordingly. (B) The
Minimum Annual Guarantee shall be decreased pro rata to reflect the decrease in the Premises.
(C) City shall reimburse Tenant for the unamortized portion of its Initial Improvements (as
defined below), where such costs have been amortized on a straight-line basis over a five (5)
year term. Such reimbursement may be, at City’s option, through a rent credit or by direct -

payment. (D) Tenant shall surrender the designated facilities ona date determined by City in the
condition required in this Lease. '

" (ii) If three (3) or more gates on Boarding Area “B” close as a result of
Terminal renovations or related construction; and such closure caused a material decrease in
Gross Revenues achieved in the Premises, as determined by Director, then the following shall
apply: (A) Base Rent shall be based on percentage rent of Gross Revenues as described in the
Summary, with no Minimum Annual Guarantee. (B) If such gate closure causes a severe decline
in enplanements in the Boarding Area, Tenant may request that it be permitted to close some or
all of the affected facilities comprising the Premises provided that such closure will not
negatively affect customer service in the area. Director, in his/her sole discretion may grant or
deny such request. If Director approves such request, Tenant shall surrender the designated
facilities on a date determined by City in the condition required in this Lease. In such event,
Tenant shall not be entitled to any sort of reimbursement or rent credit.

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. At Director’s request, Tenant and City shall
enter into an amendment of this Lease reflecting the results of such remeasurement.

1.4 Changes to Airport. Tenant acknowledges and agrees that (a) City shall have the
right at all times to change, alter, expand, and contract the Airport, including the Terminal
Building Complex; (b) City has made no representations, warranties, or covenants to Tenant
regarding the design, construction, pedestrian traffic, or views of the Airport or the Premises.
Without limiting the generality of the foregoing, Tenant acknowledges and agrees that the
Airport (1) is currently undergoing, and may from time to time hereafter undergo, renovation,
construction, and other Airport modifications; and (ii) may from time to time adopt rules and
regulations relating to security and other operational concerns that may affect Tenant’s business.
Although City will use reasonable efforts to minimize the effect of the Master Plan Expansion
and other Airport changes on Tenant’s business, Tenant acknowledges that such activity may

“have some effect on retail operations located at the Airport. Such construction and renovation
- programs might involve barricading, materials storage, noise, the presence of workers and
equipment, rearrangement, utility interruptions, and other inconveniences normally associated
with construction and renovation. Although City will use reasonable efforts to minimize the
effect of the Master Plan Expansion and other Airport changes on Tenant’s business, Tenant

v 4-
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acknowledges that such activity may have some effect on retail operations located at the Airport,
and Tenant shall not be entitled to any rent credit or othér 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, () 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, retail 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 Premises, (d) construct multi-level, elevated or
subterranean parking facilities and (e) expand or contract the Airport, including redefining the
Airport boundaries so as to include additional lands within the Airport or exclude lands from the
Airport or both. Without limiting waivers set forth elsewhere in this Lease, Tenant hereby
waives all claims against City and releases City from all Losses (as defined below) that Tenant
suffers or incurs arising out of or in connection with any changes to the Airport or any portion of
the Airport and Tenant further agrees that Tenant will not be entitled to any rent abatement or
any other rent relief in connection with any changes to the Airport or any portion of the Airport.

1.5  Common Areas. The term “common areas” means all areas and facilities located
within the Airport that are desigrated by City from time to time for the general use'and
convenience of the tenants of the Airport and other occupants of the airport, and airline
passengers and other visitors to the Airport such as concourses, sidewalks, elevators, escalators,
moving walkways, parking areas and facilities, restrooms, pedestrian entrances, driveways,
loading zones and roadways. City may, in its sole discretion, and without any liability to Tenant
(a) change the common areas, (b) increase or decrease the common areas (including the
conversion of common areas to leasable areas and the conversion of leasable areas to common
areas), and (c) impose parking charges. City will, in its sole discretion, maintain the common
areas, establish and enforce Airport Rules concerning the common areas, close temporarily |
portions of the common areas for maintenance purposes, and make changes to the common areas
including changes in the location of security check points, driveways, entrances, exits, parking
spaces, parking areas, and the direction of the flow of traffic. City reserves the right to make
additional Airport Rules affecting the Airport throughout the Term, including the requirement
that Tenant participate in a parking validation program.

2. TERM '

2.1 Commencement and Expiration. The Term shall commence on the .
Commencement Date and expire on the Expiration Date, unless terminated prior thereto as
provided herein. If for any reason (including, without limitation, the existing tenant’s failure to
vacate timely the Premises) City cannot deliver possession of the Premises to Tenant on the
Commencement Date, this Lease shall remain in effect, City shall not be subject to any liability,
and such failure shall not extend the Term hereof. In such event, and provided such delay is not
caused by the act or omission of Tenant, or Tenant’s contractor, employee, agent, licensee or
invitee (a “Tenant Entity”), the Rent Commencement Date shall be extended 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
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acknowledgment of the Commencement Date and the Rent Commencement Date in the form
attached as Exhibit E. In the event Tenant fails to execute and return promptly such
acknowledgment to City, the dates described therein shall be deemed conclusive.

2.2 Tenant Improvements and Required Opening Day. Tenant shall (a) take
possession of the Premises on the Commencement Date, (b) cause the initial Premises
improvements (as described on the attached Exhibit B) (the “Initial Improvements™) to be
substantially completed on or before the Rent Commencement Date, and (c) cause the Premises
to be open for business on or before the Rent Commencement Date. In the event the Premises
are not open for business on or before the Rent Commencement Date, City will incur substantial
damages, the exact amount of which are extremely difficult to fix. Accordingly, for each day
after the Rent Commencement Date until the day on which Tenant opens the Premises for
business, Tenant shall pay to City Five Hundred Dollars ($500.00) (in addition to Rent as
provided below), as liquidated damages. The parties have agreed that this amount represents a
reasonable approximation of the damages likely to be suffered by City in the event Tenant shall
fail to open on or before the Rent Commencement Date. In the event the Premises are not open
for business on the date that is sixty (60) days after the Rent Commencement Date, City shall
have the option to terminate this Lease, exercisable by notice to Tenant.

2.3 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, at City’s option, the Minimum Annual Guarantee shall be double
the then prevailing Base Rent. No such holdover shall be deemed to operate as a renewal or
extension of the Term. Such month-to-month tenancy may be terminated by City or Tenant by
giving thirty (30) days’ notice of termination to the other at any time. Tenant shall have no
rights to renew or extend the Term of this Lease.

3. USE AND OPERATION

3.1  Permitted Use. Tenant shall use the Premises for the Permitted Use and for no
other purpose. In the event Tenant desires to use the Premises for any purpose other than the
Permitted Use (including selling an item or service outside the scope of the Permitted Use),
Tenant may 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.

3.2  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.

3.3  Operation of Business. Subject to the terms of this Lease, Tenant will operate
Tenant’s business in the Premises so as to maximize Gross Revenues (as defined below) and in
accordance with the requirements set forth on Exhibit C relating to, among other things,
merchandise requirements and. price requirements. Without limitihg the generality of the
foregoing, Tenant shall (a) conduct the business in a first-class, businesslike, safe, efficient,
courteous and accommoadating manner; (b) carry a wide-range stock of merchandise of top
character, quantity, and quality; and (c) employ sufficient and experienced staff. In the event:
Director shall give notice to Tenant that any of the foregoing covenants (a) - (c) are not being
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satisfied, Tenant shall immediately discontinue or remedy the objectionable practice: In
addition, Tenant shall render the following public services: make reasonable change, give
directions, and assist the public generally. 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.

3.4  Use of Premises. Tenant shall use at least eighty-five percent (85%) of the
Premises for the display and sale of retail merchandise.

3.5  Hours of Operation. Tenant will carry on its business diligently and continuously
in the Premises and will keep the Premises open for business not less than sixteen (16)
consecutive hours each day seven (7) days per week, including holidays. Director may, from
time to time, change such required hours of operation, in which event, Tenant will remain open
during such revised hours. Tenant may not vacate or abandon the Premises at any time.

3.6 Prices” Tenant’s prices for the merchandise comprising the Permitted Use shall
be the same or comparable to prices found in Tenant’s catalog, if any, and at Tenant’s other retail
shops, or in a local retail shop determined by Director to be comparable.

3.7- 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 Qther Operational Requirements.

(a) Tenant must keep the display windows of the Premises suitably illuminated &t
all times. ' ‘

(b) 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 corriders adjacent to the
Premises any garbage, debris or refuse.

(¢) Tenant acknowledges that the operational requirements of the Airport as an

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

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

furniture. Tenant may not at any time park its trucks or other delivery vehicles in common areas;
and

(i)  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—An‘port parking privileges.

3.9  Prohibited Activities. Without limiting any other provision herein, Tenant shall
not, without the prior written consent of Director: (a) use or permit the use of the Premises for
the conduct in or on the Premises as 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 amusément 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;

(i) 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 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
searchhghts 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.
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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 use of the
Premises and operations therein, to comply at all times with all present and future federal, state
and local laws, as the same may be amended from time to time, whether foreseen or unforeseen,
ordinary as well as extraordinary, including all laws relating to (&) health and safety;

(b) disabled access, including the Americans with Disabilities Act, 42 U.S.C.S. Sections 12101
et. seq. and Title 24 of the California Code of Regulations (collectively “ADA”), (c) Hazardous
Materials (as defined below); and (d) fire sprinkler, seismic retrofit, and other building code
requirements (collectively “Laws”), and the Airport’s Tenant Improvement Guide, including the
Tenant Design Criteria, as amended from time to time (as amended, the “Airport’s TI Guide”),
and the Airport Rules. The parties acknowledge and agree that Tenant’s obligation to comply
with all Laws, the Airport’s TI Guide, and the Airport Rules, is a material part of the bargained
for consideration under this Lease. 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 (x) installed by Tenant pursuant to Section 8 [Utilities], or otherwise, or

(y) necessitated by Tenant’s Alterations or by any act or omission of Tenant or any Tenant
Entity. ' '

3.14  Construction Period Operations. In the event Tenant desires to conduct any
operations prior to the Rent Commencement Date, such operations shall be governed by the
provisions on Exhibit D.

3.15 Fuel System. Tenant acknowledges that City has granted, or may in the future
grant, to a party the sole and exclusive right to operate a fuel system on the Airport. In such
event, Tenant acknowledges and agrees that, to the extent it desires to receive distribution of jet
fuel on Airport premises, it must receive such distribution from such party, on the terms and
conditions established by such party. In no event will Tenant have any right to operate a
competing fuel system at the Airport.
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4. RENT

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

(a) “Gross Revenues” means:

R 6] The retail price of all merchandise sold and services rendered in,
on, about or from the Premises or from such other locations on Airport operated by Tenant,
whether operated by a subtenant or a concessionaire, or by any other person or entity, as may
 herein be provided, whether such sales be for cash or on credit, and in case of sales on credit,
whether or not payment is actually made; provided, however, that in the event merchandise is
returned by a customer and the sale is canceled, the selling price shall be excluded; plus,

(i)  The full amount of all deposits forfeited by customers in
connection with any business of Tenant in, on, about or from the Premises; plus,

(1it) The full amount of all orders for goods or services adceptqd by
Tenant if, on, about or from the Premises, whether or not to 'be filled or performed at any other
place, and the full amount of all orders accepted by Tenant elsewhere, but to be filled or

performed in, on, about or from the Premises. In determining Gross Revenues, retail sales taxes
shall not be included.

(iv)  The retail price of all merchandise orders placed on the Premises
from Tenant’s catalog.

The following shall not be included in “Gross Revenues™

) Any exchange of merchandise between stores of Tenant where
such exchange is made solely for the convenient operation of
Tenant’s business and not for the purpose of consummating a sale
made in, at or from the demised premises, or for the purpose of
depriving City of the benefit of sales which would otherwise be
made in or at the Premises.

()  Returns to the shippers or manufacturers.

(II1)  Cash or credit refunds to customers on transactions (not to exceed
the actual selling price of the item returned) otherwise included in
Gross Revenues.

(IV) Discount sales to employees.

(b) “Consumer Price Index” means that index published by the United States
Department of Labor, Bureau of Labor Statistics known as “Department Store-Inventory Price
Index-Soft Goods.” In the event such index is discontinued, then “Consumer Price Index” shall

mean an index chosen by Director which is, in Director’s reasonable judgement, comparable to
the index specified above.

- 10-

Lease for Boarding Areas “B” and “C” Principal Retail Concession



A
(c) “MAG Adjustment Date” means the first anniversary of the Commencement

Date, or the first day of the first calendar month following such anniversary if the -

Commencement Date does not fall on the first day of calendar month, and each anniversary of
such adjustment date thereafter.

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

(e) “Comparison Index” means the most recent Consumer Price Index
published immediately prior to each MAG Adjustment Date.

(f) “Enplanements” means the total number of passengers boarding airline
carriers.

(g) “Base Year Enplanements” means the total Enplanements for the twelve
month period preceding the Commencement Date.

(h) “Comparison Year Enplanements” means the total Enplancments for the
twelve month period preceding each MAG Adjustment Date.

42  Adjustments to Minimum Annual Guarantee. On each MAG Adjustment Date,
the Minimum Annual Guarantee will be adjusted, as follows: if (a) the Comparison Index shall
exceed the Base Index, and (b) Comparison Year Enplanements equal or exceed Base Year
Enplanements, then the Minimum Annual Guarantee w1th respect to the upcoming Lease Year
shall be increased to equal the following amount:

Initial MAG X Comparison Index
Base Index

If (1) the Comparison Index shall exceed the Base Index, and (ii) Comparison Year
Enplanements are less than Base Year Enplanements, then the Minimum Annual Guarantee with
" respect to the upcoming Lease Year shall be increased to equal the following amount:

Initial MAG x Comparison Index  x Comparison Year Enplanements
Base Index . Base Year Enplanements

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.

43  Monthly Rent Payments. Tenant shall pay, as rent for the Premises, estimated

monthly Base Rent in advance on or before the first (1st) day of each calendar month of the
Term as set forth below:

(2) On or before the Rent Commencement Date and the first (1st) day of each
calendar month thereafter, Tenant shall pay the current monthly Minimum Annuval Guarantee. If
the Rent Comumencement Date occurs on a date other than the first day of a calendar month, then
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the monthly Minimum Annual Guarantee for such first month (the “First Month™) shall be
prorated based on a 30-day month.

(b) On or before the twentieth (20th) day of each calendar month after the First
Month, concurrently with its submission of the Sales Reports described below covering the prior
calendar month, Tenant shall pay to City the deficiency, if any, between the Base Rent payable
by Tenant with respect to such prior calendar month (based on the Gross Revenues achieved
with respect to such prior month), and the amount actually paid by Tenant pursuant to the
foregoing subsection (a) with respect to such month.

(c) All payments hereunder shall be paid at the office of Director, or at such other
place as City may from time to time designate in writing,.

(d) The Minimum Annual Guarantee with respect to the first and last Lease Years
of the Term will be prorated, based on a 365-day year. Without limiting the generality of the
foregoing, as the Initial MAG is an annual amount, the Minimum Annual Guarantee with respect
to the first Lease Year shall be prorated, based on a 365-day year, to reflect the fact that the first
Lease Year shall be less than a full 12-month period. ‘

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

. (f) 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. ‘

. 4.4  Sales Reports. On or before the twentieth (20th) day of each calendar month
after the First Month, Tenant shall submit to City a report (the “Sales Report™) showing all
Gross Revenues achieved with respect to the prior month, segregated by each source or general
type of article sold-or service rendered. Such report shall be certified as being true and correct
by Tenant and shall otherwise be in form and substance satisfactory to Director. As described
below, City shall have the right, in addition to all other rights herein, to impose a fine in the
event Tenant shall fail to submit such Sales Report timely.

4.5  Annual Report and Adjustment. Within ninety (90) days after the end of each
Lease Year, Tenant shall submit to Director an unqualified year-end financial report certified by
a Certified Public Accountant showing Gross Revenues achieved with respect to the prior Lease
Year. If such.report shows that the total Base Rent actually paid by Tenant with respect the prior
calendar year was less than the Base Rent payable with respect to such year, then Tenant shall
immediately pay to City such deficiency. If such report shows that the Base Rent actually paid
.by Tenant with respect to such prior Lease Year exceeded the Base Rent payable with respect to
such year, then such excess shall be applied as a rent credit to amounts next coming due.
Notwithstanding anything to the contrary herein, in no event will the Base Rent payable to City
be less than the Minimum Annual Guarantee. In addition, Tenant shall submit to City such other
financial or other reports as Director may reasonably require.
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4.6 Cash Register Requirements. Tenant shall install in the Premises at least one cash
register. Such cash register and any other cash register used on the Premises shall be of a type
approved by Director in writing and shall register every transaction made in, on, about or from
the Premises, including every type of Gross Revenue, and the tape of each said cash register shall
be accessible to and subject to inspection by Director or histher agent. City may, at its option,
require all such cash registers to be locked and accessible only by the use of one key in the hands
of City. All cash receipts must include Tenant’s identification thereon. Each sale or other
transaction in the Premises must be recorded at the time of each sale or other transaction, in the
presence of the customer, all receipts from such sale or other transaction, whether for cash, credit
or otherwise, in a cash register or cash registers (including computerized cash registers or other
similar electronic devices) serviced by an established agency approved by Director. Mechanical
cash register(s) must have a non-resettable cumulative total, a detail audit tape, a transaction
number with a four-digit capacity, an indicator readily visible to customers as the amount rung,
and a seven-digit curnulative capacity or greater, as determined by Director based on the type of
business, with a four-digit overrun counter. Tenant must furnish to City a statement from an
established agency that the transaction number, the cumulative total and the overrun counter
have been sealed in a manner approved by Director. If computerized cash registers or other
similar electronic devices are used, that system must accurately record all sales at the Premises
and be no more subject to tampering than mechanical cash register(s). Upon the installation or
removal of any cash register (including computerized cash registers or other similar electronic
devices) used in the Premises, Tenant must immediately furnish to Director notice in writing
stating make, model number, serial number and cumulative total reading and overrun counter
reading of the cash register(s) (including computerized cash registers or other similar electronic
devices). Any repair agency employed to repair or replace any cash register (including .
computerized cash registers or other similar electronic devices if tised) in the Premises is hereby
authorized and directed to disclose and furnish to City or its anditors any information obtained
by the agency in the course of making such repair or replacement pertaining to said cash register
(including computerized cash registers or other similar electronic devices if used). Each '
customer must be issued a receipt or sales slip for each transaction, which transaction must be
recorded either on serially numbered sales slips or cash register tapes. City shall have the right
during business hours to examine the totals of the cash register(s) (including computerized cash
registers or other similar electronic devices if used) used in the Premises and to inspect for
. compliance with this section. City shall have the option to implement a common “point of sale”
system. If such option is exercised, Tenant must, at its cost, purchase and install the necessary
equipment, train its employees, and thereafter use, such equipment to take part in such system.

47 Books and Records: Audit Rights.

(a) Tenant shall maintain for a period of five (5) years after the Expiration Date,
or, in the event of a claim by City, until such claim of City for payments hereunder-shall have
been fully ascertained, fixed and paid, separate and accurate daily records of Gross Revenues,
whether for cash, credit, or otherwise. Tenant must require each subtenant, concessionaire,
licensee, and assignee to maintain the same records. All such books and records shall be kept in
accordance with “generally accepted accounting principles”, consistently applied, showing in
detail all business done or transacted in, on, about or from or pertaining to the Premises, and

- Tenant shall enter all receipts arising from such business in regular books of account, and all
entries in any such records or books shall be made at or about the time the transactions
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respectively occur. The books and source documents to be kept by Tenant must include records
of inventories and receipts of merchandise, daily receipts from all sales and other pertinent
original sales records and records of any other transactions conducted in or from the Premises by
all persons or entities conducting business in or from the Premises. Pertinent original sales
records include: (i) cash register tapes, including tapes from temporary registers, (ii) serially pre-
numbered sales slips, (iii) the original records of all mail and telephone orders at and to the
Premises, (iv) settlement report sheets of transactions with subtenants, concessionaires, licensees
and assignees, (v) original records indicating that merchandise returned by customers was
purchased at the Premises by such customers, (vi) memorandum receipts or other records of
merchandise taken out on approval, (vii) detailed original records or any exclusions or
deductions from Gross Revenues, (viii) sales tax records, and (ix) all other sales records, if any,
that would normally be examined by an independent accountant pursuant to generally accepted
auditing standards in performing an audit of Gross Revenues. Tenant must keep the required
books, source documents and records of Gross Revenues available for inspection by City and its
agents and employees at the Premises or at another location within the continental United States
at all times during regular business hours. In addition, Tenant shall maintain monthly and annual
reports of Gross Revenues derived from its operation under this Lease, using a form and method
as is directed by Director. Such forms and methods shall be employed by Tenant throughout the
term of this Lease. Upon Director’s written request, Tenant shall make available immediately to -
City and/or its auditors any and all books, records and accounts pertaining to its operations under
this Lease. The intent and purpose of the provisions of this section are that Tenant shall keep
and maintain records which will enable City and City’s Controller to ascertain, determine and
audit, if so desired by City, clearly and accurately, Gross Revenues achieved, and the adequacy
of the form and method of Tenant’s reporting thereof.

(b) Should any examination, inspection, and audit of Tenant’s books and records
by City disclose an underpayment by Tenant of the total Base Rent due, Tenant shall promptly
pay to City such deficiency, and if such deficiency exceeds two percent (2%) of the total Base
Rent due, Tenant shall also promptly reimburse City for all costs incurred in the conduct of such
examination, inspection, and audit. Further, should any examination, inspection, and audit of
Tenant’s books and records by City disclose an underpayment by Tenant of the total Base Rent
due and such deficiency exceeds five percent (5%) of the total Base Rent due, City shall have the
right to terminate this Lease. In the event that City deems it necessary to utilize the services of
legal counsel in connection with collecting the reimbursement for such examination, inspection,
and audit, then Tenant shall reimburse City for reasonable attorneys’ fees and litigation expenses
as part of the aforementioned costs incurred.

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

copies of any.audit reports covering this facility conducted by the California Franchise Tax
Board or the Board of Equalization.
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49  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.

4.10  Prepay Rent. Notwithstanding anything to the contrary herein, in the event
Tenant shall fail to pay any Rent when due hereunder, Director shall have the right to require
Tenant to pay estimated monthly Rent (including Base Rent, utility charges, and all other
amounts) one (1) month in advance of when such payment would otherwise be due. Such
prepayment would be based on the highest monthly Rent previously due from Tenant., Such
right shall be exercised by a notice from Director to Tenant, which notice may be given any time
after such default by Tenant, regardless of whether the same is cured by Tenant.

4.11 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 be otherwise éxpressly set forth herein. Except as may be specifically and expressly
provided otherwise in this Lease, no occurrence or situation arising during the Term, nor any
present or future Law, whether foreseen or unforeseen, shall relieve Tenant from its liability to
pay all of the sums required by this Lease, or relieve Tenant from any of its other obligations
under this Lease, 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; (¢) any bankruptcy, insolvency, reorganization,
composition, adjustment, dissolution, liquidation or other proceeding relating to City, Tenant or
any constituent partner of Tenant or any subTenant, licensee or concessionaire or any action
taken with Tespect to this Lease by a trustee or receiver, or by any court, in any proceeding; (d)
any claim that Tenant or any other person has or might have against City; (e) any failure on the
part of City to perform or comply with any of the terms hereof or of any other agreement with
Tenant or any other person; (f) any failure on the part of any subTenant, licensee, concessionaire,
or other person to perform or comply with any of the terms of any sublease or other agreement
between Tenant and any such person; (g) any termination of any sublease, license or concession,
whether voluntary or by operation of law; or (h) any other occurrence whatsoever, whether
similar or dissimilar to the foregoing in each case whether or not Tenant shall have notice or
knowledge of any of the foregoing, The obligations of Tenant hereunder shall be separate and
independent covenants and agreements. Tenant hereby waives to the full extent permitted by
applicable law, all rights now or hereafter conferred by statute, including without limitation the
provisions of Civil Code Sections 1932 and 1933, to quit, terminate or surrender this Lease or the

.Premises or any part thereof, or to any abatement, suspension, deferment, diminution or
~ reduction of any rerit hereunder.
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5. ASSIGNMENT OR SUBLETTING

5.1 No Assignment. Tenant shall not assign, sublet, encumber, or otherwise transfer,
whether voluntary or involuntary or by operation of law, the Premises or any part thereof, or any
interest herein, without City’s prior written consent, which consent may be granted or denied in
City’s sole and absolute discretion (the term “Transfer” shall mean any such assignment,
subletting, encumbrance, or transfer). City’s consent to one Transfer shall not be deemed a

consent to subsequent Transfers. Any Transfer made without City’s consent shall constitute a
default hereunder and shall be voidable at City’s election.

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 fifty-one percent (51%) or more of the partnership, or the dissolution of the partnership,
or the sale or transfer of at least fifty-one percent (51%) 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 fifty-one percent (51%) 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 fifty-one percent (51%) 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  NoRelease. Inno 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 the Standard Sublease
Agreement form provided by Director to Tenant, and the actual sublease must be approved by
City; (c) Each and every covenant, condition or obligation imposed upon Tenant by this Lease
and each and every right, remedy or benefit afforded City by this Lease will not be impaired or
diminished as a result of any sublease agreement; (d) No subtenant shall be obligated to pay to
Tenant, and Tenant shall not be permitted to charge any rent, percentage rent, bonus rent, key
money, administration fee, or the like, which exceeds, in the aggregate, the total sums that
Tenant pays to City under this Lease for the portion of the Premises subleased by the subtenant
under its sublease agreement (the “Excess Rent”). If, notwithstanding the foregoing prohibition,
Tenant receives any Excess Rent, Tenant shall pay the same to City; () Tenant assigns to City
all rent and other payments due from all subtenants under any sublease agréements; provided
however, Tenant is hereby granted a license to collect rents and other payments due from
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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; and (f) Tenant shall not be
entitled to sublease any Premises located post-security on Boarding Area “B” to a DBE (as
defined in the Bid of this Lease). 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 or reasons therefor, will in any manner
whatsoever be deemed an attornment by the subtenants to City in the absence of either a specific
written agreement signed by City to such an effect.

% e

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 heréof, 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 City to comply w1th any reportmg requirements under applicable law with
respect to possessory interests.

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

7.1 Minimum Investment. Prior to the Rent Commencement Date, Tenant shall
_refurbish, redecorate and modernize the interiors and exteriors of the Premises, and 6therwise
complete the Initial Improvements, at a minimum cost of the Minimum Investment Amount.
Upon completion of construction, Tenant shall provide to Director a statement certified by its
architect, setting forth the total construction costs, with appropriate detail showing the costs of
elements of decoration, furnishings, fixtures and equipment. Tenant shall make available to
Director, at Director’s request, receipted invoices for labor and materials covering all
‘construction and trade fixtures; including furniture, fixtures and equipment and architectural and
- engineering fees. The minimum investment may not include financial costs, interest, inventory,
pre-opening expenses or inter-company charges related to construction. If the said actual
investment cost is less than the Minimum Investment Amount, the deficiency will be paid to City
within sixty (60) days after completion of construction. If Director disputes the amount of
investment claimed by Tenant, Director may, at City’s expense, hire an independent appraiser to
determine the cost of the investment. If the independent appraiser determines that the investment
is less than the Minimum Investment Amount, the deficiency, as well as City’s costs of hiring

such 1ndependent appraiser, will be paxd to City by Tenant within sixty (60) days of the
appraiser’s determination.

7.2 City’s Approval Rights. Tenant shall not make or suffer to be made any
alterations, additions, or improvements to the Premises or any part thereof or attach any fixtures
or equipment thereto, including the Initial Improvements (collectively, “Alterations™) without
City’s prior written consent. Without limiting the generality of the foregoing, the initial layout
- and design of all Alterations shall conform to Commission’s established architectural design
scheme for the Terminal Building Complex and the provisions of Airport’s TI Guide, including
the Tenant Design Criteria. 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 to
and include architectural and aesthetic matters and City reserves the right to reject any designs
submitted and to require Tenant to resubmit designs and layout proposals until they meet City’s
approval. The Rent Commencement Date shall not be extended if City elects to reject any
designs or layout proposals submitted. In the event of disapproval by City of any portion of the
plans and specifications, Tenant will promptly submit necessary modifications and revisions
thereof. No changes or alterations will be made in said plans or specifications after approval by
City. City agrees to act within a reasonable period of time upon such plans and specifications
and upon requests for approval of changes or alterations in said plans or specifications. One
copy of plans for all improvements or subsequent changes therein or alterations thereof will,
within fifteen (15) days after approval thereof by City, be signed by Tenant and deposited with
City as an official record thereof. All Alterations shall be effected through the use of contractors
approved by City who shall furnish to City upon demand such completion bonds and labor and
material bonds as City may require so as to assure completion of'the Alterations on a lien-free
basis. Without limiting the requirements set forth above, Tenant acknowledges and agrees that
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Tenant may be required to obtain approvals for any des1red Alteratlons from the Airport’s |
Quahty Control Department.

73 Structures and Fixtures. Tenant shall, at its sole cost and expense, design, erect,
construct and install all fixturés, 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, including the Tenant Design
Criteria, and in conformity with the approved plans and specifications submitted by Tenant, and
shall meet all applicable local building codes and ordinances as well as all other Laws. Tenant
shall submit complete plans and specifications to Director, and prior to the commencing any
construction work, obtain Director’s written approval 6f said plans and spemﬁca’aons Tenant
shall make no change or alteration in the plans and specifications without prior written approval
of Director. In the event that Tenant fails to submit plans and specifications which meet the
approval of City within thirty (30) days after the Effective Date, City may terminate this Lease.

Nothing herein contained shall be construed to delay or otherwise affect the Commencement
Date or the Rent Commencement Date.

7.4  Notice and Permits. Tenant shall give written notice to Director not less than
seven (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 substantial 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 like, attached to
the physical structure of the premises in any matter whatsoever. On the Expiration Date, all
fixtures, other than those deemed trade fixtures by City, shall become the property of City.
Tenant shall be liable to City for City’s costs for storing, removing and disposing-of any
alterations of Tenant’s personal property, and of restoration of the Premises.

7.6  Effect of Alterations on Airport. If and to the extent that Tenant’s activities or
proposed Alterations trigger an obligation or requirement on the part of City to make changes to
the Airport premises (including ADA requirements), Tenant shall indemnify, defend, and hold

harmless City from and against any and all Losses (as defined below) arising out of such
activities or Alterations.
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8. UTILITIES

8.1 Services Provided. City shall provide in the Terminal Building Complex the
following utility services: reasonable amounts of water, electricity, telephone, sewage outlets,
heating, ventilation, and air conditioning, to a point deterimined 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
implemented or may’in the future implement a shared telecommunications service program
(“STS Program”) to provide telecommunications services. The STS Program may involve
City’s provision of telephong, telefacscimile, local access, long distance service, internet,
intranet, and other computer and telecommunications services. In such event, at City’s option,
Tenant shall participate in the STS Program by engaging City or its agent to provide such
services at Tenant’s expense, provided that the charges for such services are generally
competitive. All payments for STS services shall be due and payable when invoiced by City.

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

9. MAINTENANCE AND REPAIR

9.1 “As-Is” Condition, TENANT SPECIFICALLY ACKNOWLEDGES AND
AGREES THAT CITY IS LEASING THE PREMISES TO TENANT ON AS “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 Premise’s 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,
regulat1ons 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
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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 Miintenance Obligations. Tenant, at all times during the Term and at
Tenant’s sole cost and expense, shall keep the Premises and every part thereof in good condition
and repair, and in compliance with applicable Laws, including the replacement of any facility of
City used by Tenant which requires replacement by reason of Tenant’s use thereof, excepting
(a) ordinary wear and tear, and (b) damage due to casualty with respect to which the provisions
of Section 14 [Damage or Destruction] shall apply. Tenant hereby waives all right to make
repairs at the expense of City or in lieu thereof to vacate the Premises as provided by California
Civil Code Section 1941 and 1942 or any other law, statute or ordinance now or hereafter in
effect. In addition, if it becomes reasonably necessary during the term of this Lease, as
determined by Director, Tenant will, at its own expense, redecorate and paint fixtures and the
interior of the Premises and improvements, and replace fixtures, worn carpeting, curtains, blinds,
drapes, or other furnishings. Without limiting the generality of the foregoing, at all times,
Tenant shall be solely liable for the facade of the Premises separating the Premises from the
Terminal common areas, including the external face thereof, all windows and display areas
therein, and all finishes thereon. As provided below.in Section 15.4 [City’s Right to Perform], in

the event Tenant fails to perform its maintenance and repair obligations hereunder, City shall
have the right to do so, at Tenant’s expense. -

10. 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 TT Guide, including the Tenant Design Criteria, including but not limited to, the approval of
the number, size, height, location, color and general type and design.” Such approval shall be
subject to revocation by Director at any time. Without express written consent of Director,
Tenant shall not display any advertising, promotional, or informational pamphlets, circulars,
brochures or similar materials. Without limiting the foregoing restrictions on advertising, in no
event will there be permitted on the Premises any advertising of cigarettes or tobacco products.

11. PROMOTIONAL PROGRAM

11.1  Promotional Program. City, at City’s election, may conduct, or cause to be
conducted, an advertising, promotional and public relations program for the general purpose of |
promoting the name and identity of the Airport and the retail business conducted in the Airport.
If City elects to do so, City will determine in its sole discretion the composition and manner of
- implementation of that program, and Tenant must participate in promotions, advertising and
public relations, and cause its store manager to attend promotional program meetings. In such
event, from and after the Rent Commencement Date (but prorated for any partial month), Tenant
must pay to City, as a contribution to the cost of the promotional program, the Promotional
Charge, in advance on the first (1%) day of each month during the Term.
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11.2  Promotional Charge. At City’s option, the Promotional Charge may be increased
from time to time such that the new Promotional Charge will equal:

Initial Promotional Charge = x = Comparison Index .
Base Index.

For 'pm'poses of the foregoing adjustment, the “Compaﬁson Index” shall mean the Consumer
Price Index published immediately prior to the adjustment date and the “Base Index” shall mean
the Consumer Price Index published immediately prior to the Effective Date.

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, foreseerr 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. In addition to, and notin limi’cation of the foregoing, Tenant shall
forever indemnify, defend, hold and save City and each City Entity free and harmless of, from
and against any and all Losses caused in whole or in part by or arising out of (a) any act or
omission of Tenant or any Tenant Entity, (b) Tenant’s use of the Premises or operations at the
Airport, or (c) any default by Tenant or any Tenant Entity hereunder, whether or not Losses shall
be caused in part by any act, omission or negligence of City or any City Entity. The foregoing

indemnity shall not extend to any Loss caused by the sole gross negligence or willful misconduct
of City.

12.3  “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.

124 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,
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and each shall have the right to participate in the defense of the same to the extent of its own
interest.

12.5 [nsurance. 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) Comprehensive 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. '

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

(d) Property Insurance on an all risk 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
due to a risk required to be insured against by Tenant hereunder. Said insurance shall also cover
business interruptions due to failures or interruptions in telecommunications services, strikes,
employee lockouts, riots, or other civil commotion. To calculate Base Rent during any such
interruption of business, the Gross Revenues for the 12-month period immediately preceding the
incident causing the business interruption shall be used.

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

Comprehensive Automobile Liability Insurance, and Property 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”); ‘

(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.
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(c) That the insurance company shall give thirty (30) days prior written notice to

City of cancellation, non-renewal or reduction in coverage or limits, delivered to City at City
Address. :

12.7 Delivefv of Policies or Certificates. On or before the Commencement Date,

Tenant shall provide to City copies of its insurance policies or certificates thereof evidencing the-
above insurance.

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

13.  DEPOSIT

13.1 Form of Deposit. Within ten (10) days after the Effective Date, 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 F-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 F-2, and otherwise in form satisfactory to City’s City Attorney, issued by a
bank satisfactory to Director. Such bond or letter of credit shall be renewed annually and
increased annually such that at all times, the Deposit is equal to one-half (44) the then current .
Minimum Annual Guarantee, all at Tenant’s cost. Such bond or letter of credit shall be kept in
full force and effect during the Term to ensure the faithful performance by Tenant of all
covenants, terms, and conditions of this Lease, including paymient 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 interest hereunder), said sum
not being earned by Tenant until all provisions precedent for its payment to Tenant have been
fulfilled. 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  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 City for any loss or
damage which City may suffer thereby. If City so uses or applies all or any portion of the
Deposit, Tenant, within ten (10) days after demand therefor, shall deposit other security
acceptable to Director with City in an amount sufficient to restore the Deposit to the full amount
thereof, and Tenant’s failure to do so shall be a breach of this Lease. In the event the bonding
company or bank declines to renew or elects to cancel the bond or letter of credit comprising the
Deposit, Tenant shall, at least fifteen (15) days prior to the expiration or cancellation date,
replace such bond or letter of credit with another bond or letter of credit. If Tenant fails to do so,
City may, without notice to Tenant, draw on the entirety of the Deposit and hold the proceeds
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thereof as security hereunder. City shall not be required to keep the Deposit separate from its
general accounts. If Tenant performs all of Tenant’s obligations hereunder, the Deposit, 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) at 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. '

g

13.3  Other Agreements. If Tenant defaults with respect to any provision of any other
agreement between City and Tenant, including the Other Agreements, City may use, apply or
retain all or any portion of the Deposit for payment of any sum owing to City or to which City
may become obligated by reason of Tenant’s default or to compensate City for any loss or
damage which City may suffer thereby. Likewise, if Tenant defaults with respect to any
provision under this Lease, City may use, apply, or retain all or any portion of any deposit
provided under any other agreement between City and Tenant, including the Other Agreements,
for payment of any sum owing to City or to which City may become obligated by reason of
Tenant’s default or to compensate City for any loss or damage which City may suffer thereby. In
the event the Deposit or any other deposit is so used, Tenant shall deposit other security

acceptable to Director with City in an amount sufficient to restore the Deposit to the full amount
thereof. ' ’

14. DAMAGE OR DESTRUCTION | .
14.1  Partial Destruction of the 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 and this Lease shall continue in full force and effect.

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

(c) Notwithstanding the foregoing, 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
shall not be required to repair any injury or damage by fire or other cause, or to make any
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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.

\- . ’_n’.

142 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  Partia] 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 Prermses to City as
required hereunder.

144 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 to terminate this Lease pursuant hereto, Tenant shall have the
right within ten (10) days after receipt of the required notice to notify City in writing of Tenant’s
intention to repair such damage at Tenant’s expense, without reimbursement from City, in which

event this Lease shall continue in full force and effect and Tenant shall proceed to make such
repairs as soon as reasonably possible.

14.5 No Abatement of Rent; Tenant’s Remedies.

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

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

15. DEFAULT; REMEDIES

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

(8) Tenant shall fail duly and punctually to pay Rent, or to make any other
payment required hereunder, when due to City, and such failure shall continue beyond the date
specified in a written notice of such default from Director, which date shall be no earlier than the
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third (3rd) day after the effective dﬁte of such notice. Notwithstanding the foregoing, in the
event there occurs two (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

v -

(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 bankruptey, or a petition or answer seeking an arrangement for its
reorganization, or the readjustment of its indebtedness under the federal bankruptcy laws, or
under any other law or statute of the United States or of any state thereof, or consent to the
appointment of a receiver, trustee, or liquidator of any or substantially all of its property; or

(¢) 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; or

(d) There shall occur a Transfer without the prior approval of the City; or
(e) Tenant shall voluntarily abandon, desert or vacate the Premises; or

(f) Any lien shall be filed 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 the Deposit within ten (10) days after the Effective
Date or shall fail to maintain in full such Deposit at all times during the term of this Lease, and "

such failure shall continue for a period of more than three (3) days after delivery by Director of
written notice of such breach or default; or

(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

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

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

(k) There shall occur a default under any other agreement between Tenant and
City, including the Other Agreements, if any, and such default is not cured as may be provided in
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‘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  Statutorv 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 permifted 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:

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

(ii)  The “worth at the time of the award” of the amount by which the
unpald 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; and

(iii)  The “worth at the time of the award” of the amount by which the
unpaid Rent for the balance of the Term after the time of award exceeds the amount of such
rental loss that Tenant proves could be reasonably avoided; and

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

For purposes of the foregoing, the “worth at the time of award” of the amounts referred to in
clauses (i) and (ii) above is computed by allowing interest at the lower of 18% per annum and the
highest rate legally permitted under applicable law. The “worth at the time of award” of the
amount referred to in clause (iii) above is computed by discounting such amount at the discount
rate of the Federal 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
hereunder 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 City’s damages
comprising Base Rent based on Gross Revenues, that amount will be computed by determining
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the highest Base Rent accruing in any Lease Year during the immediately preceding three Lease
Years or such shorter period if the Term prior to termination was less than three Lease Years.
Tenant agrees that Tenant’s obligations under this Lease, including the payment of Base Rent,
are independent covenants and are not conditioned on the covenants or warranties of City.

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

(c) City shall have the right and power, as attorney in fact for Tenant, to enter and
to sublet the Premises, to collect rents from all subtenants and to provide or arrange for the
provision of all services and fulfill all obligations of Tenant (as permitted in accordance with the
terms of this Lease) and City is hereby authorized on behalf of Tenant, but shall have absolutely
no obligation, to provide such services and fulfill such obligations and to incur all such expenses
and costs as City deems necessary in connection therewith. Tenant shall be liable immediately to
City for all costs and expenses City incurs in collecting such rents and arranging for or providing
such services or fulfilling such obligations. City is hereby-authorized, but not obligated, to relet
the Premises or any part thereof on behalf of Tenant, to incur such expenses as may be necessary
to effect a relet and make said relet for such term or terms, upon such conditions and at such
rental as City in its sole discretion may deem proper. Tenant shall be liable immediately to City
for all reasonable costs City incurs in reletting the Premises required by the reletting, and other
costs. If City relets the Premises or any portion thereof, such reletting shall not relieve Tenant of
any obligation hereunder, except that City shall apply the rent or other proceeds actually
collected by it as a result of such reletting against any amounts due from Tenant hereunder to the
extent that such rent or other proceeds compensate City for the nonperformance of any obligation
of Tenant hereunder. Such payments by Tenant shall be due at such times as are provided
elsewhere in this Lease, and City need not wait until the termination of this Lease, by expiration
of the Term hereof or otherwise, to recover them by legal action or in any other manner. City
- may execute any lease made pursuant hereto in its own name, and the Tenant 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 gwen Tenant express written notice of City’s
election to do so as set forth herein.

(d) City shall have the n‘ght 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 exermse 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.

- 20~

Lease for Boarding Areas “B" and “C” Principal Retatl Concession



o e

() 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 shall immediately vacate any space occupied by it under this
Lease, and Tenant shall have no claim of any kind whatsoever against City or any City Entity by
reason of such termination, or by reason of any act by City or any City Entity incidental or
related thereto. In the event of the exercise by City of such option to terminate, Tenant shall
have no right to or claim upon any improvements or the value thereof, which may have been
previously installed by Tenant in or on the Premises.

15.6  Cumulative Rights. The exercise by City of any remedy 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. Aé 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 i in addition to and
not m lieu of any and all other rights hereunder, or at law or in equity.

15.8  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 ' 1 $100
Violation of Use Section 3 . $100
Failure to cause operations or Premises to comply with 3.13 ' . $100
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Violation |  Section Fine
Laws |
F éﬂure to submit required documenté and reports,‘ - 44,45, and . $100
including Sales Reports others '
Construction or Alterations without City approval 7 ' $100
Failure to rr'lake‘ required repairs : ' 9 | $100
Unauthorized advertising or signage , 10 ' . $100
Faiiure to obtain/maintain insurance 12 $100
Failure to obtain or maintain Deposit - 13 $100

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. THE PARTIES HAVE AGREED THAT A VIOLATION OF ANY OF THE ABOVE
TERMS SHALL RESULT IN CITY INCURRING DAMAGES WHICH ARE IMPRACTICAL
OR IMPOSSIBLE TO DETERMINE. THE PARTIES HAVE AGREED THAT THE ABOVE

FINES ARE A REASONABLE APPROXIMATION OF SUCH DAMAGES. Such fines shall
constitute “Additional Rent.” ’

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

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

15.11 Waiver of Notice. Except as otherwise expressly provided in this Section 15,
Tenant hereby expressly waives, so far as permitted by law, the service of any notice of intention
to enter or re-enter provided for in any statute, or of the institution of legal proceedings fo that
end, and Tenant, for and on behalf of itself and all persons claiming through or under Tenant,
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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. In such event, City shall not be responsible for any Losses related to such
personal property, and City may sell or otherwise dispose of such personal property.

17. HAZARDOUS MATERIALS

17.1  Definitions. As used herein, the followmg 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 U.S.C. Section 1251, et seq.), the Safe
Drinking Water Act (14 U.S.C. Section 401, et seq.), the Hazardous Materials Transportation
Act (49 U.S.C. Section 1801, et seq.), the Toxic Substance Control Act (15U.S.C. Section 2601,
et seq.), the California Hazardous Waste Control Law (California Health and Safety Code
Section 25100, et seq.), the Porter-Cologne Water Quality Control Act (California Water Code
Section 13000, et seq.), and the Safe Drinking Water and Toxic Enforcement Act of 1986
(California Health and Safety Code Section 25249.5, et seq.

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

oil or any fraction thereof, natural gas or natural gas liquids; and any materials hsted in the
Airport’s TI Guide, including the Tenant Design Criteria.

(c) “Release” when used with respect to Hazardous Material shall include any
actual or imminent spilling, leaking, pumping, pouring, emitting, emptying, discharging,

~32-

Lease for Boarding Areas “B" and “C" Principal Retail Concession



“ . A

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.

172 Tenant’s Covenants. Neither Tenant nor any Tenant Entity shall cause any
Hazardous Material to be brought upon, kept, used, stored, generated or disposed of in, on or
about the Premises or the Airport, or transported to or from the Premises or the Airport;
provided that Tenant may use such substances as are customarily used in retail sales so long as

such use is in compliance with all applicable Environmental Laws and the Airport’s TI Guide,
including the Tenant Design Criteria.

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. 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
the right to require Tenant to file with the City and application for a Closure Permit for
decontamination of the site and investigation and removal of all Hazardous Materials in
compliance with the Airport’s TI Guide, including the Tenant Design Criteria, the Airport’s -
Rules and Regulations, 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 acknowledgment of responsibility and indemnification for any and all Losses associated with
any such contamination. ‘

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.
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(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 settlement of a condemnation action.

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

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

18.4  Partial Taking: Election to Terminate.

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

curable or is curable but City is unwilling or unable to cure such condition; and (c) City elects to
terminate.

(b) If a partial Taking of a 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 Takmg, and thereafter this Lease shall termmate upon on the thirtieth
(30th) day after such notice is given.

18.5 Tenant 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
darnage to Tenant’s business or damage to Tenant’s personal property.
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18.6  Partial Taking: Continuation of Lease. If a partial Taking of the Premises occurs
and this Lease is not terminated in its entirety under Section 18.4 [Partial Taking; Election to
Terminate] above, then this Lease shall terminate as to the portion of the Premises so taken, but
. shall remain in full force and effect as to the portion not taken, and the rights and obligations of

the Parties shall be as follows: (a) the Minimum Annual Guarantee shall be adjusted by Director
to reflect the Taking, and (b) City shall be entitled to the entire Award in connection therewith
(including, but not limited to, any portion of the Award made for the value of the leasehold estate
created by this Lease). Tenant shall have no claim against City for the value of any unexpired
Term of this Lease, provided that Tenant may make a separate claim for compensation. Tenant
shall retain any Award made specifically to Tenant for Tenant’s relocation expenses or the
-interruption of or damage to Tenant’s business or damage to Tenant’s personal property.

18.7 Temporary Takings. Notwithstanding anything to contrary in this Section, 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. Inthe event of such temporary Taking, City shall be entitled to receive any
Award.

19. CITY AND OTHER GOVERNMENTAL PROVISIONS

19.1  MacBride Principles - Northern Ireland. The City and County of San Francisco
urges companies doing business in Northern Ireland to move toward resolving employment
inequities and encourages them to abide by the MacBride Principles as expressed in San
Francisco Administrative Code Section 12F.1, et seq. The City and County of San Francisco
also urges San Francisco companies to do business with corporations that abide by the MacBride
Principles. Tenant acknowledges that it has read and understands the above statement of the City
and County of San Francisco concerning doing business in Northern Ireland.

19.2  Charter. The terms of this Lease shall be governed by 'and:subject to the budget
and fiscal provisions of the Charter of the City and County of San Francisco.

193  Tropical Hardwood and Virgin Redwood Ban. (a) Except as expressly permitted
by the application of Sections 121.3.b and 121.4.b of the San Francisco Administrative Code,
neither Tenant nor any of its contractors shall use in the construction of any Alterations or
otherwise in the performance of this Lease any items or materials which are tropical hardwoods,
or tropical hardwood products, virgin redwood or virgin redwood products; (b) City and County
of San Francisco urges companies not to import, purchase, obtain or use for any purpose, any
tropical hardwood, tropical hardwood product, virgin redwood, or virgin redwood product.

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.
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19.5  Effect of City Approvals. Notwithstanding anything to the contrary herein,
Tenant acknowledges and agrees that City is entering into this Lease as a landowner, and not as a
regulatory agency with police powers. Accordingly, any construction, alterations, or operations
* contemplated or performed by Tenant hereunder may require further authorizations, approvals,
or permits from governmental regulatory agencies, including the Airport’s Quality Control
Department. Nothing in this Lease shall limit Tenant’s obligation to obtain such other
authorizations, approvals, or permits. No inspection, review, or approval by City pursuant to this
~ Lease shall constitute the assumption of, nor be construed to impose, responsibility for the legal
or other sufficiency of the matter inspected, reviewed, or approved. In particular, but without
limiting the generality of the foregoing, in approving plans and specifications for Alterations,
City () 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 régard even after its approval has
been given or a permit has been issued.

v

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

19.7 Burma. Tenant is not the government of Burma (Myanmar), a person or business
entity organized under the laws of Burma (Myanmar) or a “prohibited person or entity” as
defined in Section 12J.2(g) of the San Francisco Administrative Code. City may terminate this
Lease if the foregoing representation is false. Chapter 127 of the San Francisco Administrative
Code is hereby incorporated by reference as though fully set forth herein. The failure of Tenant
to comply with any of its requirements shall be deemed a material breach of this Lease. In the
event that Tenant fails to comply in good faith with any of the provisions of Chapter 12 J of the
San Francisco Administrative Code, Tenant shall be liable for liquidated damages for each
violation in an amount equal to Tenant’s net profit under this Lease, or ten percent (10%) of the
total amount of this Lease, or $1,000, whichever is greatest. Tenant acknowledges and agrees
that the liquidated damages assessed shall be payable to City upon demand and may be set off
against any moneys due to Tenant from any City contract.

19.8  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.

19.9  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, Subtitie A - Office of the Secretary of Transportation, Part 21, as amended, as a
condition precedent to the government making grants in aid to City for certain Airport programs
and activities, and that City is required under said Regulations to include in every agreement or
concession pursuant to which any person or persons other than City, operates or has the right to
operate any facility on the Airport providing services to the public, the following covenant, to
which Tenant agrees as follows: “Tenant in its operation at and use of San Francisco
International Airport, covenants that (1) no person on the grounds of race, color, or national
origin shall be excluded from participation in, denied the benefits of, or be otherwise subjected to
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discrimination in the use of said facilities; (2) that in the construction of any improvements on,
over, or under such land and the furnishing of services thereon, no person on the grounds of race,
color, or national origin shall be excluded from participation in, denied the benefits of, or
otherwise be subjected to discrimination, and (3) that the grantee, licensee, permittee, etc., shall
use the Premises in compliance with all other requirements imposed by or pursuant to Title 49,
Code of Federal Regulations, Subtitle A, Office of the Secretary of Transportation, Part 21,
Nondiscrimination in 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.”

19.10 Federal Affirmative Action Regulations. Tenant assures that it will undertake an
affirmative action program as required by 14 CFR Part 152, Subpart E, to insure that no person
shall on the grounds of race, creed, color, national origin, or sex be excluded from participating
in any employment activities covered in 14 CFR Part 152, Subpat’t 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

19.11 City’s Nondiscrimination Ordinance.

(2) In the performance of this Lease, Tenant covenants and agrees not to
discriminate on the basis of the fact or perception of a person’s race, color, creed, religion,
national origin, ancestry, age, seX, sexual orientation, gender identity, domestic partner status,
marital status, disability or Acquired Immune Deficiency Syndrome or HIV status (AIDS/HIV
status) against any employee of, any City employee working with, or applicant for employment
with, Tenant, in any of Tenant’s operations within the United States, or against any person
seeking accommodations, advantages, facilities, privileges, services, or membership in all
business, social, or other establishments or organizations operated by Tenant.

(b) Tenant shall include in all-subleases and other subcontracts relating to the
Premises hereunder a non-discrimination clause in substantially the form of subsection (&) 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.

(¢) Tenant does not as of the date of this Lease and will not during the Term, in
any of its operations in San Francisco, or where the work is being performed for the City
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
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registered with a governmental entity pursuant to state or local law authorizing such registration,
subject to the conditions set forth in Section 12B.2(b) of the San Francisco Administrative Code.

(d) Tenant hereby re@resents 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) The provisions of Chapters 12B and 12C of the San Francisco Administrative
Code relating to non-discrimination 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, '

19.12 Conflict of Interest. Tenant states that it is familiar with the provisions of City’s
Charter Section C8.105, and Section 87100 et seq. of the Government Code of the State of
California and certifies that it knows of no facts in connection with this Lease which constitute a
violation of said sections. It further certifies that it will make a complete disclosure to Director,
if necessary, of all facts within its reasonable knowledge bearing upon any possible interest,
direct or indirect, which it believes a member of Commission or other officer or employee of
- City presently has or will have in this Lease or in its performance. Willful failure of Tenant to

make such disclosure, if any, to Commission, shall constitute grounds for termination of this
Lease.

19.13 Prevailing Rates of Wage. Tenant agrees and covenants that it shall comply with
the provisions of San Francisco Administrative Code Chapter 6, Section 6.1-3, (Ordinance No.
140-84), as amended, to the extent to which said Ordinance is held enforceable and is applicable
to the operations authorized under this Lease. Tenant shall include a similar provision in all
subleases perniitted hereunder. Such incorporation by reference shall not give rise to any rights

to enforcement of the provisions of such Ordinance not otherwise available absent such
incorporation by reference.

19.14 Declaration Regarding Airport Private Roads. Tenant hereby acknowledges and
agrees that all roads existing at the date of execution hereof within the boundaries of the Airport,
as shown on the current official Airport plan and as it may be revised, are the private property
and private roads of the City-and County of San Francisco, with the exception of that portion of
the old Bayshore Highway which runs through the southern limits of the City of South San
Francisco and through the northern portion of the Airport to the intersection with the North
Airport Road as shown on said Airport Plan, and with the exception of that portion of the North
Airport Road which runs from the off and on ramps of the State Bayshore Freeway to the
intersection with said old Bayshore Highway as shown on said Airport Plan. It further
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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 othemse designated by
appropnate

19.15 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.

19.16 Drug-Free Workplace. Tenant acknowledges that pursuant to the Federal Drug-
Free Workplace Act of 1989, the unlawful manufacture, distribution, possession or use of a
controlled substance is prohibited on City premises. Any violation of this prohlbmon by Tenant
or any Tenant Entity shall constitute a default hereunder.

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

19,18 Sunshine Ordinance. In accordance with Section 67.24(e) of the San Francisco
Administrative Code, contracts, contractors’ bids, leases, agreements, responses to Requests for
Proposals, and all other records of communications between City and persons or firms seeking
contracts will be open to inspection immediately after a contract has been awarded. Nothing in

this provision requires the disclosure of a private person’s or organization’s ngt worth or other
" proprietary financial data submitted for qualification for a contract, lease, agreement or other
benefit until and unless that person or organization is awarded the contract, lease, agreement or

benefit. Information provided which is covered by this paragraph will be made available to the
public upon request.

19.19 Tenant’s Utilization of MBE/WBE/LBE. As described in Commission
Resolution No. 95-0136, the City’s Board of Supervisors has found that policies and programs
that enhance the opportunities and entrepreneurial skills of minority owned, women owned, and
local businesses (“MBE/WBE/LBE”) will best serve the public interest because the growth and’
development of such businesses will have a significant positive impact on the economic health of
the City and County of San Francisco and will serve to reduce racial tension in our community.
As described in such resolution, the Commission desires to maximize the opportunities for
San Francisco based MBE/WBE/LBESs to obtain construction, architectural, and engineering
work with Airport tenants. Pursuant to the foregoing resolution, the Commission has adopted a
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Tenant Improvement Policy to maximize the contracting opportunities for local
MBE/WBE/LBE:s in tenant improvement work involving construction, architectural and
engineering services at the Airport. In connection with any tenant improvement work hereunder
that involves construction, architectural, and engineering services, (a) Airport staff will set

recommended participation goals in the manner set forth in the San Francisco Administrative

Code Chapter 12D; and (b) Tenant will use its best efforts to utilize local MBE/WBE/LBEs for
the performance of such work.

19.20 Pesticide Prohibition. Tenant shall comply with the provisions of Section 39.9 of
the San Francisco Administrative Code (the “Pesticide Ordinance™) which (i) prohibits the use
of certain pesticides on City property, (i) require the posting of certain notices and the
maintenance of certain records regarding the pesticide usage, and (iii) require Tenant to submit
to the Airport Director an integrated pest management (“IPM”) plan that (1) lists, the extent
reasonably possible, the types and estimated quantities of pesticides that Tenant may need to
apply to the City property during the term of this Lease, (b) describes the steps Tenant will make
to meet the City’s IPM Policy described in Section 39.1 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 Section 39.4(a) and 39.4(b) of the Pesticide Ordinance as of January 1, 1999,
and January 1, 2000, respectively. Nothing herein shall prevent Tenant, through the Airport
Director, from seeking a determination from the Commission on the Environment that it is

exempt from complying with certain provisions of the Pesticide Ordinance as provided in
Section 39.8 thereof, '

20. GENERAL PROVISIONS

20.1 Notices. Except as otherwise specifically provided in this Lease, any notice,
consent, request, demand, or other correspondence given under this Lease shall be in writing and
given by .delivering the notice in person or by commercial courier, or by sending it by first-class
mail, certified mail, return receipt requested, or overnight courier, return receipt requested, with
postage prepaid, to: (a) Tenant at Tenant’s Notice Address; or (b) City at City’s Notice Address;
or (c) such other address as either Tenant or City may designate as its new address for such
purpose by notice given to the other in accordance with this Section. Any notice hereunder shall
be deemed to have been given and received and effective two (2) days after the date when it is
mailed, if sent by first-class, certified mail, one day after the date when it is mailed if sent by
overmght courier, or upon the date personal delivery is made. For convenience of the parties,
copies of notices may also be given be facsimile to the number set forth in the Summary or such

other number as may be provided from time to time; however, neither party may give official or
binding notice by facsimile.

20.2  No Implied Waiver. No failure by either party to insist upon the strict
performance of any obligation of the other party under this Lease or to exercise any right, power
or remedy consequent upon a breach thereof shall constitute a waiver of any such breach or of
such term, covenant or condition. No express written waiver of any default or the performance
of any provision hereof shall affect any other default or performance, or cover any other period
of time, other than the default, performance or period of time specified in such express waiver.
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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, neithér this Lease nor any
term or provisions hereof may be changed, waived, discharged or terminated, except by a written

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

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

20.6  Successors and Assigns. Subject to the provisions of Section 5 [Assignment or
Subletting], the terms, covenants and conditions contained in this Lease shall bind and inure to
the benefit of Tenant and City and, except as otherwise provided herein, their personal
representatives and successors and assigns.

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

20.8 No Joint Venture. It is expressly agreed that City is not, in any \.Nayl 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, or 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 fee based upon any such contact, dealings or communication, the party
through whom the broker or finder makes his/her claim shall be responsible for such commission
or fee and shall indemnify, defend, and hold harmless the other party from any and all Losses
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incurred by the indemnified party in defending against the same. The provisions of this Section
shall survive any termmatmn or expiration of this Lease.

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

20.11 Governing Law. This Leaée shall be construed and enforced in accordance with
the laws of the State of California.

20.12 Attorneys’ Fees. Inthe event that either City or Tenant fails to perform any of its
obligations under this Lease or in the event a dispute arises concerning the meaning or
interpretation of any provision of this Lease, the defaulting party or the party not prevailing in
such dispute, as the case may be, shall pay any and all costs and expenses incurred by the other
party in enforcing or establishing its rights 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.

20 13 Cumulative Remedies. All rights and remedies of either party hereto set forth in
this Lease shall be cumulatwe except as may otherwise be provided herein.

120.14 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 remeasure 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 roof 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 Airportinand

through the Premises. This reservation in no way affects maintenance obligations nnposed in
this Lease.

20.16 - Survival of Indemmnities. Expiration or termination of this Lease shall not affect
the right of either party to enforce any and all indemnities and representations and warranties
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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 redemption or reinstatement
of Tenant under any present or future case law or statutory provision (including Code of Civil
Procedure Sections 473 and 1179 and Civil Code Section 3275) in the event Tenant is
dispossessed from the Premises for any reason, This waiver applies to future statutes enacted in
addition or in substitution to the statutes specified herein.

20.19 Accord and Satisfaction. The payment by Tenant or the receipt by City of a lesser
amount than the rent stipulated in this Lease may be, at City’s sole option, deemed to be on
“account of the earliest due stipulated rent, or deemed to be on account of rent owing for the
current period only, notwithstanding any 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 balance
of such rent or payment or pursue any other remedy available in this Lease, at law or in
otherwise. City may 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.

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, a 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, without modification except as may be represented by
City; (ii) there are no uncured defaults in City’s performance and Tenant has no right of offset,
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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 so0, Tenant’s sole and exclusive remedy is to seek spemﬁc performance and in no event will
City be liable for any monetary damages.

20.24 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.

20.25 Lease to be Signed The preparation and submission of a draft of this Lease by
either party to the other does not constitute an offer nor will either party be bound to any of the
terms of this Lease or the entirety of the Lease itself until both parties have fully executed a final
document and an original signature document has been received by both parties.

iy
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\iN WITNESS WHEREOF; the parties have executed this Lease as of the Effective Date, v

TENANT:

| have read amt pnderstoad the City's staterent urging companies doing
business in Northern [refand to move towards resolving employment
inequities, encoyraging comphance with the MacBride Principles, and
urging San Francisco companies 1o do business with corporations that sbide
by the MacBride Privciples. -

By B

g ' 7

[signatories to also initial Suramary]

X =

By: %/Z;(;[{%ai‘g 6 {ZE%Q\/
Name: 1A~ V!

( or prmt)

Txtle W%
Name (7/)7/4/1,{0(2:[ £ Seto 7IL.
(type or print)
- Title: C/O W\

CITY:

[signatories o also initial Swmnmary]

AUTHORIZED BY AIRPORT
‘COMMISSION

Resolution No. ?57 ’a\%/ ?
Adopted: ) [ (959Y
Attes

Secretary
Alrport Commission

APPROVED AS TO FORM:
- LOUISE H. RENNE,
City Attomey C

Ledse for Boarding Areas ¥B”

and "C" Principsl Retai] Concession

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation,
acting by and through its Airport Commis
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A fotal of Seven (7) facilities, comprising apprdximately 6,324 square feet of retail
space located in the South Terminal at SFO, as described on the attached
drawings, broken down as follows:

Space Bl
Space BS
Space B6
Space C2
Space C3
Space C4

Space C5

App. Square Feet

Specialty Shop

Made in San Francisco Shop -
Newsstand

Specialty Shop

Specialty Coffee, Tea and Spices Shdp
Newsstand

Candy Cart
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REFERENCE DRAWING

| TENANT LocC. | AREA | DOC# | EFF DATE
SOUTH TERMINAL SECOND FLOOR SOUTH TERMINAL B-1 1756 S.F.
EAST SECTOR BA "B" & "C"
CITY & COUNTY OF SAN FRANCISCO DRW'G NO. ST-5.003 R PRINCIPLE
. AIRPORT _COMMISSION _ SCALE: _ NOTTO SCALE [§CONCESSION -
__SAN FRANCISCO INTERNATIONAL AIRPORT _ |DRW. DATE 3.5.98 JLEASE T




SFIA B1S ‘ \

26 % E : | > _
' R, _SFIA BS 2s :
% \CARD READER

438 S.F.

908 S.F. +

™

REFERENCE DRAWING  [renant | Loc. | area | vocs | ErF bare

SOUTH TERMINAL SECOND FLOOQOR SOUTH TERMINAL B-5 908 S.F.
BOARDING AREA "B" EAST & WEST WINGS EBA "B" AND "C” B6 438SE. -
e PRINCIPLE ' ~ ‘ ' T

CiTY & COUNTY OF SAN FRANCISCO DRW'G NO. ST-14.001
AIRPORT . COMMISSION .. ... ISCALE; NOT TO SCALE CONCESSION

7 6AN FRANCISCO INTERNATIONAL AIRPORT _|DRW. DATE 3-3-98 LEASE




N ERANCISCO INTERNATIONA

REFERENCE DRAWING TENANT Loc. EFF DA
. |SOUTH TERMINAL . SECOND FLOOB SOUTH TERMINAL C-5 _—
- CITY & COUNTY OF..5AN FRANCISCO DRW'G NO. gﬁm?caﬁi_é:
riis i NRPORT. COMMISSION ..o NOT 70 SCALE [ CONCESSION
. AIRPORT LEASE




11929 S.F.

522 S.F. + 547 S.F. +
REF ERENCE DRAWI NG TENANT Loc. | area | bocs | EFF batk
SOUTH TERMINAL " SECOND FLOOR SOUTH TERMINAL C-2 1929 SF.
BOARDING AREA "C" BA "B" AND "C" c-3 522 S.F.
'cm(& COUNTY OF SAN FRANCISCO DRW'G NO. ST-17.002 PRINCIPLE C4 547 SF.
T . AIRPORT CONMISSION .. .. . SCALE: NOT TO SCALE CONCESSION :
SAN FRANCISCO INTERNATIONAL AIRPORT __|DRW. DATE 3.3.98 LEASE i




INITIAL IMPROVEMENTS -

Tenant shall refurbish, redecorate and modernize the interior and exterior of the Premises
with a San Francisco/Bay Area theme.
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EXHIBIT C
USE AND OPERATIONAL REQUIREMENTS

1. GENERAL REQUIREMENTS: All merchandise shall be sold on a non-exclusive basis
and Airport reserves the right to sell and to permit other Airport tenants to sell such
merchandise. All such items must be sold at retail. Tenant may not display, sell, rent, or
otherwise offer any merchandise not described below as being “Required” or “Optional”,

without Director’s prior consent. Tenant is encouraged to display and promote the sale of
merchandise manufactured in San Francisco. '

REQUIRED/OPTIONAL MERCHANDISE: In the event Director permits any product

to be sold or offered that is not listed below, or otherwise permits any other change in the

Permitted Use, this Exhibit shall be deemed amended without need for a formal

amendment of this Lease. Tenant shall be required to operate the Premises in accordance
. with the requirements, and offer the merchandise as described below:

Space B1: Specialty Shop

GENERAL
CONCEPT - .

REQUIRED MERCHANDISE

OPTIONAL MERCHANDISE

Five specialty
boutiques within one
retail facility

Tenant shall sell the following merchandise
categories/concepts as follows (with a

minimum of 250 square feet each).

California Gourmet Food Concept

California gourmet food merchandise such

as:

»  High quality California wines, all of
which must be cork-finished bottles.

e High quality gourmet foods unique to
or made in California such as:
+ Dried fruits/dates

Chocolate

Salad dressing

Coftee/Tea

Cookies/Cakes

* & ¢ %

Apparel Boutique Concept

Goods that are representative and
reflective of San Francisco and the Greater
Bay Area tourist destinations such as:

« Imprinted/logo apparel

Non-logo resort wear

Headwear

QOuterwear

Casual wear

* o @€ & &

Stationery items such as: -
e Post Cards

¢ Maps

Greeting cards may be
sold at no more than the
pre-marked price on the
cards

Pre-packaged gift boxes
of chocolates

California cookbooks

San Francisco cookbooks
Small leather good
Sunglasses

Accessaories relevant to
the five concepts
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GENERAL
CONCEPT

REQUIRED MERCHANDISE

OPTIONAL MERCHANDISE

*® & & »

Children’s Boutigue Concept

High quality children’s products such as:
+ |mprinted logo apparel

Non-logo resort wear

Plush animals/toys

Children’s activities

Children’s accessories

Souvenir /Gift Boutique

Souvenir and gift ltems that are

representative and reflective of San
Francisco and Bay Area tourist
destinations such as:

» Mugs/shot glass

Collectible spoons
Key chains/magnets
Tote bags

Plates

Licensed Collegiate/Sporis Boutique
Collegiate goods from Bay Area

- universities and Bay Area national sports

team such as:
e Apparel
+ Headwear
¢« Collectibles

In addition, Tenant must allocate 200
square feet for the sale of the 20 best-
selling candy bars {packaged for normal
retail sale) and sundry items such as
heaith and beauty aides, toiletries, film and
photographic accessories.

Exhibit C — Page 2




v,

o

Space B5: Discretionary Shop

GENERAL
CONCEPT REQUIRED MERCHANDISE | OPTIONAL MERCHANDISE
Made in San Made in San Francisco Concept Shop
Francisco Concept {tems of the following product categories
Shop which are manufactured in San Francisco
such as:
» . Apparel
o Jewelry
« High-quality boxed
candy/chocolate
« Candles/scents
*  Souvenirs
s Accessories
e Toys
s Children's apparel
o Home décor/accessories
Space B6: Newsstand
GENERAL : X
CONCEPT REQUIRED MERCHANDISE' _ OPTIONAL MERCHANDISE
Reading materials The following items must be carried at all « Snacks packaged for
such as newspapers, times: - . normal retail
magazines and s At At least 300 separately displayed » Maps

books, and a
selection of sundry
ftems usually found in
a hewsstand, such as
over-the-counter

.| medication.

titles of paperback and hardback
books sold at no'more than the
publisher’s ist price

+ New York Times top ten best-sellers
on the weekly New York Times Section

o A complete supply of newspapers of
general circulation and sold at no more
than the pre-marked cover price.

» Atleast 100 separately displayed
major best-selling national periodicals
and magazines and sold at no more’
than the pre-marked cover price

» Atleast 20 best-selling candy bars as
packaged for normal retail sale.

» Health and beauty aids

+ Film and photographic accessories

»  Non-prescription medication

» Stationery products
» San Francisco sourdough
bread

Exhibit C —Page 3




o/

V
C2: Specialty Shop

oA REQUIRED MERCHANDISE OPTIONAL MERCHANDISE
Five specialty Tenant shall sell the following merchandise | » Stationary items such as
boutiques within cne | categories/concepts as follows (with a e Postcards
retail facility minimum of 250 square feet per concept): | o Maps
' L ]

Souvenir and Gift Boutique Concepts
Souvenir and gift items representative and
reflective of San Francisco and the greater

Bay Area tourist destinations. Such items
include:

Mugs/shot glasses
Collectible spoons
Key chains/magnets
Tote bags

Plates -

¢ » & o o

California Wines/Regional Food
Boutique o
+ High-quality California wines and
champagne all of which must be in
cork finished bottles
» High-quality gourmet foods unique
to or made in California, such as:
. Dried fruits/dates
Chocolate
Salad dressing/vinegar
Cookies/cakes/biscotti
Kitchen accessories
Aprons/potholders/towels/
napkin holders ,
. California cuisine
cookhooks

“Made in San Francisco” Boutique
ftems in the following product categories
which are produced and manufactured in
San Francisco and Bay Area Counties:
Apparel

Jewelry

Candles/scents

Souvenirs

Watches

Stationery

Soaps and lotions

Accessories

Toys

Home décor/accessories

Greeting cards may be
sold at no more than the
pre-marked price on the
cards
Pre-packaged gift boxes
California/San Francisco .
. cookbook
¢ Small leather goods
Sunglasses
¢ Accessories related o the
five(5) concepts
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GENERAL
CONCEPT

REQUIRED MERCHANDISE

OPTIONAL MERCHANDISE

Children’s Boutique Concept
High-quality children’s products such as:
Imprinted logo apparel

Non-logo resort wear

Licensed children’s apparel
Plush animals/toys

Children’s activities

Children’s accessories
Children’s headwear

Apparel Boutique Coneept
Apparel and related items that are

representative of San Francisco and the
greater Bay Area tourist destinations.
Such merchandise includes:
« imprinted/logo apparel
non-logo resort wear
headwear
outerwear
casual wear

In addition to carrying the merchandise
under the chosen concept, tenant must
allocate 200 square feet for the sale of the
20 best-selling candy bars, as packaged
for normal retail sale, and sundry items,
such as health and beauty aids, toiletries,
film and photographic accessories
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C3: Specialty Shop

than the pre-marked cover price.

» Atleast 100 separately displayed
major best-selling national periodicals
and magazines and sold at no more
than the pre-marked cover price

¢ Atleast 20 best-selling candy bars as
packaged for normal retail sale

¢ Health and beauty aids

+ Film and photographic accessories

+ Non-prescription medication

g‘gﬁ‘éﬁ; REQUIRED MERCHANDISE OPTIONAL MERCHANDISE
Candy, Tea, Coffee | Tenant shall use seventy (70%} of this » Pre-packaged coffee/tea
and Spices Concept | space for the following product categories, gift sets
which must be produced in San Francisc + Tea sets
or the Bay Area: - ¢ Non-souvenir coffee cups
. + Tea towsls
» Full assortment of pre-packaged » Accessories related to the
coffes beans/ grounds brewing of coffee and tea
s Full assortment of bulk coffee soldby | Coffes/tea/candy theme
~ the pound non-souvenir items such
Fuil assortment of pre-packaged tea as but no limited to the
» Full assortment of bulk tea sold by the following:
pound ¢ Magnets
* An assortment of pre-packaged spices | « Gift enclosures
sold by the pound e Apparel
» - Single servings intended for immediate | ¢  Tote bags
consumption are strictly prohibited. e Coasters
» Assortment of boxed and
packaged premium
chocolate and candy
ftemns
¢ Packaged novelty
candies and chocolate
s Bulk candies
s Dried fruits and nuts
s Cookies
Space C4: Newsstand
‘éﬁﬁ%‘éﬁ REQUIRED MERCHANDISE OPTIONAL MERCHANDISE
Reading materials The following items must be carried at all + Snacks packaged for
such as newspapers, times: . normal retail
magazines and ¢ Atleast 300 separately displayed titles | « Maps
books, and a - of paperback and hardback books sold | »  Stationery products
selection of sundry at no more than the publisher's list « San Francisco sourdough
itemns usually found in price . bread
anewsstand, suchas | « New York Times top ten best-sellers s Gift/Souvenir items, such
over-the-counter on the weekly New York Times Section as:
medication.  Acomplete supply of newspapersof | « Better souvenir items
general circulation and soldatnomore | «  Totes

Apparel
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Space CS: Specialty Candy Cart

GENERAL

CONCEPT REQUIRED MERCHANDISE OPTIONAL MERCHANDISE
Premium confection e Afull assortment of chocolate items, - | ¢ Packaged novelty candy
items as customarily boxed, including filled white, milk, * Packaged chocolate gift
carried by first-class dark, and semi-sweet chocolate in a baskets . '
Bay Area candy and variety of weights, such as 1.5 and 2 « Bulk candies
confectionery stores | pound sizes s Dried fruits and nuts

: s At least five different varieties of boxed | o Packaged gourmet
candies/ chocolates cookies
¢ Premium boxed chocolate .

' . Non-souvenir logo gift
+ Premium boxed candy o accessories with candy
: and California gourmet

foods categories.
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3. PROHIBITEM’IERCHANDISE: Tenant understan&?fand agrees that the following
products or services are not included within the uses permitted within the Lease:

A et
%

1. Any duty free/in-bond merchandise items including the right to make or

- receive deliveries at Airport for such duty free/in-bond merchandise;

2. Any and all sales from vending machines or other mechanical devices,
including, but not limited to such items as: cigarettes, candies, maps, coffee and soft drinks,
newspapers, stamps, insurance policies, and dispensation of cash, money orders and checks; .

3. Any and all sales of meals, alcoholic beverages by the dfink, and soft drinks,
whether for immediate consumption or for public sale;

4, Any and all sales of bottled water and boxed, b6ttled, and canned juice,
intended for immediate consumption;

5. Freshly prepared popcorn and peanuts in the shell or other baked products
intended for immediate consumption; o

6. Any fresh or frozen pre-packaged shell fish, including, but not limited to, crab,
shrimp, lobster, oysters, clams, crayfish and abalone;

7. Any and all sales of candy under the retail of $2.99 in Space C5 (Candy Cart)

8. Souvenir items including, but not limited to apparel, cups, key chains,
notebooks and pens, except at Spaces B, B5, C2, and C4;

9. Sundry items such as ndn-prescﬁption medication, films, candy, gums, and
snacks, except at Spaces B1, B6, C2 and C4;

10.  Any and all sales or rental of telecommunications equipment; and

11. Anyand ‘all sales of phone cards.
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EXHIBIT D
CONSTRUCTION PERIOD OPERATIONS

In the event Tenant desires to operate and conduct operations constituting the
Permitted Use prior to substantial completion of the Initial Improvements and the Rent
Commencement Date, then prior to the Commencernent Date, Tenant shall give notice thereof
to Director requesting Director’s approval of such interim operations. Such notice shall
specify the nature of such operations, including the proposed area for such operations, the
hours of such operations, and the inventory to be offered for sale. Director shall have the
right to grant or deny such approval in Director’s sole and absolute discretion. In the event
Director grants approval of such interim operations, then such operations shall be on such
items and conditions required by Director, including the following terms and conditions:

a) Director may revoke Director’s approval at any time, and following such

revocation, Tenant must immediately cease such operations until the Rent Commencement
Date.

b) Such interim operations may be conducted only in the area designated by
Director. Tenant’s responsibilities and liabilities with respect to such designated area shall be -
the same responsibilities and liabilities that Tenant has with respect to the Premises, except

that Tenant shall not be obligated to perform the Initial Improvements or any other Alteranons
on such designated area.

¢) - Asrent for the interim period, Tenant shall pay to City Twelve Percent (12%)
of all Gross Revenues achieved from such designated area during each month of such interim
period. All such rent shall be due and payable on the twentieth (20™) day of the month .
following each month of operation, and-otherwise as provided in Section 4 of the Lease.
Tenant shall report all Gross Revenues achieved during such interim period and such Gross
Revenues shall not be included as “Gross Revenues for the purposes of calculation of rent
following the Rent Commencement Date.

d) Tenant shall be solely responsible for making the designated area useable for
Tenant’s interim operations, and for protecting such area from construction and other
aetivities in the Premises. At Director’s request, Tenant shall restore such area to the
condition existing prior to Tenant’s use thereof.
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| ) T EXHIBITE | \J
' FORM OF COMMENCEMENT DATE ACKNOWLEDGEMENT

BOARDING AREAS “B” AND “C” PRINCIPAL CONCESSION

RETAIL LEASE
Name and Notice City: Tenant:
Address of Gity and County of San Francisco :
Parties: acting by and through its Airport ‘ %
. Commission 4 ‘

San Francisco fntamaﬁona! Terminal,

§th Floor

P.O. Box 8097

San Frangisco, CA 94128
Attention: Airport Rirector

Promises;

Commencement Date;
Rent Commancement Date:
MAG Adjustment Date:

The above terms are incorporated into this Acknowledgment of Commencement as indicated
above and referenced herein.

This Acknowledgment of Commencement is made with reference to that certain lease
agreement (the "Lease”) between the; party designated above.as City (“City”), as landlerd, and
the pasty designated above as Tenant (“Tenant”) dated as.of
regarding the certain premises gene,rally described above, all as is more partzcularly st forth 1 m
the Lease (the "Premises™). Tenant certifies to City the following: .

1. Tenant-accepted possession of the Premises on the Commencement Date and acknowledges
that the Premises are as represenited by City and in good and sanitary order, condition and
repair; and that the improvements, if any, required to be constructed by City under the Lease
have been constructed and are satisfactorily complsted in afl respects,

[

The Commencement Date, Rent Commencement Date, and MAG Adjustment Datc are as set
forth above. : )

3, Tenant has not made any “Transfer” (as defined in the Lease) of any of the Premises, the
Lease, or Tenant’ ;kw?
TENANT - gﬁz?éaﬁzf» % At/
oo Pl AT Jhvien }/

%\ AbdTE SR T
/ . Title: ,() Y\/\.m

Date: 2 3 (’ ?Q \ ‘(y\‘{q
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EXOIBITF1
FORM OF PERFORMANCE BOND

Bond for Depasit under Lease‘lPenhit

Sample Format
(Surety)
KNOW ALL MEN BY THESE PRESENT: ‘
That we, , as ‘Principal, and
; & 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 executed a Boarding Areas “B” and-“C” Principal
Retail Concession Lease (the “Agreement”).

NOW, THEREFORE, the condition of this obligation is such that if the Principal shall
perform all terms of the Agreement (which by reference is made a part hereof), including the
payment of rent or fees, in accordance with the terms of such Agreement, 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 by registered
mail, overnight mail, overnight courier service, or other courier service sent to our offices at:

Signed, sealed and dated this day of
Principal: By: |
Title:
Seal:
Surety By:
Company: Title:
Seal:

(Attach Notary Public Certificate and Attorney-in-Fact form)
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| o EXHIBIT F-2 ' _
FORM OF LETTER OF CREDIT

irrevocable Letter of Credit for Deposit for Lease/Permit
~ Sample Format

Date

Letter of Credit No.

Airport Commission

City and County of San Francisco
San Francisco International Airport
PO Box 8097

San Francisco, CA 94128

Ladies and Gentlemen:

We hereby establish an irrevocable letter of credit in your favor in the amount of
United States Dollars (US$ - ) for the account of
, 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, to the effect that has defaulted
under the Boarding Areas “B” and “C” Principal Retail Concession Lease with the City
and County of San Francisco, acting by and through its Airport Commission at San
Francisco International Airport.

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 by registered mail, overnight mail, overnight courier
service, or other courier service sent to our offices at:

Sincerely,

%
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File No. 160007
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, Board of Supervisors ' Members, Board of Supervisors

Contractor Information (Please print clearly.)

Name of contractor:

Pacific Gateway Concessions, LLC (company comprised of Soto & Sanchez and Delave, Inc.)

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 controlled
by the contractor. Use additional pages as necessary.

Patricia Lee, President, Soto & Sanchez

Debbie Seanez, Vice President, Soto & Sanchez
Manuel Soto, CFO, Soto & Sanchez

Frank de la Cruz, Delave, Inc. Managing Member
Javier Vega, Founder, Delave, Inc.

Contractor address:
13701 Cimarron Avenue, Gardena, CA 90249-2463

Date that contract was approved: Amount of contract:
$958,366.08 (minimum annual lease)

Describe the nature of the contract that was approved:

Principal concessionaire for retail facilities in Boarding Areas “B” and “C”

Comments:

Lease awarded through a Request for Bid 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

[ 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 whlch 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 (415) 554-5184
Address: E-mail:
City Hall, Room 244, 1 Dr. Carlton B. Goodlett Pl., SF, CA 94102 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







