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FILE NO. 160008 ‘ RESOLUTION NO.

[2011 Lease and Use Agreement - China Southern Airlines Company Limited - Estlmated
Rent of $1,283,008.93]

Resolution approving the terms of 2011 Lease and Use Agreement No. L15-0253
between China Southern Airlines Company Limited and the City and County of San
Fi'ancisc;o, acting by and through its Airporf Commission, with an estimated rent of '
$1,283,008.93 for Exclusive Use Space, for the lease term to commence following

Board approval through June 30, 2021.

WHEREAS, China Southern Airlines Company Limited (“China Southern™) conduct

flight operations at San Francisco International Airport (the “Airport”) pursuant to Airline

Operating Permit No. P4434; and

WHEREAS, The Airport Commission of the City and County of San Francisco (“City”)
had entered into a 2011 Lease and Use Agreement (“2011 .I'_ea'se”) with 47 airlines, effective
July 1, 2011, for a term of ten years to provide for the continuation of flight operations and
terminal rental by such airlines at the Airport; and

WHEREAS, China Southern now desires to become a signatory to the 2011 Lease,
which will grant it the right to conduct flight dperations and lease certain terminal space, as
shown on Aﬁachment A, from City under the éame terms and conditions excep’t that the term
will be approximately five years and six months, pending full approval by City; and

WHEREAS, The Airport Commission adopted Resolution No. 15-0253, on November

17, 2015, approving a 2011 Lease between China Southern and City; and

WHEREAS, China Southern is in compliance with Chapter 12B of City’s Administrative

Code and other City contracting requirements; and

Airport Commission . v
BOARD OF SUPERVISORS Page 1
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WHEREAS, A copy of the form of the 2011 Lease is on file with the Clerk of the Board
of Supervisors in File No. 160008, which is hereby declared to be a part of this resolution as if
set forth fully herein; now, therefore, be it.

RESOLVED, That this Board of Supervisors hereby approves 2011 Lease No. L15-
0253 with China Southern Airlines Company Limited; and, be it '

FURTHER RESOLVED, That within 30 days of the contract 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
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ATTACHMENT A

EXCLUSIVE USE SPACE (in square feet)

CATEGORIES OF RENT
EXCLUSIVE USE » TOTAL
| 1 I IV Vv
International Terminal | -O- 940 -0- -0- -0- 940
JOINT USE SPACE (in square feet)
| h CATEGORIES OF RENT
JOINT USE , TOTAL
I Il 1l v v
International Terminal | 138,367 | 214,307 | 12,025 | 265,400 | 1,888 | 631,987

Airport Commission ) }
BOARD OF SUPERVISORS Page 3
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BUDGET AND FINANCE COMMITTEE MEETING FEBRUARY 24, 2016

item 5 Department:
File 16-0008 | San Francisco International Airport (Airport)

Legislative Objectives

e The proposed resolution would approve a lease of approximately five years and four
months between the San Francisco International Airport (Airport) and China Southern
Airlines Company Limited (China Southern) to continue flight operations and rent terminal
space at the Airport.

Key Points

o In 2011, Airport negotiated a new Lease and Use Agreement with its domestic and

" international airlines that operate at the Airport. This Agreement allows airlines to
provide flight operations and rent terminal space at the Airport and provides a common
set of lease provisions that are used for these airlines. Such provisions include rent and
fees paid by the airlines to the Airport, permitted uses of the premises, use of common
facilities, and numerous other provisions.

e China Southern began flight operations on December 16, 2014 under Airline Operating
and Space Permit. Provisions of the China Southern lease adhere to the provisions set
forth under the 2011 Llease and Use Agreement. On November 17, 2015, the San
Francisco Airport Commission approved a lease with China Southern to continue to
provide flight operations and rent terminal space at the Airport under provisions of the
2011 Lease and Use Agreement in order to provide for a long-term lease to replace the
space permit. o

Fiscal Impact

e The Airport estimates total revenues to be $11,597,592 over the five year and four month
term of the proposed new lease. Annual rent increases are determined by Airport Finance
Division, and are estimated to average seven percent per year. ‘

- Recommendation

e Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
16
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BUDGET AND FINANCE COMMITTEE MEETING FEBRUARY 24, 2016

MANDATE STATEMENT

City Charter Section 9.118(c) states that any lease of real property for a term of ten years or
more, including options to extend, or that has anticipated revenues of $1 million or more is
subject to Board of Supervisors approval.

BACKGROUND '

In 2011, the San Francisco International Airport {Airport) negotiated a new Lease and Use
Agreement (Agreement) with its domestic and international airlines that operate at the Airport.
This Agreement allows airlines to provide flight operations and rent terminal space at the
Airport and provides a common set of lease provisions that are used for these airlines. Such
provisions include rent and fees paid by the airlines to the Airport, permitted uses of the
premises, use of common facilities, and numerous other provisions. The 2011 Lease and Use
Agreement will expire on June 30, 2021.

China Southern Airlines Company  Limited (China Southern) began flight operations on
December 16, 2014 under Airline Operating and Space Permit No. 4434. Under the permit, the
area of the premises was 940 square feet and the rental rate was $195.11 per square foot for
Fiscal Year 2014-15. The permit would continue until it is revoked by either the Airport or China
Southern. On November 17, 2015, the San Francisco Airport Commission approved a lease with .
China Southern to continue to provide flight operations and rent terminal space at the Airport
under provisions of the 2011 Lease and Use Agreement in order to provide for a long-term
lease to replace the existing permit. -

DETAILS OF PROPOSED LEGISLATION

The proposed resolution would approve a new lease of approximately five years and four
months between the Airport as landlord and China Southern as tenant for China Southern to
continue to provide flight operations and rent terminal space at the Airport. The long-term
lease would replace the existing permit with China Southern. Key provisions of the lease are
shown in Table 1 below:

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

Table 1: Key Provisions.of Lease between Airport and China Southern

Lease commences upon approval by the Board of Supervisors
Term and expires on June 30, 2021, approximately 5 years and 4
months

International Terminal

Exclusive Use Space 940 square feet
international Terminal

Joint Use Space 631,987 square feet
Terminal Rent for $206.66 per square»foot
Exclusive Use Space $194,260 annually

Exclusive  Use Space Rent adjusted annually by Airport’s Finance and Department,
Rent Adjustment and approved by the Airport Commission.*

International.  Terminal Joint Use Space rent is determined annually by formula.
Joint Use Rent

Landing Fees Landing Fees are determined by Airport Rates and Charges.
- China Southern to pay utilities, including gas, water, sewer,
Utilities
IT, and trash removal.
} Two months of terminal area rentals, landing fees, usage
Deposit

fees, per rates and charges.

FISCAL IMPACT

As shown in Table 2 below, the Airport estimates total rental and landing fee revenues to be
paid by China Southern to the Airport to be $11,597,592 over the five year and four month
term of the proposed new lease. Annual increases to rent and landing fees are determined by
Airport Finance Division, and approved by the Airport Commission, and are estimated to be
approximately seven percent each year. Joint Use Space rent is determined through a formula
based on multiple variables that change each year. The Airport determines the rent amounts
annually based on data collected from the previous period.” Landing Fees are determined by
the Airport’s Rates and Charges and are to be paid by China Southern based on its fleet mix and
flight schedules.

! Each year, the Airport’s Finance Division develops a forecast for revenue and expenses. The Airport then uses this
forecast to adjust the rates for each category of rental space at the Airport. '

% In the event there are several airlines that either commence or terminate flight operations in any given year, the
Airport reserves the right to make mid-year adjustments.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
18
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BUDGET AND FINANCE COMMITTEE MEETING FEBRUARY 24, 2016

Table 2: Estimated Rent and Landing Fees to be Paid by China Southern to Airport through Lease Term

. Square Exclusive Annu_al Joint Use Landing | Total Estimated
Fiscal Year Exclusive b
Feet Use Rent Rent Fees Revenues
Use Rent

FY 2015-16° 940 5206.66 $64,753 $515,268 $57,523 $637,544
FY 2016-17 940 220.65 207,411 1,490,393 308,902 2,006,706
FY 2017-18 940 235.49 221,361 1,490,393 453,453 2,165,207
Fy 2018-19 940 251.54 236,448 1,490,393 485,194 2,212,035
FY 2019-20 940 267.84 251,770 1,490,393 519,158 2,261,321
FY 2020-21 940 286.05 268,887 1,490,393 555,499 2,314,779

Total $1,250,630 | $7,967,233 | $2,379,729 | ,$11,597,592

Source: San Francisco International Airport

“Rent and fees for Fiscal Year 2015-16 are calculated for the remaining four months of the fiscal year.

®The Airport has estimated Joint Use rent for future fiscal years of the China Southern lease using currently
known informatiqn; however the Airport will adjust the rental and landing fees each year according to
formula. : ’

RECOMMENDATION

Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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December 14, 2015 1";

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: 2011 Lease and Use Agreement No. 1.15-0253 between China Southern Airlines
Company Limited (“China Southern Airlines”) 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 approval by the Board of
Supervisors the 2011 Lease and Use Agreement No. L.15-0253 between China Southern Airlines
and the City and County of San Francisco, acting by and through its Airport Commission.

The following is a list of accompanying documents (three sets):
e Board of Supervisors Résolution;
o Approved Airport Commission Resolution No. 15-0253 with accompanying Director’s
Memorandum,;
e Ethics Forms SFEC-126; and
e 2011 Lease and Use Agreement No. L15 0253 approved as to form by the City
- Attorney’s Office.

You may contact Teresa Rivor of Airport Aviation Management at (650) 821-4525 regarding
this matter.

Very truly yours,

aramatti
mmission Secretary .

Enclosures

cc:  Teresa Rivor, Aviation Management Lo
Cathy Widener, Governmental Affairs b

AIRPORT COMMISSION CITY AND COUNTY OF SAN FRANCISCO

EDWIN M. LEE LARRY MAZZOLA LINDA 5. CRAYTON ELEANOR JOHNS RICHARD J, GUGGENHIME PETER A, STERN JOHN L. MARTIN

MAYOR PRESIDENT VICE PRESIDENT AIRPORT DIRECTOR
14 '} | =
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San Frangisco International Alrport

November 17,2015

TO: AIRPORT COMMISSION
Hon. Larry Mazzola, President
Hon. Linda S, Crayion, Vice President.
Hon. Eleanor Johns
Hon. Richard J. Guggenhime
Hon. Peter A. Stern

FROM: Airport Director

SUBJECT: Approval: ofa 2011 Lease and Use Agreement with China Southern Airlines Company
Limited

DIRECTOR’S RECOMMENDATION: APPROVE A 2011 LEASE AND USE AGREEMENT
WITH CHINA SOUTHERN AIRLINES COMPANY LIMITED AT SAN FRANCISCO
INTERNATIONAL, ATRPORT, AND DIRECT THE COMMISSION SECRETARY TO
FORWARD THE LEASE TO THE BOARD OF SUPERVISORS FOR APPROVAL.

Executive Sumpary

China Southeri Airlines Company Limited (“China Southern”™) comimenced operations to China in
Decsmber 2014 nnder Ajrline-Operating and Space Permit No. 4434. China Southern is requesting
fo become a signatory airline pursnant fo 2 2011 Lease and Use Agreement (“2011 Lease™). The
2011 Lease tas a term 6f ten (10) years.and continues the current residual rate-setting methodology
for terminal rental rates and landing fees based on the Alrports Rates and Charges, Further, the
2011 Lease continues the Annual Service Payment to the City’s General Fund, Staff is seeking the
Airport Commission’s approval of 2 2011 Lease with China Southern under these same teringdnd
conditions, except that the term will commence upon ﬁxlI approval by the City and will cxpire on
June 30, 2021.

Backg round

San Francisco International Airport (the “Adrpert™) and the airlinés pegotiated the terms and entered
into the 2011 Lease, which was effective July 1, 2011, has g term of ten years, and continunes the
current residual rate-setting methodology for terminal rental rates and landing fées based on the
Ajrport’s Rates and Charges.

As of October 2015, of the 47 airlines that were approved by the Airport Commission and Board of
Supervisors, 46 airlines have become sighatory airlines pursuant to the 2011 Lease. These signatory
airlines are listed on Attachment A, ~

THIS PRINT COVERS CALENDAR ITEM NO. “

AIRPORT COMMISSION CITY AND COUNTY OF SAN, FRANCISCO

EDWIN M. LEE LARRY MAZZOLA LINDA 5. CRATTON FLEANOR JOHNS | RICHARD ). GUGGENHIME PETER A, STERN JOHN L. MARTIN
MAYOR . " PRESIDENT VICE PRESIDERT AIRPORY DIRECTOR:

Post Office Box 8087  San Francisco, California 94128 Tel 650,821 hﬂia Brax 650.821.5005 www.lysfo.corn



Airport Commission . C-2- " November 17, 2015

Proposal

The Airport continues to offer the 2011 Lease to airlines that wish to obtain signatory status at the
Airport. China Southern has executed and returned the 2011 Lease containing the same terms and
conditions as the 2011 Lease executed by other airlines (as summarized on Attachment B), except
that the term of China Southern’s 2011 Lease will be approximately five years and six months,
becoming effective on the date it is fully approved by the City and expiring on June 30, 2021. Chma
Southern will rent approximately 940 square feet of Category II Exclusive Use Space in the
International Terminal and will use the International Terminal Joint Use Spaces and support
facilities, as summarized on Attachment C. Fees assessed to China Southern for the Exclusive Use
Space, Joint Use Space, and usage of the gates and support facilities will be subject to the Airport’s
Rates and Charges. Staff is now seeking Commission approval of the 2011 Lease with China
Southern, contingent upon approval of the Board of Supervisors.

Recommendation '
I recommend adoption of the accompa.nying resolution that approves the 2011 Lease with China

Southern and directs the Commission Secretary to request Board of Supervisors’ approval of such °
2011 Lease, in accordance with City Charter Section 9.118.

Jo
Axrport Dlrector

Prepared by: Leo Fermin
Chief Business and Finance Officer

. Attachments
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ATTACHMENT A
Signatories to the 2011 Lease and Use Agreements

Lease No.

Airline Agreement Title Airline Agreement Title Lease No.
ABX Air L11-0005 Hawaiian Airlines L11-0011
Air Berlin L11-0006 Japan Airlines 1.10-0088
Air Canada L11-0007 JetBlue Airways L12-0027
Air Cargo Carriers L11-0008 Kalitta Air 1.10-0277
Air China 1.10-0075 KLM Royal Dutch Airlines L10-0089
Air France 1.10-0076 Korean Airlines - 1.10-0090
Air New Zealand 1.11-0009 | LANPeru L11-0012
Alaska Airlines 110-0274 Lufthansa German Airlines 1.10-0091
: . MN Airlines, LLC dba Sun | ,
All Nippon Airways 1.10-0077 Country Airlines L12-0015 .
American Airlines L10-0078 Nippon Cargo Airlines L10-0278
Ameriflight L11-0010 Philippine Airlines 1.10-0093
Asiana Airlines 1.10-0079 Scandinavian Airlines 1.13-0066
British ‘Airways L.10-0080 Singapore Airlines 1.10-0094
Cathay Pacific Airways 1.10-0081 Southern Air 110-0279
China Airlines L10-0082 Southwest Airlines 1.10-0095
China Eastern L13-0065 Swiss International Air Lines | 111-0182
Continental Airlines 1.10-0275 TACA 110-0096
COPA Airlines L10-0166 United Airlines? L10-0097
Delta Air Lines 1.10-0083 U.S. Airways 1.10-0276 -
Emirates 1.10-0084 Virgin America L10-0098
EVA Airways . L10-0085 Virgin Atlantic L10-0099
Federal Express 1.10-0086 WestJet L11-0239
Frontier Airlines L10-0087 World Airways L12-0014

Note: Mexicana Lease L10-0092, approved in May 2010 was not activated.

' I'Terminated pursuant to Airport Commission Resohmon No 14-0018 and Board of Supervisors Resolution

No. 191-47 due to merger with United Air Lines, Inc.

2 ] ease originally signed as United Air Lines. Merger with Continental Airlines resulted in new entity known as

United Airlines, Inc.

1418




ATTACHMENT B

Basic Provisions of 2011 Lease & Use Agreement

The 2011 Lease continues many of the provisions of the 1981 Lease and Use Agreement and the 1999 Lease
and Operating Agreement, with some important improvements and updates, as summarized below:

TERM

- Ten years, effective July 1, 2011 through June 30, 2021.
- Leases may be terminated by airlines upon certain extraordinary events, such as
" destruction of the leased space or closure of the Airport.
. - Each signatory airline are given a mid-term option to surrender up to 20% of their
Exclusive Use Space on July 1, 2016.

ANNUAL SERVICE PAYMENT

The 2011 Lease continues the Airport Commission’s.payment of the Annual Service Payment to the City’s
General Fund calculated at 15% of concession revenues.

TYPES OF SPACE

Space shall be leased in the following five categories:

Type Category

Ticket Comters, Gate Holdrooms | , ' ' 1
Air]ine Ticket Office (ATO) =~ ‘ I
VIP Clubs and Lounges ) i
Other 'Eﬁclosed‘Space, Departure Level and above ' L4
Baggage Ciaim Lobbies . - 1I
Baggage Service Offices . R !
Curbside Check-in | =
Other Enclosed Space, Arrivals Level and below | _ | 11
Inbound/Outbound Baggage Handling Areas and Baggage Transfer

Areas vV
Equipment Rooms v
Unenclosed br Covered Area - Ramp Level \'/

A. Exclusive Use Space — International Terminal

- Each2011 Lease may include Exclusive Use Space consmtmg of ATO, baggage service office,
ramp operations office, administrative office, VIP clubroom, and/or other support space.

B. Exclusive Use Space — Domestic Terminals

Aﬁachmlini]?,gagc 1
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‘ATTACHMENT B

Basic Provisions of 2011 Lease & Use Agreement

- Each 2011 Lease may include Exclusive Use Space consisting of ticket counters, ATO, baggage
service office, ramp operations office, administrative office, VIP clubroom, and/or other support
. space.
- The 2011 Leases will no longer allow gate holdrooms to be leased on an exclusive use basis to
. airlines. All gate holdrooms in the domestic terminals will be used by airlines on a preferential or -
common use basis as further described below, thus allowing for the more efficient utilization of
Axrport resources and the accommodation of new entrants.

C. Jomt ‘Use Space

- Each 2011 Lease for space in the International Terminal will continue the current Joint Use:
structure for all airline-shared operational space, including ticket counters, holdrooms, baggage
claim and FIS space, and baggage handling related areas.

- Scheduling of Joint Use Space in the International Terminal will continue to be managed by an
airline consortium, in accordance with established protocols, with Airport oversight.

- Ticket counter check-in positions in the International Terminal assigned to each airline will be
based on flight activity, in accordance with current Ticket Counter Management Protocols, and be
managed by an airline consortium, with Airport oversight.

- Certain 2011 Leases may include a Joint Use structure for designated airline shared operational
space in the Airport’s Domestic Terminals.

D. Preferential Use Space — Domestic Terminals

- Domestic Terminal gate holdrooms will convert from Excluswe Use Space, under the prior leases,
to a Preferential Use Gate system that will be leased to signatory airlines.

- Preferential Use Gates will be assxgned annually to signatory airlines for domestic operations based -
upon their share of all scheduled seats in the previous month of August.

- The 2011 Lease allows the Airport to permit any airline to use a Preferential Use Gate when it is
not actively being used by the signatory airline to which it is assigned, thus promoting the efficient
utilization of Airport resources and the accommodation of new entrants.

E. Common-Use Gates — All Terminals

- The 2011 Lease will provide the Airport an annual opportunity to designate Common Use Gates
for domestic operations in both the Domestic and International Terminals to maintain flexibility.
. Inno event may the number of designated Common Use Gates in Domestic Terminals exceed 10%
of the total number of Domestic Terminal gates.

SECURITY DEPOSIT R ' '

* The 2011 Lease provides for a standardized security deposit requirement of two months of terminal rent and
landing fees, instead of the security deposits under prior leases which vary from two to six months.

RENTALS AND FEES

All airlines will pay terminal rent based on square footage for Exclusive Use Space and Preferential Use
Space, including ticket counters, gates and support facilities, as well as landing fees in accordance with the
Airport’s Rates and Charges, as adjusted from fiscal year to fiscal year.

Attachqxﬁ]& page 2



ATTACHMENT B

Basic Provisions of 2011 Lease & Use Agreement

Terminal rent for Joint Use Space will continue to be charged on the basis of the current Joint Use Formula,
with 20% of the charges divided equally among all airlines using each Joint Use Space, and 80% of the
charges allocated based on each airline’s number of passengers compared to the total number of passengers
of all airlines using the J omt Use Space facilities.

Terminal rent for Preferential Use Space will be charged on the basis of the average gate holdroom square.
footage in the respective boarding area.

Airlines will pay per-use fees for use of Common Use space, such as ticket counters, gates and support
facilities. These fees will be reviewed annually in accordance with the Airport’s Rates and Charges.

JANITORIAL RESPONSIBILITY

In order to ensure a consistent appearance and uniform level of cleanliness in all public areas, the Airport
will assume janitorial responsibility in the Domestic Terminals for all areas in full public view, including
gate holdrooms, baggage claim, and Common Use areas. Individual airlines will be reheved of carpet
replacement costs in the gate holdrooms and baggage claim areas.

The Airport will continue to prov1de janitorial service in the International Terminal and cease the “special
charge” to the airline consortium as of FY11/12. All costs related to these services will be included within
the Airport’s Rates and Charges.

NON-SIGNATORY AIRLINES

Any airline that does not sign the 2011 Lease will be considered a non-signatory airline and will be issued
the appropriate Operating Permit and/or Space Permit, and be subject to the following impacts:

- A security dep051t requirement equal to six months of terminal rental and landing fees.

- A 25% premium on Landing Fees. Non-signatory airlines that are “Affiliate Airlines” of SIgnatory
airlines, as defined in the 2011 Lease, will pay the same Landing Fees as signatory airlines.

- Charges for use of terminal space to support passenger operatlons will be applied in accordance with
Common Use fees, as established in the Airport’s Rates and Charges.

- Non-signatory airlines will not be eligible to lease Preferential Gates in Domestic Terminals but may

be accommodated at such gates if not actively in use by the applicable mgnatory airline, if Common
Use gates are not available.

Attachmgng Q;page 3
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ATTACHMENT C

EXCLUSIVE USE SPACE (in square feet)

‘ CATEGORIES OF RENT
EXCLUSIVE USE - TOTAL
R | I IO v \% -
International Terminal | -0- | 940 0- -0- -0- 940
JOINT USE SPACE (in square feef)
. CATEGORIES OF RENT
JOINT USE : : TOTAL
I I 11 v VA
International Terminal 138,367 | 214,307 12,025 265400 |~ 1,888 | 631,987
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China Southern Airlines Company Limited
Exclusive Use Space
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" Category II Exclusive Space
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AIRPORT COMMISSION

CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO. l 5 - QZ 5 3

APPROVAL OF A 2011 LEASE AND USE. AGREEMENT WITH CHINA SOUTHERN AIRLINES
COMPANY LIMITED FOR OPERATING RIGHTS AND RENTAL OF TERMINAL SPACE AT SAN |
FRANCISCO INTERNATIONAL AIRPORT, AND DIRECTING THE COMMISSION SECRETARY
TO FORWARD THE LEASE TO THE BOARD OF SUPERVISORS FOR APPROVAL,

WHEREAS,
- WHEREAS,
WHEREAS,
WHEREAS,

WHEREAS,

RESOLVED,

RESOLVED,

RESOLVED,

China Southern Airlines Company Limited (“China Southern”) conducts flight operations at
San Francisco International Airport (“Alrport”) pursuant to Airline Operating and Space
Permit No. 4434; and

China Sonthem wishes to become a signatory airline at the Airport pursuant to a 2011 Lease
and Use Agreement (“2011 Lease™), a lease comparable to the 2011 Leases previously
approved for 47 other airlines; and

as initially approved in March 2010, the 2011 Lease has a term of ten (10) years, expiring on
June 30, 2021, and provides for terminal rent and landing fees in accordance with the Airport’s
Rates and Charges, and

the Au'port Commission of the City and County of San Francisco (“Clty”) and China Southern
now desires to enter into a 2011 Lease under the same terms and conditions, except that the
term will be approximately five years and six months, with the exact term dcpendent upon full
approval of the 2011 Lease by the City; and

in order to facilitate the implementation of the 2011 Lease and the placement in service of new
facilities, the Commission desires to authorize the Airport Director to enter into non-material
modifications to the 2011 Lease, including changes to the demised premises not to exceed 10%
of leased square footage, that the Airport Director determines, in consultation with the City
Attorney, are in the best interests of the Commission, do not otherwise materially increase the .

‘obligations or liabilities of the Commission, are necessary or advisable to effectuate the

purposes of the 2011 Lease or this Resolution, and are in compliance with all apphcable laws,
including C1ty s Charter; now, therefore, beit

that this Comnussxon approves the 2011 Lease between China Southern and the City consistent
with the terms of the attached memorandum, subject to China Southern’s compliance with
Chapter 12B of the City’s Administrative Code and other City contracting requirements or
obtaining the appropriate waivers thereto, as applicable; and, be it further ‘

that this Commission authorizes the Airport Director to execute said 2011 Lease and to enter
into any non-material modifications thereto, including changes to the demised premises of not
to exceed 10% of leased square footage, as described above; and, be it further

_that the Commission Secretary is hereby directed to request Board of Supervisors’ approval of
said 2011 Lease with China Southern pursuant to City Charter Sectlon 9.118.

I hereby certify that the foregoing resolution was adopted by the Airport Commission

-

at ifs meeting of ND“ 1 72‘20 5
M/)
M

-4
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LEASE AND USE AGREEMENT

SAN FRANCISCO INTERNATIONAL AIRPORT

| :; By and between the
. AIRPORT COMMISSION OF THE
CITY AND COUNTY OF SAN FRANCISCO

and

CHINA SOUTHERN AIRLINES COMPANY LIMITED,
A PEOPLE’S REPUBLIC OF CHINA COMPANY

Mayor Edwin M. Lee

AIRPORT COMMISSION
Hon. Larry Mazzola, President
Hon. Linda S. Crayton, Vice President
" Hon. Eleanor Johns
Hon. Richard J. Guggenhime -
Hon. Peter A. Stern

" John L. Martin
Airport Director

Lease No, _15-0253°
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- LEASE AND USE AGREEMENT
SUMMARY OF MAJOR TERMS

For the convenience of Airline and City (as such terms are defined below), this Summary
of Major Terms (the “Summary’) summarizes certain terms of this Agreement (as defined
below). The Summary is not intended to be a detailed or complete description of this Agreement
and reference must be made to the Sections below for the particulars of this Agreement. In the
event of any inconsistency between the terms of the Summary and any other provision of this
Agreement, such other provision shall prevail. Capitalized terms used elsewhere in this
Agreement and not defined elsewhere shall have the meanings given them in the Summary, -

Referenée Date: -
Airline: China Southern Airlines Comparty Limited,
' a People’s Republic of China company
Lease No. ) 15-0253
Airline’s Notice Address: | China Southern Airlines Company Limited
(§§ 101, 1904) P.O. Box 282099
: San Francisco International Airport
San Francisco, CA 94128
Attention: Dino Miao
Title: Station Manager
Phone: 650-821-0233
Fax: 650-821-0231
Email: - miao@csair.us
Airline’s Property Manager : China Southern Airlines Company Limited
Address: P.O. Box 282099
§1202K)) - = San Francisco International Airport
" | San Francisco, CA. 94128
Attention: Dino Miao
Title: - Station Manager
Phone: 650-821-0233
Fax: 650-821-0231
Email: miao@csair.us
C@: ) : The City and County of San Francisco, a municipal
corporation, acting by and through its Airport .
Commission. ’
Summary, page {
China Southern Airlines Company Ltd ’
2011 Lease and Use Agreement

1432




City’s Notice Address:

San Francisco International Airport

(§§ 101, 1904) Administrative Offices
: P.0O. Box 8097

‘San Francisco, CA 94128 -
Attention:  Airport Director
Phone: " (650) 821-5000
‘Fax: {650) 821-5005 .

Demised Premises:

{(§ 201)

Exclusive Use Space:

Joint Use Space:

Preferential Use Space:

.| Approximately 940 square feet of Exclusive Use Space in

the International Terminal, including:

Category I: -0~ square feet

Category II: . 940 square feet
Category III: -0- square feet
Category IV: -0- square feet
Category V: -0- square feet

All as more particularly described in Exhibit D hereto.

Approximately 631,987 square feet of Joint Use Space in
the International Terminal, including:

Category I: . 138,367 square feet
Category I’ 214,307 square feet
Category IIl: 12,025 square fest
Category IV: . 265,400 square feet
Category V: 1,888 square feet

All as more particularly described in Exhibit D hereto.

Imtxally as described in Exhibit D hereto, as reauocated
annually in accordance with Article 3.

Term:

Approximately five (5) years and seven (7) months,
commencing on the Effective Date and continuing through
the Expiration Date. :

Effective Date:

Expiration Date:
(§211)

June 30, 2021 unless terminated earlier as provxded

herein.
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Deposit Amount: ' Two (2) months of Terminal Area Rentals, Landing Fees,

(§ 1301)- o ‘usage fees, per rates and charges. -
Comunission Resolution: - { Number 150253 approved by the Airport Commission
(§ 101) ‘ on_November 17, 2015 ‘
Board Resolution: Number , approved by the City’s Board of
(§ 101) Supervisors on and ratified by the
. ' Mayoron __ . .

Imitial Airline Representative: China Southern Airlines Company Limited
(§§ 101, 1921) . P.O. Box 282099 .

San Francisco International Airport

San Francisco, CA 94128

Attention:  Dino Miao

Title: Station Manager
Phone: - 650-821-0233
Fax: 650-821-0231
Email: miao@csair.us .

Other agrecment(s), if any: None - '

(§§ 1501(x), 1502(E), 1301) .

Exhibits: Exhibits A-Q

Initials of Authorized Representative of City: '

. Initials of Authorized Representative of Airline: _—17~" % N\

PN

Summary, page iii
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LEASE AND USE AGREEMENT

THIS LEASE AND USE AGREEMENT (the “Agreement”) is made and entered into as
of the Reference Date by and between the CITY AND COUNTY OF SAN FRANCISCO (the
“City”), a municipal corporation acting by and through its AIRPORT COMMISSION (the
“Commission”), and the ATRLINE identified in the foregoing Summary.

RECITALS

A The City, acting by and through its Commission, owns and operates the San
Francisco International Airport, which is located in the County of San Mateo, State of California.

B. Under the City Charter, Commission is charged with the management,
supervision, operation, use, maintenance, extension, construction, and control of the Airport and
is authorized to enter into all contracts, leases, permits, and agreements relating to matters within
its jurisdiction and properties.

. C. - Airline desires to enter into this Agreement in order to operate at the Airport, and
to lease and use certain space in one or more Terminals.

D. Pursuant to the Commission resolution identified in the Summary, Commission
has determined that entering into this Agreement is in the best interest of City and has authorized
the execution of this Agreement. Pursuant to the Board resolution identified in the Summary, the
Board and the Mayor, each acting in their sole and absolute discretion, have determined that
entering into this Agreement is in the best interest of City and have authorized the execution of
this Agreement. '

_ - NOW THEREFORE, in consideration of the foregoing and of the mutual covenants set
forth herein, and other good and valuable consideration, receipt of which is hereby
acknowledged, the parties do mutually agree as follows: .

ARTICLE 1. DEFINITIONS
- Section 101 _ Definitions. The following words, tefms and phraées wherever used in this

. Agreement, including this Section, shall for the purpose of ﬂJJS Agreement have the meanings
respectively ascribed to them in this Section.

“ACAA” means the Air Cartier Access Act, 49 U.S.C. Sectmn 41705, as.amended and
supplemented.

“Activity Report” means a monthly air traffic activity report submitted in accordance
with Section 401(C) in mbstanhally the form attached hereto as Exhibit P, as modified from time
to time.

“ADA” means, collectively, the Americans with Disabﬂities‘ Act, 42 U.S.C. Sections
12101 et seq. and Title 24 of the California Code of Regula’uons as amended and supplemented.
-1-
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. “Affiliate Airline” means a non-Signatory Airline that is operating at the Airport under
an Operating Permit with City and either (i) 1s a wholly owned subsidiary of a Signatory Airline,
(ii) is a subsidiary of the same corporate parent of the Signatory Airline or (iii) shares flight
. codes with a Signatory Airline at the Airport, or (1v) operates cargo feeder flights at the Airport

_ under the direction and control of a Signatory Airline. Further, notwithstanding that a non-
Signatory Airline may satisfy any of the criteria above, if such non-Signatory Airline is able to
sell its own seats for flights at the Airport, it shall not be classified as an Affiliate Airline of any
S1gnatory Airline.

“Agreement” means this Lease and Use Agreement.

“Air Carrier” means a legal entity certified by the Secretary of Transportation and
engaged in the business of scheduled or non-scheduled commercial transportation by air of

persons, property, mail, parcels and/or cargo. ‘

“Airfield Area” means the Cost Center that includes all runways, taxiways, ramps,
aprons, landing areas, adjacent infield areas, and related support facilities (e.g., perimeter dike,
drainage pumping stations, field lighting, navigational aides, ARFF support facilities, fire and
rescue watercraft, boathouses and related support facilities, and cart roads).

“Airfield Area Net Expense” has the meaning given such term in Section 503(A).
“Ajfﬁne” means the Air Carrier that is a party to this Agreement.

“Airline Entity” means Airline’s officers, contractors, employees, agents,
representatives, licensees and/or invitees, and their successors and assigns; provided, however,
that Airline Entity shall not include passengers.

“Airline Leased Space” means the Joint Use Space, Excluswe Use Space, and
Preferential Use Space in the Terminal Area leased to any Signatory Airline. ‘

“Airline’s Notice Address” means the address set forth in the Summary, or such other
address as Airline may designate in writing to City.

“Aiﬂine Rates and Charges” means all Lan’dinér Fees and Terminal Area Rentals,
inclusive of rentals for Exclusive Use, Joint Use, and Preferential Use Space, paid by S1gnatory
Airlines and Affiliate Airlines. .- .

“Airline Represehtatxve” means a reprcscntétive of Airline who is authorized to act on-
behalf of Airline, as specified in writing by Alrhne to Clty The initial Airline Representative is
identified in the Summary.

“Aijrport” means the San Francisco Iﬁtemational Airport.

“Airport Cost Acconnﬁng System” means the system for collection, allocation, and
.reporting of revenues, expenses and debt service associated with the operation of the Airport in
-such a manner that will ensure the availability of proper data to support the calculation of Airline

. _ 2 . - )
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.Rates and Charges requn‘ed under this Agreement. The Airport Cost Accounhng System for
reporting revenues, expenses and debt service utilized by City will preserve the basic Cost
Centers and shall be in accord with Exhibit O which is incorporated herein by this reference.

“Airport Revenue Bonds” means taxable and tax-exempt obligations authorized and
issued, or to be issued, by City or for the benefit of Airport, including bonds, refunding bonds,
notes, bond anticipation notes, commercial paper, lease or installment purchase agreements or
certificates of participation therein, and other evidences of indebtedness, irrespective of priority
of payment, the principal of, premium, if any, and interest on which are payable directly or
indirectly from or secured in whole or substantial part by Revermes. Airport Revenue Bonds do
not mclude Special Revenue Bonds.

) Alrport Rules” means the reasonable and not unjustly discriininatory riles and
‘Tegulations as are now or may heremafter be prescribed by City as provided in Section 1001.

“Airport Support Area” means the Cost Center that includes all areas and facilities
which support aitline functions (e.g., hangars, aircraft maintenance facilities, cargo facilities, fuel
farms, flight kitchens), Airport support, and City/State/federal installations, fixed base operators,
airline offices outside the Terminal Area, airline employee parking, Airport-maintained
employee parking, Airport support facilities with related parking, sewage/waste treatment plants,
detention ponds, Coast Guard, FAA, FBL, Post Office and other related facilities, and a]l
unleased land not included in another Cost Center.

“Airport TI Guide” means the Airport’s Airline Tenant Improvement Guide, as
amended from time to time.

“Alterations” means the improvements installed by Airline at its expense in accordance
with Section 903, including fixtures, furnishings, carpeting, decorations, finishings, equipment
and all other improvements which Airline deems necessary for the use of the Demised Premises
and which are not supplied by City.

“Annual Service Payment” means a payment to City’ s General Fund in accordance with .
Sections 502(B) and 1510, or the equlvalent amount determmed 1n accordance W1th Section
1510(C) and (E).

“AO&M Expense” has the meaning given such term in Exhibit O.

“Basic Rate” has the meaning given such term in Exhibit O.

“Basic Rental Adjustment” has the meaning given such term in Section 502(C)(v).

“Billing and Operational Information” means any information that may be requested
by City for the purposes of providing timely and accurate bﬂhng to Airline and improving
Airport operations.

“Board” means City’s Board of Supervisors.

_3-
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“Capital Improvement” means a single Airport addition or improvement, including
equipment,; which is purchased, leased or constructed at a cost of the Charge Tngger Amount or
more, and has a useﬁll life in excess of three (3) years.

“Charge Trigger Amount” means $626,257 in Fiscal Year 2008/2009 dollars as
adjusted by the Index.

“City” means the City and County of San Fran01sco a municipal corporation, acting by
and through the Commission.

“City Entity” means City, Commission, its members, or any officers, agents, and
employees of each of them, and their successors and assigns.

“City Charter” means that certain documen‘r, as amended from time to time, that grants
City the legal authority to méke and enforce all ordinances and regulations in respect to
municipal affairs, subject only to the restrictions and limitations provided in that document.

“City’s Notice Address” means the address set forth in the Summary, or such other
address as may be designated by City from time to time.

. “Code Requlrements” means, collectlvcly, all fire spnnklers seismic retrofit, and other
" building code requirernents. :

“Commission” means the Airport Commission of the City.
/ . ) .
_ “Common Use” means the use of facilities or equipment made available by the City for
use in common by one or more Air Carriers, each for a limited, designated penod subject to
payment of the applicable fees for such use.

“Common Use Gates” means the Gatés as designated, both in number and location, from
time to time by the Director in accordance with Article 3. '

. “Common Use Support Facilities” means the Support Facilities in the Terminals
associated with the Commmon Use Gates or Common Use Ticket Counters as such Support
Facilities are designated, both in number and location, from time to time by the Director i in
accordance Wlth Article 3. :

“Common Use Ticket Counters” means the ticket counters as designated, both in
number and location, from time to time by the Director in accordance with Article 3.

“Concession Revenues” means (1) the fees and rentals collected by Commission acting
on behalf of City for the right to prowde and operate restaurants, bars, newsstands, gift shops,
spemalty shops advertising dlsplays insurance, public telephones and other merchandising
concessions and consumer services in the Terminal Area; (2) the fees and rentals collected by
Commission acting on behalf of City for the right to provide and operate courtesy vehicles,
ground transportation services, car rental services, hotéls, service stations and other concessions
and services in the Groundside Area; and (3) the fees and rentals collected by Commission acting

-4
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on behalf of City for other actlvmes and services in the Grounds1de Area such as public
automobile parking and traffic fines.

“Contingency Account” means the account of that name established pursuant to the
Master Bond Documents, finded with Revenues and other City moneys, the balance in which
serves to satisfy a pomon of the debt service coverage qumrements under the Master Bond
Documents.

“Cost Centers” means the functional areas of the Airport used to indicate the general
geographic location of facilities and in accounting for revenues, expenses and debt service,
consisting of the “Airfield Area,” “Airport Support Area,” “Terminal Area,” “Groundside Area,”
“Utilities Area,” and “West of Bayshore Area,” as further described in the definition of each
Cost Centcr and illustrated in Exhibit O.

“Demised Premises™ means the space leased by City to Airline on an Exclusive Use,
Preferential Use, or Joint Use baSLS all as more particularly described in the Surnmary and
Exhibit D.

“Deposit” means Airlihe’s security deposit delivered in accordance with Article 13.

~ “Deposit Amount” means two (2) months of Terminal Area Rentals, Landing Fees,
usage fees, rates and charges, in the amount set forth in the Summary as required under
Article 13.

“Director” means the Airport Director, the Chief Executive Officer of the Airport.
“DT” or “Domestic Tcrminals;’ means Domestic Terminals T1, T2 and T3.

“DT Gate Management Protocols” means the protocols set forth i n Exhibit I, as the
same may be amended from time to time.

“DT Ticket Counter Management Protocols” means the protocols set forth in Exhibit
1, as the same may be amended from time to time. .

“Effective Date” means the date on which this Agreement becomes effective, namely,
the later of July 1, 2011 or the date on which the following conditions have been satisfied: (a)
each party shall have executed two duplicate originals of this Agreement and provided the other
party with a fully-executed original of the same; (b) the Commission, the Board and the Mayor,
each acting in their sole and absolute discretion,.shall have approved this Agreement and Airline
shall have received evidence of the same; (c) Airline shall have obtained all necessary and
_ appropriate corporate authorizations of this Agreement, and City shall have received evidence of
the same; and (d) Airline shall have delivered the Deposit in accordance with Article 13. The
actual Effective Date is set forth in the Summary.

“Environmental Laws” has the meaning given such term in Section 2001.

“Event of Default” means each event listed in Section 1501.

-5
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“Exclusive Use Space” means space in a. Tem]mal leased or permitted to a single Air
Carrier for its exclusive use.

“Expiration Date” means June 30, 2021, unless terminated earlier as provided herein.
“FAA” means the Federal Aviation Administration or any successor agency.

“Fiscal Year” means the twelve (12) month penod commencing on July 1 and explrmcr
on June 30 of each year. :

. “Gate” means those portions of a Terminal individually comprised of a passenger
holdroom, together with any or all of the following equipment if owned by City: a passenger
loading bridge, a 400 MHz power unit, a pre-conditioned air unit, and related equipment. The

‘related ramp (apron) is not included in the Gate, but is retained by City and used by the Air
Carrier using the related Gate. ‘

“Gate Management Protocols” means, with respect to the IT, the IT Gate Ma_nagement
Protocols, and with respect to the DT, the DT Gate Management Protocols.

“Groundside Area” means the Cost Center that includes all roadways and parkways,
courtyards, fences, walks, bridges and culverts, public parking lots, garages, hotels, service
stations, shuttle bus service (non-airline), consolidated rental car facility, AirTrain system
including pedestrian bridges to Terminals, leased commercial unimproved areas, paved areas,
buildings and structures other than Terminals and Airport/government installations.

“Gross Terminal Spéce” means every square foot of interior space in the Terminal Area.

“Hazardous Materials” has the ﬁeaﬁng givén such term in Section 2001(B). -

“Information and Communications Technology” means the information and
communications technology (ICT) utilities, devices and displays provided by the Airport under
Section 803 including, but not limited to, telephone, gnided wire, wireless radio communications
(both cellular and Wi-Fi), satellite communications including television, and over-the-air
commercial high-definition television (HDTV).

. “Index” means the Implicit Price Deflator Index for Gross Domestic Product published
by the U.S. Department of Commerce, Burean of Economic Analysis, or its successor or
replacement. The specific dollar cost figures throughout this Agreement are based upon Fiscal
Year 2008/2009 dollars and shall be increased or decreased annually in proportion to changes in
the Index using as a base the figure for the second quarter of 2008 (ending i in June), which was

"121.890 (index numbers, 2005—1 00; seasonally adjusted; and last updated on October 30, 2008.)

“Integrated Pest Management” or “IPM has the meaning glvcn such term in Section
1 806(A).
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“IT* or “International Terminal” means the portion of the Terminal Area, together with
its connecting concourses, piers, boarding areas including extensions thereof, and satellite
bulldmgs known individually as the Intematlonal Terminal. :

“IT Domestic Turn Fee” means the fee collected for use of Gates in the IT by domesﬁc '
_ Air Carriers, as provided in Section 405. '

“IT Gate Management Protocols” means the protocols set forth in Exhibit H, as the
same may be amended from time to time.

“IT Ticket Counter Management Protocols” means the IT Ticket Counter and Other
Joint Use Resources Management Protocols set forth in Exhibit G, as the same may be amended
from time to time.

“Joint Use Formula” means the billing methiod applied to a speciﬁc area of Joint Use
Space. The Joint Use Formula(s) applicable to Airline, if any, are attached as Exhibit E.

“Joint Use Space” means si)ace in a Terminal that is leased or permitted for use by more
than one Air Carrier with payments by the Air. Carriers u’uhzmg such space calculated-using the
Joint Use Formula applicable to such space. .

“Joint Use Gate” means a Gate that is leased or perm1tted for use by more than one Air
Carrier in accordance with the terms of Section 204(A)(iv), with charges to the Air Carriers
utilizing such Gate calculated usmg the applicable Joint Use Formula. .

“Landing Fee Rate” means the cents per thousand pounds of Maximum Landmg Weight
computed as provided in this Agreement, mcludmg Articles 4 and 5.

“Landing Fees™ means the fees payable by the Signatory Airlines and their Affiliate
Airlines as provided in this Agreement including Artlcles 4 and 5.

“Lease and Use Agreement” means a Lease and Use Agreement substantially identical
to this Agreement which is executed by a Signatory Airline.

“Majority-in-Interest” means more than fifty percent (50%) in number of the Signatory
- Airlines who, on the date in question, account for more than fifty percent (50%) of the aggregate
weight for Revenue Aircraft Arrivals by the Signatory Airlines (including their respectwe
‘Affiliate Alrhnes) at the Alrport during the 1mmed1ate1y preceding Fiscal Year.

“Master Bond Documents” means each resolution, ordinance, trust indenture or other
document authorizing the issuance of Airport Revenue Bonds and prescribing the covenants and -
conditions attendant upon such issuance, including (a) Resolution No. 91-0210 adopted by the
Commission on December 3, 1991, and (b) Resolution No. 97-0146 adopted by the Commission
on May 20, 1997, each as amended and supplemented from time to time, or such successor
resolutions not inconsistent with the provisions of this Agreement.

China Southern Ajrlines Company Ltd
2011 Lease and Use Agreement

1441



“Maximum Landing Weight” means the maximum weight in thousand pound units that
an aircraft is anthorized by the FAA to land at the Airport, as recited in the flight manual
governing such aircraft.

“Non-Airline Revenues” means revenues of the Commission ﬁom sources other than
Airline Rates and Charges, as illustrated in Exhibit O.

“Operating Permit” means a thirty—day (30) revocable permit issued by City to.an Air -
Carrier who is not a party to a Lease and Use Agreement, to use, together with others so
authorized, the runways, taxiways, navigational aids, and other general use landing air facilities,
for its aircraft landing and takeoffs required in connection with its opera’uons to and from the
Adrport.

“Paésengér Facility Charge or “PFC” means the fees authorized by 49 U.S.C. Section
40117 and regulated by 14 CFR Part 158 as such statute and regulations curreritly e)ust or as they
may be amended during the Term of ﬂns Agreement.

“Period of Use” means (2) with respect to the use by a Signatory Airline (or its Affiliate
Airline) of its Preferential Use Gate, the period of time with respect to a Scheduled Operation
that such Signatory Airline is to use such Gate for a scheduled arrival and/or departure pursuant
to the applicable Gate Management Protocols, (b) with respect to an Air Carrier’s use of a Gate
that is not its Preferential Use Gate, the period of time that such Air Carrier is authorized to use
such Gate for an aircraft arival and/or departure pursuant to the applicable Gate Management
Protocols, and (c) with respect to ticket counters and/or Support Facilities, the period of time that
an Air Carrier is authorized to use such ticket counters and/or Support Facilities pursuant to the
applicable Ticket Counter Management Protocols.

“Pesticide Ordinance” has the meaning given such term in Section 1806(A). .

“Pre-Existing Condition” has the meaning given such term in Section 2001(D).

“Preferential Use” means with respect to a Gate, the scheduling preference over similar
operations by another Air Carrier given to a Signatory Airline for the use of a Gate during
applicable Periods of Use for such Signatory Airline’s Scheduled Operations. .

“Preferential Use Gate” means a Gate dssigned to a S1gnatory Alirline fqr its Prcfcrentlal :
Use in accordance with Artlcle 3.

“Preferential Use Space” means the Terminal Area space leased by City to a Signatory - -
Airline on a Preferential Use basis as provided in Atticle 3, and with respect to the Demised
Premises leased to Airline, as described in Exhibit D. .

“Public sz-lce” means all Terminal Area space other than Airline Leased Space,
including without limitation the space comprising Common Use facilities.

“Release” has the meaning given such term in Section 2001(C).
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“Rental Surcﬁarge” has the meaning given such term m Section 502(C)(iv).

“Requesting Airline” means an Air Carrier without adequate Gate access desirous of
operatmg at the Airport. .

“Revenue Aircraft Arrival” means each aircraft arrival at the Airport for which the
applicable Air Carrier has received or made a monetary fee or charge, including flights which are
diverted to the Airport because of mechanical, meteorological or other precautionary reasomns;
provided, however, that flights departing from the Airport and required to return to the Airport
for such reasons shall not be considered Revenue Aircraft Arrivals.

“Revenues” has the meaning given such term in the Master Bond Documents.

“RMAC” means the Resource Management Adwsory Comnuttee estabhshed under
Section 302.

“Scheduled Operatlon” means an Air. Camer s operation (arrival or departure) that
occurs pursuant to a published schedule.

. “Scheduled Seats” means the average daily number of departing seats on the Scheduled
Operations of a Signatory Airline (including its Affiliate Airlines) to destinations in the United
States or Canada and on international flights allowed by City to operate from a DT, for the
month of August immediately preceding the Fiscal Year for which the determination under
Section 304 is being made, which is computed by dividing total departing seats for the Scheduled
Operations of a Signatory Airline (including its Affiliate Airlines) for the month of August by
thirty-one (31).

~ “Scheduled Seats Percentage” has the meaning given such term in Section 304(A).

“Settlement Agreement” means the Settlemient Agreement dated July 1, 1981, between
City and certain Air Carriers. A

“SFAAAC” means the San Francisco Airline-Ainort Affairs Committee:.

“Shared Use Equipment” means common use technology such as CUPPS CUSS,
- iIMUSE, CUTE, and other similar passenger processmg equipment.

“Slgnatory Alrlm means an Air Carrier, including Airline, that signs a Lease and Use
Agreement.

‘ “Space Category(ies)” shall mean the classification of the square footage attributable to
the Airline Leased Space for the purpose of estabhshmg Terminal Rental Rates, as set forth in
Section 502(D) hereof.

"“Space Change Summary Notice” means a notice in the form of Exhibit L. Each Space
~ Change-Summary Notice shall be deemed to form a part of this Agreement when executed by the
. parties and shall not reqmre or constitute a fomal amendment to this Agreement
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. “Special Revenue Bonds” means taxable and tax-exempt obligations issued by City or
on behalf of Airport, including bonds, refunding bonds, notes, bond anticipation notes,
commercial paper, lease or installment purchase agreements or ceitificates of participation
therein and other evidences of indebtedness, the principal of, premium, if any, and interest on
which are payable from or secured in whole or substantial part by revenues other than Revenues.

“State” means the State of California.

“Snmmary’ means the Summary of Major Terms set forth at the beginning of this
Agreement . .

“Support Facilities” meauns ticket office, outbound baggage makeup, inbound beggage
makeup, baggage claim, and/or, other support space.

“Surcharge Rate” has the meaning given such term in Exhibit O.

“T1” means the portion of the Terminal Area, together with its connecting concourses,
piers, boarding areas mcludmg extensions thereof, and satellite buildings, known individually as
Domestic Terminal 1. .

“T2” meauns the portion of the Terminal Area, together with its connecting concourses,
piers, boarding areas including extensmns thereof, and satellite buildings, known individually as
Domestic Terminal 2.

“I3” means the portion of the Terminal Area, together with its connecting concourses,
piers, boarding areas including extensions thereof, and satellite buﬂdmgs, known individually as
Domestic Terminal 3.

“Term” means the period of time during which Alrline’s activities at the Airport shall be
governed by this Agreement, as set forth in the Summary. Said Term shall begin onthe -
Effective Date and, except as- otherwise set forth herein, shall terminate on the Expiration Date.

“Terminal” means, individually or oollectively, as the case may be, T1, T2, T3 and the
IT. .

“Terminal Area” means the Cost Center that includes all areas within the Terminals;
including concourses, boarding areas, pedestrian bridges, tunnel lobbies to garages,
mechanical/utility areas, lobbies, ofﬁces Commission facilities, baggage facilities and storage
areas.

“Terminal Area Expenses” has the meaning given such term in Section 502(A).
“Terminal Area Rental(s)” has the meaning given such term in Section 502(D).

“Terminal Area Rental Rate(s)” shall mean the rental rates established for Airline
Leased Space classified according to Space Category by location and function, as calculated in -
accordance with Section 502(D). -
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“Terminal Area Space” means those categories of space used in the calculation of -
Terminal Area Rentals for the Signatory Airlines as more particularly defined under “Gross
Terminal Space ” " Ajrline Leased Space,” and “Pubhc Space »

“Terminal Company” means an entity des1gnated by Signatory Airlines and/or
representing Signatory and non-Signatory Airlines for the purposas set forth herein, including in
Sections 204(A), 209 and 1921 and Exhibit G.

“Ticket Counter Management Protocols” means, with respect to the IT, the IT Ticket .
Counter Management Protocols, and Wlth 1espect to the DT, the DT Ticket Counter Management
Protocols.

“Transfer” means any assignment, encumbrance, subletting or other transfer, whether
voluntary or involuntary or by operation of law.

“TSA” means the Transportation Security Administration, or any successor agency.

“Utilities Area” means the Cost Center that includes the facilities for water, gas,
electricity, telecommunication and information systems, including distribution systems.

“West of Bayshore Area” means the Cost Ceiter that includes all of the property
located west of U.S. Highway 101 currently under the jurisdiction of the Commlssmn as
indicated on the map attached hereto as Exhibit A.

Section 102 Time Conventions. Every use of the term "day" shall refer to a calendar day
unless otherwise specified. Any reference to.a time of day shall refer to the time of day at the
Airport unless otherwise specified. '

ARTICLE 2. PREMISES; USE

Section201  Lease of Demised Premises.

A. City, as owner and operator of the Airport, shall and does hereby demise and
let to Airline, and Airline shall and does hereby hire and take from City for the uses and purposes
herein enumerated, the Demised Premises for use from and after the Effective Date on the terms
and conditions set forth herein. '

B. Following reasonable notice to Airline, Director may cause City to conduct a
space audit pursuant to which City remeasures the Demised Premises using the Airport’s then-
current measurement specifications, which space audit, shall only be conducted at reasonable
times. Following such measurement and notice t6 Airline, the Demised Premises description and
- the rent shall be deemed adjusted per sich measurement. Airport measurement specifications as

of the Effective Date are set forth in Exhibit N, attached hereto. o

- C. Airline acknowledges and agrees that (a) City shall have the right at all times
to change, alter, expand, and contract the Airport; (b) City has made no representations,
. ‘warranties, or covenants to Airline regarding the design, construction, pedestrian traffic, or views
L11-
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of the Anport or the Dennsed Premises; provided, however, that all such changes alterations,
expansions, and contractions, shall be subject to any consnltation.or approval requirements as
may be described elsewhere in this Agreement. Without limiting the generality of the foregoing, .
Airline acknowledges and agrees that the Airport (i) is currently undergoing, and may from time
to time hereafter undergo renovation, construction, and other Airport modifications; and (ii) may
from time to time adopt Airport Rules relatlng to security and other operanonal concerns that
may affect Airline’s business.

Section 202 Permitted Uses. Airline may use the Airport for all such operations and functions
as are incidental, necessary or proper to the conduct of its air transportation business, including,
but not limited to, the rights set forth below, provided the same are conducted in accordance with

. the conditions set forth in this Agreement and the Airport Rules; provided, however, that such
rights shall not be construed as authorizing the conduct of a separate business by Airline, but
shall permit Airline to perform such functions as are 1nc1dental to the conduct of air

transportation:

A. The use, with others so autnorized, of the Aiiport and appurtenances,
including the Terminal Area, the Groundside Area and the Airfield Area.

B. The operation of an air transportation business. for the carriage of pefsons,
property, baggage, cargo, express and mail, including, but without limiting the generality heteof,
revenue, courtesy, test, training, inspection, emergency, charter and sightseeing flights,

C. The repairing, mmntmnmg, conditioning, servicing, tesnng, parking or storage
of airtraft or: other equipment operated by Airline or other Air Carriers.

D. The hiring and training on the Airport of personnel in the employ of or to be
employed by Airline, its contractors or other Air Carriers.

: E. . The sale, disposal, or exchange of Airline’s aircraft, engines, accessories,
gasoline, fuel, or other propellants, oils, greases, lubricants, and other equipment or supplies, to
permit Airline to perform such functions as are incidental to the conduct of its air transportation
business, and specifically, but without limitation, to permit the sale or disposal of any article or
goods used by, or bought for use by Airline in connection with its operation of an air
transportation business; provided, however, that Airline may not sell gasoline, fuel, or other
propellants, oils, greases, and other lubricants, to anyone other than a subsidiary, an affiliated
company, other Signatory Airlines, other Air Carriers, or others for use in aircraft being used in
connection with operations of Airline unless a particular grade is desired by others and is not
otherwise available from concessionaires at the Airport.

F. The servicing by Airline, or others, of Airline’s aircraft and other equipment
. by truck or otherwise, with gasoline, fuel or other propellants, oils, greases, lubricants, or other
supplies including foods and beverages required by Airline. Notmths‘randmg anything to the
contrary herein, (i) Airline acknowledges that City has granted, or may in the future grant, to one
or more parties the sole and exclusive right to operate a fuel storage and delivery system serving
the Airport; and (if) Airline acknowledges and agrees that, to the extent it desires to receive
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distribution of j et fuel on Airport premises, it must receive such distribution from such party or
parties, on the terms and conditions established by such party or parties. In no event will Airline
bhave any right to operate a fuel storage and delivery system at the Airport. :

G. The landing, taking off, flying, taxiing, towing, parkmg, loading or unloading
of Airline’s alrcraﬁ, or the ajrcraft of any other An: Carrier.

H. The loading and unloading of property, cargo, express, mail and carriage of
employees, in properly designated facilities, by such motor vehicles or other manmer of
conveyance as Airline may desire or require in the operation of an air transportation business,
with the right to designate the Air Carrier(s) who shall regularly transport Airline’s employees,
property, cargo, express and mail to and from the Airport, subject to Subsection (O).

1. The use, alone or in conjunction with other Air Carriers as provided herein, of
the Airport’s Common Use facilities and the Demised Premises for any and all purposes in .
connection with and incidental to the operation of an air transportation business, including, .

-without limiting the generality hereof, the handling of reservations, the handling, ticketing,

. billing and manifesting of passengers, baggage, express, cargo, property and mail, and the
installation, maintenance and operation of radio and other communications equipment and
facilities, meteorological and navigational equipment and facilities (subject to coordination with
the 'Airport’s radio service). In addition, Airline or any subsidiary of Airline, may, within the
confines of the Demised Premises leased to Airline hereunder and subject to the Director’s
approval, operate passenger clubs and lounges in the Terminal Area, and to the extent permitted
by law serve food and beverages in such passenger clubs and lounges.

J. The preparation by Airline, or a subsidiary of Airline, of food and beverage
service to.-be used in connection with the furnishing of air transportation by Airline or to provide
in-flight food and beverage services for other Air Carriers and to engage in any activities related
thereto.

K. The installation, maintenance and operation, by Airline alone, or in
conjunction with other Air Carriers, without cost to City, of a reasonable amount of suitable
airplane air conditioning equipment, auxiliary power, start-up and other miscellaneous support
equipment, which equipment shall be subject to the approval of Director and shall be installed,

maintained and operated in accordance with the Airport TT Guide and the Airport Rules.

L. The installation and operation, at Airline’s expense, of signs identifying the
business of Airline, which signs shall be substantially uniform in size, type and location with

* those of other Air Carriers, the number, general type, size, design and location of such signs to

conform to-the Airport TI Guide and the Airport Rules, and which signs shall be subject to the

approval of Director, such approval not to be unreasonably withheld

M. The use of all public areas 1n31de and outside the Terminal Area, which use
shall be nonexclusive.
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N. The purchase or other acquisition of services or personal property of any
nature, including, but not iimited to, gasoline, fuel, propellants, lubricating oil, greases, food,
beverages and other materials, equipments and supplies deemed by Airline to be required by, or
incidental to, Airline’s operations, its exercise of the rights herein granted or its discharge of the
‘obligations herein imposed, from any person, partnership, firm, association, or corporation it
may choose pursuant to licensing requirements established cons1stcnt with Secuon 1001 hereof
and subject to Subsections (F) and (O).

O. City retains the right to regulate ground handlers and other service providers
used by Airline. Airline is entitled to engage in its operations only those third-party ground
handlers and service providers that are licensed or permitted by City to operate at the Airport. In .
the event Airline agrees to ground handle any portion of the operations of another Air Carrier,
Airline shall provide City advance written notice of such proposed activities, including a
description of the type and extent of services to be provided. Notwithstanding the foregoing,
Airline shall not ground handle any Air Carrier which does not have the consent of City to
operate at the Airport. -

'. Section 203 __ Prohibited Uses, Exclusions and Reservations.

A. Airline shall not use the-Airport or cause or permit its employees or others to
use the Airport for any other purpose than specified under the terms and conditions of this
Agreement. Without limiting the generality of the foregoing, Airline shall not do, cause or

permit anything to be done in or about the Airport, or bring or keep anything thereon which will
in any way:

@ increase the rate of fire insurance upon the Tenm'nal Area or any of
its contents; or ' '

(ii)' subject to Section 1001 hereof, conflict with any law, ordinance,
rule or regulation now in effect or which may hereaﬂer be enacted or promulgated by any public
authority havmg jurisdiction; or .

(i) create a nnisance; or

(@iv)  obstruct or interfere with the rights of other tenants in the Terminal
Area; or :

(v)  commit or suffer to be committed any waste; or

(vi)  place any loads upon the floor, walls, or ceili;ﬁg which endanger
the structure; or

(viD) obstruct the sidewalk or passageways or staxrways or escalators or

(viil) be unlawful
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B. Airline shall not knowingly interfere or permit interference with the use,
.operation, or maintenance of the Airport, including, but not limited to, the effectiveness or
accessibility of the drainage, sewerage, water, communications, fire protection, utility, electrical
or other systems installed or located from time to nme at the Alrport

‘ C. As soon as possible after relcase from proper authorities, Airline shall remove
any of its disabled aircraft from the airfield or aprons, shall place any such disabled aircraft only
in such storage areas as may be reasonably designated by the Director, and shall store such
disabled aircraft only upon such texms and conditions as may be reasonably established by City.

- In the event Airline shall fail to remove any of its disabled aircraft as expeditiously as possible,
City may, after at least two (2) days written notice, but shall not be obligated to, cause the
removal of such disabled aircraft. Airline shall pay to City, upon receipt of an invoice, the costs
incurred for such remioval plus fifteen percent (15%).

D. Airline shall not do or permit to be done anything, either by act or failure to
act, that shall cause the cancellation or violation of the provisios, or any part thereof, of any
policy of insurance for the Airport or that shall cause a hazardous condition so as to increase the
risks normally attendant upon operations permitted by this Agreement. If Airline shall do or
permit to be done any act not permitted under this Agreement, or fail to do any act required
under this Agreement, regardless of whether such act shall constitute a breach of this Agreement,
which act or failure, in and of itself, causes an increase in City's insurance premiums, Airline .
shall immediately remedy such achons upon notice from City to do so.

E. City may install or cause to be installed advertlsmg and revenue generatmg

* devices, including vending machines, in Joint Use Space and Preferential Use Space in the
Demised Premises; provided, however, that City shall not install or cause to be installed
advertising for Airline’s direct competitors in Airline’s Preferential Use Space. Airline shall
purchase all advertising for any product or service other than air service arriving at or departing
from the Airport from the Airport’s advertising concessionaire. Any revenue generated by
advertising installed on Airline-owned equipment shall be shared by City and Airline as shall be
mutually agreed. City may also, at its sole option, install Information and Communications
Technology in any part of the Terminals excluding Airline's clubs and lounges.- City shall be
entitled to reasonable access to the Demised Premises so as to install or service such Information
and Communications Technology. Income generated by such Information and Communications
Technology shall be accounted for in the same manner as other Non-Airline Revenues of the

Adirport.

E. Except as permitted or authorized by apphcable Environmental Laws or
dlscha.rge requirements issued by the Airport or included in the Airport Rules, Airline shall not
dispose of nor permit any other person to dispose of any waste material into the sanitary or storm
sewers at the Airport or elsewhere (whether liquid or solid) unless such waste materials or
products are first properly treated. Nothing herein shall prohibit Airline from disposing of
human waste taken from its aircraft in proper designated sanitary sewer facilities.

. G. Airline shall not disturb any asbestos at the Airport without first obtaining all
permits and approvals as required by applicable Environmental Laws or by City. City shall
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make available to Tenant upon request any surveys, reports, plans, or other documentation
regarding the presence or management of asbestos at the Airport.

H. Any and all rights énd privileges not specifically granted to Airline for its use
of and operations at the Airport pursuant to this Agreement are hereby reserved for and to City.

Section 204 _ Space Classifications. For purposes of rént allocations and billing, all space is
either deemed Joint Use Space, Exclusive Use Space, Preferential Use Space, or Public Space.

A. Joint Use Space. All space designated as Joint Use Space has the following
characteristics: : :

® Airline shall be entitled to use the Joint Use Space included in the
Demised Premises with others so authorized, subject to the provisions of Subsections 204(A)(iii),
(iv) and (v) below.

(i)  Renton Airline’s Joint Use Space shall be based on the Joint Use
Formula applicable to such area of Joint Use Space.

(i) Ifthe Demised Premises include ticket counters and other
IESOUrces used by more than one Air Carrier within Joint Use Space in the IT, Airline shall be
entitled to use the same Wwith others so authorized. Such ticket counters and resources shall be
assigned to Airline for priority use as determined by a Terminal Company, based on the IT
Ticket Counter Management Protocols, which assignments are subject to City’s approval, not to
be unreasonably withheld. In determining Airline’s need, the Terminal Company shall include
the needs of Air Carriers being handled at such ticket counters and resources by Airline. When
Airline is not using the assigned ticket counters and resources, other Air Carriers may use some
or all of the same, in accordance with the IT Ticket Counter Management Protocols. The .
Terminal Company shall be responsible for arranging such use, based on the IT Ticket Counter
. Management Protocols, and shall inform City of such arrangements with such frequencies as the
- parties shall determine. Although City does not intend to review or approve each such
arrangement, City shall have the right to oversee and reasonably object to such arrangements or
. practices. In such event, the Terminal Company shall revise its practices to satisfy City’s
objection. City shall manage the ticket counters and resources within the IT Joint Use Space in
accordance with the IT Ticket Counter Management Protocols during any penod of time when
there is no Terminal Company under contract to provide such services.

(iv)  If the Demised Premises include Gates within Joint Use Space in
the IT, Airline shall be entitled to use such Joint Use Gates with others so authorized. Such
Gates shall be assigned to Airline for priority use as determined by a Terminal Company, based
on the IT Gate Management Protocols, which assignments are subject to City’s approval, not to

_be unreasonably withheld. In determining Airline’s need, the Terminal Company shall include
the needs of Air Carriers being handled at such Gates by Airline. When Airline is not using the
- assigned Gates, other Air Carriers may use some or all-such Gates, in accordance with the IT
Gate Management Protocols. The Terminal Company shall be responsible for arranging such
use, based on the IT Gate Management Protocols, and shall inform City of such arrangements
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with such frequencies as the parties shall determine. Although City does not intend to have daily

. approvals over each such arrangement, City shall have the right to oversee and reasonably object
to such arrangements or practices. In such event, the Terminal Company shall revise its
practices to satisfy City’s objection. City shall manage the Gates within the IT Joint.Use Space
in accordance with the IT Gate Management Protocols during any period of time When there is
no Terminal Company under contract to provide such services.

(v)  Other Joint Use Space in the Terminals may be managéd by City
or by one or more Terminal Companies in accordance with management protocols, including the
Ticket Counter Management Protocols and Gate Management Protocols, as applicable. If
Director elects to treat-an area in the Terminals as Joint Use Space, City may establish or
designate the necessary management protocols and Joint Use Formulas in consultation with the
Air Carriers that will use such Joint Use Space and any Terminal Company that will manage
such Joint Use Space. ‘

B. Exclusive Use Space. All space designated as Exclusive Use Space shall be :
space with the following characteristics:

® Airline shall have the exclusive right to occupy and use all
Exclusive Use Space included in the Demised Premises.

(i)  Rent for all Exclusive Use Space shall be based on City’s rates and
charges, as calculated pursuant to this Agreement.

C. Preferential Use Space. All space designated as PIeferenual Use Space shall
be space with the following characteristics:

® " Airline shall be entitled to use Preferential Use Space included m
the Demised Premises with others authorized in accordance with the provisions of Article 3.

(i) Rent for all Preferential Use Space shall be based on City’s rate's
and charges, as calculated pursuant to this Agreement.

D. Public Space. All space designated as Public Space shall be space with the
following characteristics:

(i) Airline shall be entitled to use Public Space (other than space
leased or permitted to, or used by, other tenants or parties) within the Terminal Area with others
so authorized in accordance with the provisions of this Agreement and the AJIport Rules.

(i)  City will periodically designate portions of the Public Space for
use as Comroon Use Gates, Common Use Ticket Counters and Common Use Support Facilities.

: (i) Airline’s use of a Common Use Gate, a Common Use Ticket
Counter or Common Use Support Facilities shall be as provided by Article 3 hereof and the
applicable Gate Management Protocols and Ticket Counter Management Protocols.
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(iv)  Fees for the use of Common Usé facilities shall be established by
City in accordance with this Agreement. .

Section 205 _ Rights of Way. Airline shall have the use and enjoyment of suitable rights of way
in the Terminal(s) where the Demised Premises are located to install and maintain facilities
necessary to Airline’s air transportation operations, except that Airline shall not be entitled to
any such rights of way for any function provided or available to Airline through City or a
Terminal Company. Airline shall have the use and enjoyment of suitable rights of way over,
under and upon the apron areas adjacent to the Demised Premises for the purpose of enabling
Airline, at its own expense, to install and maintain underground condnits, ducts, pipes, wires and
incidental pumps, motors, tanks, filters and other equipment which are or may be necessary or

" convenient in connection with the supply of power, airstart, and other services to Airline’s
aircraft, provided that such right(s) of way shall not be in competition with the exclusive fuel
system described i Section 202(F) of this Agreement. The location or locations of said rights of
way and installations therein shall be subject to the prior written approval of Director. The use
and enjoyment of said rights of way shall not be subject to any charge whatsoever by City to
Airline. Notwithstanding anything to the contrary herein, Airline shall have no such right(s) of

- way for any telecommunications systems, except and to the extent the same is consistent with the
Alrport’s telecommunications policies and programs, including the Communications Master Plan
and the Telecommunications Inﬁastructure Policy, as the same may be amended from time to
time.

Section 206 Ingress and Egress. Subject to Airport Rules and applicable federal security
regulations, City hereby grants to Airline the following rights and pnvﬂeges of ingress and
egress at the Airport:

A. For Airline, its agents, employees, contractors and subcontractors: to the
public areas of the Airport and to those areas and facilities designated herein for use by Airline. *
This right shall extend to aircraft, vehicles, machmery and equipment used by or for the benefit
of Airline in its air transportation business. ,

B. For Airline’s passengers; guests and invitees: to arcas leased exclusively,
jointly or preferentially to Airline and to public areas and pubhc facilities. This pnvﬂege shall-
extend to Vehlcles of such passengers, guests and invitees.

C. For Airline’s vendors, suppliers of materials and furnishers of service: to the
public areas of the Airport and to areas and facilities leased to or designated herein for use by
Airline. This privilege shall extend to vehicles, machinery and equipment of such vendors,
supphers and finishers of services used in their business of ﬁ1m1sh1ng such supplies and
services to Airline; provided, however, that Commission may impose a charge upon Airline’s
suppliers or furnishers of service in an amount sufficient to recover the costs incurred in the
reasonable regulation by Commission of such suppliers or fmmshers of service in the exercise by
them of the foregoing right of ingress and egress.

.The full and free right of ingress and egress provided for above shall not be used, enjoyed
or extended for any purpose or use in contravention of the provisions of Section 202 hereof
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unless expressly authorized by Director. When reasonably required for reasons of safety or
secunty, Du'ector may limit access to any area within the Airport.

Secuon 207 . Accommodatlon of Other AJI Camers in Alrhne S Excluswe Use Space.

- A. To facilitate the entry of tiew Air Carriers and to maximize the utilization of
facilities at the Airport, City shall first attempt to accommodate Air Carriers with space needs
with Preferential Use Gates.as provided in Article 3, Common Use facilities, Joint Use Space, or
uncommitted space available in the applicable Terminal.

: B. Ifthe Common Use facilities or Joint Use Space cannot adequately
accommodate the requesting Air Carrier needs, City shall have the right to require
accommodation of a requesting Air Carrier in Airline’s Exclusive Use Space as follows: Airline
agrees, upon request by City, to make all reasonable efforts to facilitate the temporary
accommodation of an Air Carrier’s operations, including use of space for a ticket counter area,

" usé of Airline’s baggage facilities and the rendering of customary ground services, if (1) Airline
has adequate capabilities, capacity, facilities and personnel therefor, after taking into account
Airline’s own requirements and contractual obligations, the compatibility of said Air Carrier’s
proposed operations with those of Airline, and (2) said Air Carrier enters into a written
agreement with Airline therefore and agrees to (a) pay Airline its established rates and charges
for such services, (b) indemnify and Hold harmless Airline and Airline Entities to the same extent
as Alirline is required to indemnify the City hereunder for claims or Hability (including fines and
penalties arising out of or in comnection with such Air Carxier's acts or omissions or use of the
Demised Premises), and (¢) carry insurance in the amounts and of the type(s) as may be
reasonably requested by Airline, not to exceed the insurance required of Airline under this
Agreement. Any accommodation of an Air Carrier under the procedures hereof may be pursuant
to a sublease, handling agreement, or a combination thereof, mutually agreed upon by the parties
and subject to the Director’s approval.

C. Nothmg contained in this Agreement nor the rights conferred herein shall
prevent or prohibit the entering into of inter-airline agreements between Airline and other Air
Carriers authorized to operate into and out of the Airport; provided, however, that any
agreements between Airline and another Air Carrier providing for the shared use of any of the
facilities in the Excluswe Use Space leased to Airline shall be approved in writing by the
Director. .

D. During any use of Adrline’s facilities by another Air Carrier at City’s request
pursuant to this Section, Airline shall thereupon be relieved of any obligation under this
Agreement to indemnify and save harmless Clty and City Entities with regard to any claim for
damages or personal injury arising out of or in connection with said accommodated Air Carrier’s
use of the Demised Premises unless proximately caused by the sole negligenceé of Airline or any . .
Airline Entity that has come upon the Demised Premises in connection with Airline’s occupancy
" hereunder. The City shall, however, require such indemnification from such other Air Carrier.

Section 208 _Environmental Sustab:talﬁlitv Measures. From time to time, City may adopt
certain environmental sustainability measures to minimize the environmental footprint of Airport
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operations. Air Carriers operating at the Airport may also puxsue various sustainability .
measures. Clty encourages such initiatives and from time to time may call upon Airline to
cooperate with City where practicable in implementing sustainability measures that impact
Airline operations such as tenant improvements to Leadership in Energy and Environmental
Design (LEED) Silver or better standards, energy and water conservation, solid waste reduction
and recycling, electrification of ground services equipment, maximizing the use of
preconditioned air, or single engine taxiing, provided that such sustainability measures are
lawful. Airline shall agree to implement sustainability measures as required to meet City, State
and federal regulations.

Section 209 Equipment, Maintenange and Operating’ A greements.

. A. Domestic Tepminals.

: @ City-owned passenger loading bridges and baggage handling
systems. Airline will be responsible for equipment maintenance functions on City-owned
baggage handling systerus, including high-tech maintenance, and passenger loading bridges at
Preferential Use Gates either directly through Airline’s employees or through one or more
Terminal Companies. City will be responsible for ‘equipment maintenance functions on City-

_owned passenger loading bridges at Commmon Use Gates. :

(i)  Other City-owned equipment and systems. City will be

~ responsible for equipment maintenance fimctions on certain other City-owned equipment and’
systems utilized by Airline, including but not limited to, centralized baggage handling system
monitoring and control systems related to exploswe detection equipment, preconditioned air, and
400Hz ground power.

B. International Terminal.

® City-owned passenger loading bridges and baggage handling
systems. Airline will be responsible for equipment maintenance functions on City-owned
passenger loading bridges and baggage handling systems either directly through Airline’s
employees or through one or more Terminal Companies. Airline will not be responsible for
equipment maintenance fumctions on City-owned equlpment described in Subsection (ii) below
unless otherwise agreed to by the parties. .

(1) . Other Citv—o'wned equijment and systems. Unless otherwise
agreed to by the parties, City will be responsible for equipment maintenance functions on certain
other City-owned equipment and systems utilized by Airline, including centralized baggage

“handling system monitoring and control systems related to explosive detection equipment,
preconditioned air, 400Hz ground power, and other equlpment owned by City as of the Effective
Date. City shall have sole discretion to retain or assign maintenance functions with respect to
new equipment acquired by City after the Effective Date upon consultation with the apphcable
Terminal Company or the Signatory Airlines operating from the IT.
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C. Maintenance Standards. All equipment maintenance functions will be subJ ect
to audit and oversight by City, and will be conducted in accordance with maintenance schedules,
record-keeping, reporting and quahty standards established by City. Airline will submit for
City’s approval a maintenance plan to meet City’s requirements. City reserves the right to
assume equipment maintenance functions for City-owned passenger loading bridges and baggage
handling systems following notice to Airline in the event, at City’s sole determination, Airline
fails to comply with maintenance standards established by City and to cure such faJlure within 90
days of City's notlce ‘

Section 210 Reloca’aon of Operations. From time to time during the Term of this Agreement,
part or all of the Demised Premises may be required (1) for implementation of improvements at
the Airport; (2) for accommodation of the traveling public; or (3) in order to maximize the use of
the Terminals and related facilities by Air Carriers (including Airline) and other tenants, lessees,
permittees, and users thereof. In said event, City shall provide at least sixty (60) days advance
written notice of the Director's decision to reallocate space in the Terminals and of the schedule
for implementation of such reallocation. Director and Airline may agree to reasonable
extensions of time necessary to accommodate said reallocation. Airline hereby agrees to comply
with any reallocation requirements. In any such reallocation, the actual, reasonable requirements
of Airline for Terminal space to accommodate its operations at the Airport shall be given
consideration. All reasonable moving costs resulting from relocation of Airline in a City-
imposed temporary reallocation of space shall be funded by City, subject to rate recovery under
Articles 4 and 5; provided, however, that if removal of all or a portion of Airline’s trade fixtures
and other movable property from the existing premises and reinstallation of the same at Airline's
new premises is possible and not unreasonable, Airline shall not be entitled to a replacement of
such fixtures or property. Notwithstanding any provision of this Section to the contrary, Airline
shall not be entitled to reimbursement for relocation of or within (a) J oint Use Space, or (b)
Preferential Use Space resulting from the annual reallocation, acceptance or I'B_] jection of Gates in
accordance with Article 3. ’ .

- Section 211 TReserved].

‘ Sectton 212 Termma’uon.

A. Termination for Cessahon of Use. Without limiting the generality of Section
1501 of this Agreement, City shall have the right to terminate this Agreement if Airline ceases
‘all Revenme Aircraft Arrivals at the Airport and such cessation continues for more than thirty
(30) consecutive days. To exercise such right of termination, City shall give a termination notice
to Airline. In such event, this Agreement shall terminate on the date specified in the notice. City
shall not have the foregoing right to terminate for such cessation if such cessation is caused by a
force majeure event described in Section 1908.

B. Mid-Temm Optional Termination. Airline shall have the option to request
termination of its use of up to twenty percent (20%) of its Exclusive Use Space prior to the
expiration of this Agreement; provided, however, that such a request may only be submitted
during the period commencing July 1, 2015 through February 1, 2016. To exercise this option,
Airline shall give City ninety (90) days written notice requesting the City’s consent to such -
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termination, effective July 1, 2016. If, in-the City’s sole determination, the Exclusive Use Space
Airline intends to vacate has independent physical access and is otherwise functional and useable
* by other Air Carriers or tenants, the City shall not unreasonably withhold approval of Airline’s.
request under this Section. In case of a termination hereunder, City shall issue to Airline a Space
Change Summary Notice documenting the termination of any pomon of Airline’s Excluswe Use
Space under this Section. :

: C. Other Termination R1 ghts. Airline may termmate this Agreement as provided
in Sections 911, 912, 1510 and 1511. .

- D. Surrender of Demised Premises. All Demised Premises surrendered by .
Airline under this Section shall be subject to the provisions of Section 1601.

Section 213 Recapture of Exclusive Use Space Following Involuntary Reduction in Number
of Preferential Use Gates. If the number of Preferential Use Gates assigned to Airline is reduced
during the Term of this Agreement for any reason, City may at any time thereafter and from time
to time, after taking into account any recommendations of the RMAC, at City’s sole discretion
and upon thirty (30) days written notice to Airline, terminate Airline’s rights to use all or a
portion of Airline’s Exclusive Use Space, including, but not limited to, ticket counters and
Support Facilities, that 1s reasonably required to support the operations of other Air Carriers

" using the Preferential Use Gates no longer assigned to Airline; provided, however, that City shall
not 5o ‘terminate rights to Exclusive Use Space that, in the Director’s reasonable discretion, are
required to support Airline’s operations at Airline’s remaining Preferential Use Gate(s), if any.
In case of recapture hereunder, City shall issue to Airline a Space Change Summary Notice
documenting the recapture of any portion of Airline’s Exclusive Use Space under this Section.
Airline’s surrender of Exclusive Use Space pursuant to this Section or surrender of Preferential
Use Gates shall be subject to the terms of Section 1601 of this Agreement.

Section 214 . Recapture of Exclusive Use Space Following Rejection of Preferential Use Gates

by Airline. Whenever Airline declines to accept a Preferential Use Gate following allocation of

Gates pursuant to Section 304, City may at any time thereafter and from time to time, after

taking into account any recommendations of the RMAC, at City’s sole discretion and upon sixty

(60) days written notice to Airline, reclaim all or a portion of Airline’s Exclusive Use Space

- associated with the rejected Preferential Use Gate, including, but not hmted 1o, ticket counters
and Support Facilities, in accordance with the followmg procedure: ’

. A. Ifthere is another Slgnatory Airline that is willing to lease the reclanned
space, Adrline and the other Signatory Airline shall attempt to negotiate an agreement as to any
changes to the condition or layout of the space, any required sharing of Support Facilities such as
hallways and baggage areas, any associated costs, and any other provisions required to permit the
other Signatory Airline to use the reclaimed space for its intended purpose. ‘

B. If Airline and the other Signatory Airline cannot reach agreement on the iterns
listed above, City shall join the negotiations and attempt to mediate an agreement.
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C. If City is unable to mediate an agreement on the items listed above, the-
Airport Director shall develop a reasonable solution and notlfy both Airline and the other
Signatory Airline of the decision. ‘ .

. D. Any changes to Airline’s Demised Premises and the other Signatory Airline’s
leased space as a result of Subsections (A) through (C) above shall be documented by City
issuing a Space Change Summary Notice to Airline and the other Signatory Airline.

E. Airline shall be responsible for the cost of removing its furniture, fixtures, and
equipment from the reclaimed space and returning the reclaimed space to a tenantable condition
in accordance with the provisions of Section 1601 of this Agreement, and such reclaimed space
shall revert to the possession and control of City and may thereafter be made available by City
on a Common Use basis to other Air Carriers, or leased on an Exclusive Use or Preferentlal Use
basis to other Signatory Airlines or Airport tenants.

F. Under no circumstances shall Airline be responsible for any costs greater that
those required to vacate its furniture, fixtures, and equipment, including communications and
. utility lines, from the reclaimed space and to return the reclaimed space in the condition provided
_ in Section 214(E) above. Airline will not be responsible for any costs of extendmg utilities to
make the reclaimed space tenantable.

Section 215 Alrhne-Owned Egmpment in Demised Premlses

A. If Airline leased space in one or more of the Domestic Tenmnals prior to the
Effective Date of this Agreement, any equipment or trade fixtures (including without limitation
passenger loading bridges and baggage handling systems) owned by Airline located in such
space shall be treated as follows: :

@ If the previously leased space where such equipment or trade

fixtures aré located remains in the Demised Premises under this Agreement, City and

~ Airline agree that such equipment or trade fixtures may remain in the Demised Premises
under Airline ownership subject to the provisions of this Agreement. With respect to
such equipment or trade fixtures located at or associated with a Preferential Use Gate,
Airline hereby grants City and/or any other Air Carrier using such Gate the right to use
the Airline-owned equipment or trade fixtures located at or associated with such
Preferential Use Gate in accordance with the terms of this Agreement.

(i) If the previously leased space where such equipment or trade
fixtures are located is not included in the Demised Premises under this Agreement, the
treatment of such equipment or trade fixtures prior to the Effective Date shall be '
determined in ‘accordance with the terms of the prior lease or permit for such space,
unless City and Airline shall have made alternate arrangements.

B. Ifa Preferenﬁﬂ Use Gate previously assigned to Airline is no loﬁger agsigned
to Airline (either because Airline declines to accept such Gate during the annual allocation
process under Section 304 or for any other reason), and Airline-owned equipment or trade
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fixtures are located at or associated with such Preferential Use Gate, Airline shall remove such
equipment or trade fixtures in accordance with Section.1601 prior to surrendering such
Preferential Use Gate unless City and Airline shall have made alternate arrangements.

. Section 216 Affiliate Airlines. A Signatory Airline may designate one or more Affiliate
Airlines by submitting documentation sufficient to demonstrate to the satisfaction of the Director
that the conditions of this Section have been met. ‘Each Affiliate Airline shall execute an
agreement with City substantially in the form of an Operating Permit prior to operating at the
Airport. Airline shall provide City with thirty (30) days prior written notice before designating
an Affiliate Airline. This Agreement and such written notice shall constitute an agreement by
Airline to guarantee and be responsible for performing all obligations hereunder on behalf of its
Affiliate Airline(s), including, without limitation, all reporting obligations, and paying all
" amounts to be due to City from Affiliate Airline under this Agreement. If an Air Carrier is an
Affiliate Airline of more than one Signatory Airline, the guaranty of each such Signatory Airline
shall include only the payment and reporting obligations in connection with the flight operations
" of the Affiliate-Airline related to such Signatory Airline. Airline’s designation of any Affiliate
Airline shall be subject to City’s approval, which approval shall not be unreasonably withheld
provided that Airline has notified City in the manner required above. Airline shall provide City
with thirty (30) days prior written notice before the cancellation or modification of any
designation of an Affiliate Airline. Regardless of the timing of any such written notice, an
Affiliate Airline’s status shall terminate automatically at such time as the Affiliate Airline ceases -
to satisfy the criteria that allowed it to qualify as an Affiliate Airline hereunder. An Affiliate
Airline shall have no Majority-in-Interest voting rights, but shall be inchided with its Signatory
Airline’s Revenue Aircraft Armrivals for purposes of determining a Majority-in-Interest.

. ARTICLE 3. ASSIGNMENT AND USE OF COMMON USE FACILITIES AND
PREFERENTIAL USE GATES

Section 301 No Exclusive Use Gates. Gates will be leased to Signatory Airlines as

Preferential Use Gates or Joint Use Gates, or will be made available by City for use by an Air

Carmier, including a Signatory Airline, as a Common Use Gate. No Gates will be leased or

. permitted to any Air Carrier on an Exclusive Use basis. Use of any Gate shall, at all times, be

subJect to the Gate Management Protocols applicable to such Gate. As of July 1, 2011, all Gates -
in the DT are Preferential Use Gates or Common Use Gates, and all Gates in the IT are Joint Use

" Gates and/or Common Use Gates. City reserves the right to remove Gates from active use, '

following consultation with the RMAC and SFAAAC. :

Section 302 Resource Management Adv1sorv Committee. The Director shall establish a
committee composed of three (3) representahves designated by City and three (3) representatives
of the Signatory Airlines designated by the SFAAAC (the “Resource Management Advisory
Committee” or “RMAC”) to review and make recommendations to City about the numbers of
Gates to be reserved for use as Common Use Gates during any Fiscal Year and about the
locations within the Terminals of Common Use Gates and Preferential Use Gates. The RMAC
shall consider both the operational efficiency from the perspectives of City, the Signatory
Airlines and any non-Signatory Airlines, and the customer service implications of its
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recommendations. The final recommendations of the RMAC shall be adwsory only, and all final
determinations shall be made by the Director in the Director’s sole discretion.

Section 303 Anmual Determination by the City of the Total Number of Common Use Gates.

: A. No later than October 1, 2010 and October 1 of each year thereafter, City shall
present to the RMAC for review and discussion a preliminary plan indicating the number of
Gates in each Terminal proposed to be reserved for use as Common Use Gates in the following
Fiscal Year. The Director shall have sole discretion, after taking into consideration any
recommendations by the RMAC, to determine the total number of Gates to be reserved as
Common Use Gates effective July 1, 2011 and Iuly 1 of each Fiscal Year thereafter during the
Term. Gates other than Joint Use Gates remaining available for use after such determination
shall be offered by City to Signatory Airlines for use as Preferential Use Gates to be allocated in
accordance with Section 304. City shall notify in writing all Signatory Airlines, including '
Airline, of its determination with respect to Common Use Gates no later than December 1, 2010
and December 1 of each Fiscal Year thereafter during the Term. Any Gate first becoming
available for use after July 1 of each Fiscal Year shall be reserved for use as a Common Use
. Gate for the remainder of that Fiscal Year unless, after taking into consideration any
recommendation of the RMAC, the Director, in the Director’s sole discretion, designates the
Gate as a Joint Use Gate or assigns it to a Signatory Airline as a Preferential Use Gate.

B. Notwithstanding Section 303(A) above, the Director’s initial determination of
the number of Common Use Gates in ail DT under Section 303(A) shall not exceed ten percent
(10%) of the total number of DT Gates. ‘This limitation shall not prevent the Director from
designating additional Gates for Cornmon Use in accordance with the last sentence of Section
303(A), or followmg rejection-of such Gates by all eligible Signatory Airlines under Section
304(F).

C. If at any time the Director determines that a certain number of Gates in the IT
are to be reserved for use as Common Use Gates, the Director may designate specific Gates for
such use or may make the determination without reference to specific Gates, thereby allowing
greater ﬂexﬂnhty in the da11y utlhzatlon of IT Gates in accordance with the IT Gate Management
Protocols.

Section 304  Annual Determination of the Number and Locations of Preferential Use Gates to
be offered to the Signatory Airlines. After determination by City of the total number of
Common Use Gates pursuant to Section 303, City shall apply the following methodology (as
illustrated in Exhibit J-2)-to determine the total number of Preferential Use Gates that will be
offered to each Signatory Airline, including Airline, dunng each Fiscal Year, effective July 1,
2011 and July 1 of each F' 1sca1 YeaI thereafter:

A. The City shall first divide the number of Scheduled Seats for Airline,
including its Affiliate Airline(s), by the total number of Scheduled Seats for all Signatory
Alrlines to determine Alrlme s percentage share of all Scheduled Seats (“Scheduled Seats
Percentage™). . .
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B. The City shall calculate the number of Preferential Use Gates to be offered to
Airline by multiplying Airline’s Scheduled Seats Percentage by the total number of Gates to be
made available for Preferential Use, rounding the product to the nearest whole number; provided,
however, that a product less than 0.5 shall not be eligible for rounding under this Subsection.

‘ C. If as a result of rounding, the total number of Preferential Use Gates to be
offered to all Signatory Airlines as computed in Section 304(B) is less than the total number of
Gates available for Preferential Use as determined nnder Section 303, City shall allocate such
remaining Preferential Use Gates to Signatory Airlines based on the unrounded results of the
computations under Section 304(B). The remaining Preferential Use Gates shall be allocated in
priority order by first increasing by one (1) the number of Preferential Use Gates to be offered to
the Signatory Airline whose unrounded product is nearest to 0.5 without equaling or exceeding
0.5 and next proceeding to increase by one (1) the number of Preferential Use Gates to be offered
to the Signatory Airline whose unrounded product is second nearest to 0.5 without equaling or
exceeding 0.5 and so on until the total number of Preferential Use Gates to be made available to
all Slgnatory Airlines by City is reached. .

D. Ifas aresult of roundmg, the total number of Preferentlal Use Gates to be
offered to all Signatory Airlines as computed in Section 304(B) exceeds the total number of
Preferential Use Gates as determined under Section 303, City shall reduce the number of
calculated Preferential Use Gates to be offered to Signatory Airlines based on the unrounded
results of the compiuitations under Section 304(B). The number of over-allocated Preferential
Use Gates shall be reduced in priority order by first reducing by one (1) the number of allocated
Preferential Use Gates to the Signatory Airline whose unrounded Section 304(B) product is
nearest to 0.5 without being less than 0.5 and next proceeding to reduce by one (1) the number of
Preferential Use Gates to be offered to the Signatory Airline whose unrounded Section 304(B)
product is second nearest 0.5 without being less than 0.5 and so on umtil the total mumber of -
Preferential Use Gates to be made available to all Signatory Airlines by City is reached.

E. No later than December 1, 2010 and December 1 of each Fiscal Year

. thereafter during the Term, City shall provide written notice to all Signatory Airlines, including
Airline, of its annual determination of Preferential Use Gates under this Section and shall offer
each Signatory Airline the opportunity to be allocated the number of Preferential Use Gates
indicated by these calculations. Each Signatory Airline shall provide written notice to City no
later than February 1 of each Fiscal Year during the Term either accepting or rejecting any or all
of the Gates offered to it by City for Preferential Use. The fo]lowmg provisions shall apply to
rejected Gates:

i) - Ifa Slgnatory Airline does not accept the allocation of 2
Preferentlal Use Gate by February 1 of each Fiscal Year, the Signatory Airline rejecting such
Gate may request the City to allocate such Preferential Use Gate to another Signatory Airline if,
within the acceptance period, the following two conditions are met: (a) the Signatory Airline
rejecting the Preferential Use Gate has a written handling agreement with the Signatory Airline
accepting allocation of the rejected Preferential Use Gate, and (b) the Signatory Airline accepting
allocation of the rejected Preferential Use Gate demonstrates to the City’s satisfaction that it
needs the rejected Preferential Use Gate reasonably to accommodate the rejecting Signatory
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Airline’s flights, in which case the Gate shall be allocated to that other Signatory Airline as a

Preferential Use Gate. Alternatively, if any Signatory Airline does not accept the allocation of a

Preferential Use Gate, City may elect to reallocate such Gate to another Signatory Airline if City

determines the number of Common Use Gates determined in Section 303 is adequate to

accommodate all Air Carrier operations needing to use Gates at the Airport. The City may

reallocate such Gates until all Gates available for use as Preferential Use Gates are allocated to
Signatory Airlines or rejected for use as Preferential Use Gates.

F. Any Gate rejected for allocation during a Fiscal Year as a Preferential Use
Gate by all eligible Signatory Airlines may be deactivated or used during such Fiscal Year as
City sees fit, including, without limitation, as 2 Common Use Gate. Only Gates leased to a
Signatory Airline as a Preferential Use Gate or Joint Use Gate in such Fiscal Year and included
as part of its Demised Premises for such Fiscal Year are included in the determination of Airline
Leased Space for the Fiscal Year. '

~ G. The City shall, in its sole discretion, determine the locations of any
Preferential Use Gates to be offered to a Signatory Airline, after taking into consideration the
compatibility of such Signatory Airline’s aircraft with the Gate being assigned and the
desirability of assigning contiguous Gates within the same Terminal for Preferential Use by any
given Signatory Airline and muinimizing the frequency of changes in the locations of Preferential
Use Gates as well as any recommendations by the RMAC. By March 1, 2011 and March 1 of
each Fiscal Year thereafter during the Term, City shall provide Signatory Airlines, including
Airline, notice of the assignmeénts of Preferential Use Gates and the locations of Common Use
Gates, to be effective July 1, 2011 and July 1 of each Fiscal Year thereafter. Such notice shall be
deemed to update Exhibit D hereto without the need for an amendment of this Agreement.

Section 305 City Scheduling Rights at Preferential Use Gates.

A. The City shall have the right, upon reasonable notice to Airline, to schedule
arrivals and departures by a Requesting Airline at a Preferential Use Gate at all periods of time.
other than Airline’s Periods of Use of that assigned Preferential Use Gate. In accommodating
- City in its right to schedule such operations at a Preferential Use Gate, Airline shall allow and
provide for use of its facilities or equipment (not including ground service equipment) at the
Preferential Use Gate or permitted use of City equipment and podiums as may be required for the
efficient use of the Preferential Use Gate by a Requesting Airline. The City shall first, whenever
it is practical to do so, consider the availability of Commmon Use Gates and any recommendations
by the RMAC before schedu]mg Requesting Airline arrivals and departures at any Preferential
Use Gate. Notwithstanding the foregoing and any other provision of this Article.3, City shall
have the nght, upon reasonable notice to Airline, to accommodate arrivals and departures bya
Requesting Airline at a Preferential Use Gate during Airline’s Periods of Use of that Preferential
Use Gate if Airline is not utilizing the Preferential Use Gate during the Period of Use for a
. Scheduled Operation. If an amival or departure of Airline that would have utilized one of

Alrline’s Preferential Use Gates is early or late and Airline is prevented from utilizing any of its
Preferential Use Gates because they are already being utilized by Requesting Airlines, City shall,
whenever possible, accommodate Airline’s arrival or departure on a Common Use Gate at no

-27-

China Southern Airlines Company Itd
2011 Lease and Use Agreement

1461



additional charge to Airline for its use of the Common Use Gate, and Alrhne shall continue to be
entitled to the credit referenced in Section 306.

'B. Airline shall have no scheduling preference during a Period of Use at its
Preferential Use Gates under this Article 3 for any operation other than a Scheduled Operation.

Section 306  Charges for Use of Preferential Use Gate by Another Air Carrier. Any
Requesting Airline that is accommodated at any of Airline’s Preferential Use Gates shall be
required to pay City the same charges for use of the Preferential Use Gate that it would have
been required to pay for use of a Common Use Gate. The City shall provide a credit to Airline
for one-half of the amount of any such Gate-use payment. '

Section 307 _ Gate Accommodation Conditions. As a condition of accommodatlon on any of
Airline’s Preferential Use Gates, the Requesting Airline sha]l have executed an agreement with
City that is substantially in the form of the Lease and Use Agreement or an Operating Permit, as
applicable, through which the Requesting Airline is bound by insurance and indemnification
_ obligations that are substantially similar to the obligations set forth herein. These insurance and
- indemnification obligations shall inure to the benefit of the Airline as a third-party beneficiary
for any period of accommodation, and Airline shall not be required to accommodate a
Requesting Airline at its Preferential Use Gates if the Requesting Airline’s msurance and
mdemmﬁcahon obligations are not satisfied.

. Section 308  City’s Control of Common Use Gates, Ticket Counters and Support Facilities.
The City shall retain exclusive control of the use of all Common Use Gates, Common Use Ticket
Counters and Common Use Support Facilities, provided that Common Use facilities in the IT
shall be managed and scheduled by the applicable Terminal Company in accordance with the
applicable Gate and Ticket Counter Management Protocols.

Section 309  Imitial Determination by City of Common Use Ticket Counters and Support
Facilities.

A. Airline acknowledges that as of the Effective Date, City has identified the
‘ticket counters and Support Facilities to be designated for Common Use described on the
attached Exblblt B. '

B. During the Term, if in the Director’s reasonable discretion an adjustment to
the location or number of Common Use Ticket Counters and Common Use Support Facilities
would be desirable, the Director may designate for Common Use additional ticket counters and
Support Facilities. The Director may also change ticket counters and Support Facilities from
Common Use to ¥ omt Use or Exclusive Use for lease to S1gnatory Airlines.

Section 310 _ Charges for Common Use Gates, Ticket Comters and Support Facilities. City
shall determine the fees for the use of Common Use Gates, Common Use Ticket Counters and
Common Use Support Facilities as part of its annual determination of Airport fees.
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Section 311  Shared Use Equipment. The City reserves the right to install Shared Use
Equipment at all Commmon Use and Joint Use Gates. and Ticket Counters on a position-by-
position basis. Airline shall remove any of its computer equipment installed at a Common Use
or Joint Use Gate or Ticket Counter upon thirty (30) days written notice from Director. Any
such removal of computer equipment installed by Airline during the Term of this Agreement
shall be subject to the provisions of Section 1601.

Section 312 _ Self-Service Devices. Airline may only install proprietary self-service devices for
passenger processing at ticket counters within Airline’s Exclusive Use Space, which installation
shall be subject to the Director’s approval. Airline shall remove any proprietary self-service
devices built within such ticket counters when those counter spaces are later surrendered by
Airline or reclaimed by City in accordance with Sections 212, 213 or 214. Any removal of self-
service devices installed during the Term of this Agreement shall be subject to the provisions of
Section 1601 hereof. All freestanding self-service devices will be considered on a case by case-
basis, at the Director's sole discretion, including requests to install proprietary freestanding self-
service devices in a Domestic Terminal adjacent to Exclusive Use Space or at 2 Preferential Use
Gate. Requests by a domestic Air Carrier to install proprietary freestanding self-service devices
in the IT at dedicated checlk-in positions in a dedicated ticket aisle (i.e. operated solely by such
Air Carrier) will be considered on a case by case basis, at the Directofs sole-discretion.

ARTICLE 4. RENTALS AND FEES

Section 401 Reports and Pavmcnts AJIlme and City shall deliver the reports and notices
regarding Ajrline Rates and Charges as set forth below, and Airline shall pay to City, without
demand or notice other than any invoices provided by City hereunder, and without deductions or
set-off, for the use of all premises and facilities, easements, rights, licenses and privileges
granted hereunder, the following rentals, fees and charges during the Term hereof:

A. Notice of Rates and Charges. Not later than s:xty (60) days prior to the :

'begmmng of each Fiscal Year on July 1, City shall transmit to Airline a notice of the proposed

rates and charges for said Fiscal Year. Within ten (10) days following the Commission's

. approval of the final rates and charges for the Fiscal Year, City shall transmit to Airline a notice

of such final rates and charges for the ensuing Fiscal Year.

B. Pavment of Rentals. Airline shall render payment of Terminal Area Rentals

‘not later than the first day of each month for which they are due or shall be due, without demand

or invoice.

C. Monthly Activity Reports; Payment of Landiﬁg and Other Fees.

® Airline shall, within fifteen (15) days following the end of each
calendar month, transmit to City separate Activity Reports for itself and each of its Affiliate
Airlines certifying for said month (1) the data necessary, including actual Revenue Aircraft
Arrivals by type of equipment, to calculate the amount of Landing Fees incurred by Airline and
its Affiliate Airlines during such month, (2) the number of enplaned and deplaned revenue and
non-revenue passengers for Airline and its Affiliate Airlines, (3) the data on actual enplaned and
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deplaned cargo by cargo type for Airline and its Affiliate Airlines, (4) the data necessary on
actual jet bridge usage activity to calculate the amount of jet bridge usage fees incurred by
Airline and its Affiliate Airlines, (5) any other information required by the Joint Use Formulas
applicable to Airline and its Affiliate Airlines, (6) other required Billing and Operational -
Information, and (7) data required to calculate the projection of Non-Airline Revenues necessary
for determining airline reqmred revenue, the analysis and forecasting of air traffic, and Airport
performance metrics.

(i)  In accordance with Sections 403 and 503, Airline shall calculate
. such Landing Fees incurred during said month and:shall pay such amount on behalf of itself and
" its Affiliate Airlines within fifteen (15) days after the end of each calendar month, without ,
demand or invoice from City, at the same time it submits the Activity Report. The acceptance by
City of any such payment shall not prechude City from questioning the accuracy of Airline’s
Activity Report submitted to City as provided herein and upon which the Landing Fees are
based.

D. Failure to Transmit Activity Report. In the event that Airline fails to transmit
to City the Activity Report with data necessary to calculate the amount of Landing Fees incurred
by Airline and its Affiliate Airlines during said month, City shall compute and bill Landing Fees
. based upon data available as though the Revenue Aircraft Arrivals and other data were the same
as during the highest month in the immediately preceding Fiscal Year or in the current Fiscal
Year, whichever is higher. After receipt of the delinquent Activity Report from Airline, City
shall recalculate Landing Fees for the month-in question based upon the Activity Report. If the
actual Landing Fees are higher than the Landing Fees paid by Airline, the deficiency shall be

- billed by City to Airline, as applicable. Ifthe actual Landing Fees are less than the Landing Fees
paid by Airline, the excess shall be credited by City to Airline. In the event that Ajrline fails to
deliver the Activity Report when due, Airline’s proportionate share of fees and charges, where
applicable under this Agreement, may be determined at the option of City as though the number
of passengers or level of usage were the same as during the highest month during the
immediately preceding Fiscal Year or in the current Fiscal Year, whichever is higher. -

E. Electronic Reporting, Billing and Payment Systems. City may elect to
implement one or more electronic reporting, billing and/or payment systems to collect Airport
activity information, disseminate billing information and process payments as an alternative to
the methods described above. If City elects to utilize any such systems during the Term of this
Agreement, Airline shall make every reasonable effort to comply with the requirements
applicable thereto. Airline shall continue to provide Activity Reports and payments as described
above until such time as Alrhne commences use of any such electronic systems as implemented

by City.

Sechon 402 Rent and Usage Fees

A. Asto all Exclusive Use Space and Preferential Use Space from and after the
Effective Date, Airline shall pay to City on a monthly basis as rental for such space, the product
- of the number of square feet comprising such space and the rate in effect from time to time for -
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the Space Cﬁtegory comprising such space, as designated in Section 502(D). With respect to
rent for Preferential Use Gates (i.e. holdrooms), please see Section 402(C) below.

_ B. Airline’s Space Categories and 'square footage designated as “T”, “II”, “II”,
“TV” and “V™ are assigned relatlve weighting values as described in Section 502(D) and are
shown on Exhibit D.

C. The square footage of Preferential Use Gate space shall be based on an -
average square footage for Preferential Use Gates derived from the total demised square footage
of Preferential Use Gates accepted by Signatory Airlines in each boarding area divided by the
total number of Preferential Use Gates accepted by Signatory Airlines in each boarding area.
Airline’s Preferential Use Gate square footage for purposes of rental payments under Section
402(A) shall be based on the product of the Preferential Use Gate average square footage for
each boarding area and the number of Preferentizl Use Gates accepted by Airline in each such’
boarding areas under Article 3. The Preferential Use Gate average square footage for each
boarding area and Airline’s Preferential Use Gate square footage shall be reviewed and, if
required, adjusted each Fiscal Year in accordance with Gate assignments under Axticle 3.

D. Airline acknowledges and agrees that the rental rate for all Demised Premises
is subject to adjustment from time to time based on changes to the Airport’s rates and charges.
For illustrative purposes, the attached Exhibit K describes the rent amounts applicable to
Airline’s Exclusive Use Space, Joint Use Space and Preferential Use Space as of the execution
date of this Agreethent.

E. Asto all Joint Use Space Airline shall pay to City on a monthly basis as
Iental for such space its proportionate share according to the apphcable Joint Use Formula of the
category rent applicable to such area.

F. Should Airline be allowed by City to make use of a Common Use Gate, a
Common Use Ticket Counter, or Common Use Support Facilities, Airline shall pay to City,
.when invoiced by City for such use, the applicable use charges in effect at the time of such use,
as determined by the City in accordance with Exhibit F. City reserves the right to modify the
calculation of Common Use fees from txme to time following consultatlon with the Slgnatory
Airlines. - : :

Section 403 _Landing Fees. From and after the Effective Date, with respect to each month,
Airline shall pay the sum of the Landing Fees applicable to each Revenue Aircraft Arrival of
Aitline and its Affiliate Airlines that occurred in such month. With respect to each Revenue
Aircraft Arrival, the Landing Fees shall equal the higher of (i) the product of the Maximum
Landing Weight for a Revenue Aircraft Arrival and the Landing Fee Rate; or (ii) the minimum
landing fee for a Reverme Aircraft Arrival established by City from time to time. -

Section 404 _Payment for Utilities.

. A. Until July 1, 2013, charges to Airline for direct use electric power shall be
caloulated in accordance with the terms and provisions of the Stipulated Judgment entered into
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by and between Trans World Airlines, Inc., American Airlines, Inc., United Airlines, Inc. and
City dated as of September 14, 1982, in Civil Action Nos. C-76-1386 RPA, C-76-1387 RPA and
C-76-1388 RPA, United States District Court for the Northern District of California, which is
incorporated herein by this reference. Such terms and provisions shall govern such calculations
notwithstanding any portion of said Stipulated Judgment that might be construed to the contrary.
On July 2, 2013, following the expiration of the Stipulated Tudgment referenced above, the City
reserves the right to continue providing electricity to Airline and other Airport tenants, and to
charge legally established rates for such service.

B. City reserves the right to continue providing Airline and other Airport tepants
with utility services, including gas, water, sewer, Information and Communications Technology,
Shared Use Equipment, rubbish removal and other utilities and services, including, but not
limited to, new technology-related sérvices as provided in Section 803, and to charge Airline and
other Airport tenants legally established rates for such uhhhes and services. :

Section 405 _ Other Fees. City reserves the right to estabhsh, modify and assess ﬁom time to
time, and Airline agrees to pay, reasonable charges for the use of additional City-provided
facilities, equipment and services including, but not limited to:

A. Use of Common Use Gates Ticket Counters and Support Facilities calculated
as described below and illustrated in Exhibit F:

@) The Common Use fee end .any fees determined under Subsection
(A)(iti) for any Air Carrier shall be recalculated as provided in Section 310.

(i) Narrow—body aircraft shall be charged 100% of the Common Use
fee and W1de—body aircraft shall be charged 115% of the Common Use fee.

(i) Common Use fee revenue resulting from use of Common Use
Gates in the IT shall be apphed equally between Joint Use Space in the IT and any Terminal
‘Company providing services in the IT, or as otherwise agreed between City and such Términal
Company. If no Terminal Company is providing services in the IT, such revenues shall be
applied entirely to Joint Use Space in the IT. '

B. Use of City-ownéd loading bridgeé and related equipment not being charged
for through Corumon Use Gate fees, if applicable.

.. C. Use of other specialized Terminal Area equipment.
D. Useof designated aircraft parking sites.

E. Use of designated employee parkmu facilities by Airline’s employees at rates
established from time to time by City.

F. Terminal Area cleaning and other specialized services requested by Airline or
permitted under this Agreement.
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G. Security and personnqi identification badges for Airline’s personnel.

H. Office services, such as facsimile, pﬁotocopying, or telephone provided by
City. Charges for these services shall be at the rates that City customarily charges for such
services. ’

Section 406 Payment Details. All payments hereunder shall be paid at the office of Director,
or at such other place as Director may from time to time designate in writing. All amounts shall
be paid in lawful money of the United States, free from all claims, demands, set-offs, or
counterclaims of any kind. Any amounts not paid when due shall be subject to a service charge
equal to the lesser of the rate of one and one half percent (1.5%) per month and the maximum
rate permitted by law. Acceptance of any service charge shall not constitute a waiver of
Airline’s default on the overdue amount or prevent City from exerc1sm0 any of the other rights
and remedies available to City.

Section 407 ~_ Prepayment of Terminal Area Rentals/Landing Fees. Notwithstanding anythihg
to the contrary herein, in the event Airline shail fail to pay any amount, incliding Terminal Area
Rentals and Landing Fees when due hereunder (whether for itself or its Affiliate Airlines),
Director shall have the right to require Airline to pay estimated Terminal Area Rentals, Landing
Fees, and all other amounts due hereunder in advance of the month during which the same shall
accrue. For Landing Fees and other fees based on nsage, prepayment shall be based on the
‘highest previous fees charged to Airline in the previous 12 months. The Director may exercise
such right by giving written notice to Airline at any time after such default by Airline, regardless

.. of whether the same is cured by Airline.

Section 408 Accounting. Airline shall maintain separate and accurate daily records of
Airline’s operations hereunder for a period of five (5) years, 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.
All such books and records shall be kept in accordance with- generally accepted accounting
principles, consistently apphed, showing in detail all business done or transacted in, on, about or
from or pertaining to the Airport. Upon Director’s written request, Airline shall make available -
immediately to City and/or its auditors any and all books, records and accounts pertaining to its
operatlons under this Agreement.

ARTICLE 5. ADJU STN[ENT OF AIRLINE RATES AND CHARGES

Section 501 Periodic Review. The Terminal Area Rentals and Landing Fees set forth in
Article 4 shall be re-examined and re-adjusted annually in accordance with the provisions of this
Article 5.

Section 502 Method of Adjusting Terminal Area Rentals. Not less than ninety (90) days
before the end of the then-current Fiscal Year, Airline shall submit to City in writing any
proposed additions to its Demised Premises for the ensuing Fiscal Year. Likewise, not less than
ninety (90) days before the end of the then-current Fiscal Year, City shall submit in writing to the
Signatory Airlines its budgetary forecast for the Terminal Area, Groundside Area and Utilities

. Area for the ensuing Fiscal Year. From such data and consistent with the Airport Cost
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Accoun‘ang System, Clty shall calculate the proposed Terminal Area Rentals for each Space
Category for the ensuing Fiscal Year and shall forward such proposed Terminal Area Rental
calculations to the Signatory Airlines not less than sixty (60) days before the end of the then-
current Fiscal Year. City and Airline agree that in calculating Terminal Area Rentals for each
Space Category, City shall comply with the following basic methods:

A. Calculaﬁon of Annual Basic Rentals:

® City shall calculate the estimated total annual Terminal Area costs
(the “Términal Area Expenses”) in accordance with the Airport Cost Accounting System
illustrated in Exhibit O, including the estimated Annual Seivice Payment derived in accordance
with Section 502(B).

(i) .IfCity estimates a deficit or sufplus' in Section 505, City shall
include the allocable portion of that deficit or surplus as an addition to Termmal Area Expenses
for the ensuing Fiscal Year.

, - ‘ 7
@)  City shall divide the estimated total Terminal Area Expenses, as

calculated in Subsections (A)(i) through (A)(ii), by the Gross Terminal Space in the. Terminal

Area to arrive at City’s estimated Basic Rate per square foot for all Terminal Area Space.

(iv)  City shall determuine the aggregate Basic Rentals payable by the
Signatory Airlines, including Airline, for Exclusive Use Space, Joint Use Space, or Preferential
Use Space by multiplying City’s estimated Basic Rate for all Terminal Area Space by the Airline
‘ Leased Space. :

B. Calculaﬁqn of Annual Service Payment:

(1)  Ineach Fiscal Year during the Term of this Agreement, City shall
include, as an item of expense in the budgetary forecast of Terminal Area Expenses, an amount
equal to fifteen percent (15%) of forecasted Concession Revenues to fully compensate City for
all indirect services, management and facilities provided by City in the operation of the Airport.

(1))  Inthe event that fifteen percent (15%) of Concession Revenues
does not generate five million dollars ($5,000,000) in any Fiscal Year, the Signatory Airlines,
including Airline, agree that City may include, as an item of expense in the budgetary forecast of
Terminal Area Expenses for the ensuing Fiscal Year, an amount equal to the difference between
fifteen percent (15%) of Concession Revenues and five million dollars ($5,000,000).

C. Calculation of Rental Surcharge (Basic Rental Adjustment):

e - City shall determine its cost of the Public Space by muitiplying the -
Basic Rate per square foot, arrived at in Subsection (A)(m) of this Section, by the amount of
Public Space in the Terminal Area.

(i)  City shall compute revenues from all sources in the Terminal Area,
other than the Basic Rentals to be paid by the Signatory Airlines, including Airline, pmsuant to
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Subsection (A)(iv) of this Section, in accordance with the Airport Cost Accounting System
iltustrated in Exhibit O. '

(i) City shall also calculate any excess of revenués over expenses or
any excess of expenses over revenues forecasted to result from its operation of the Groundside
Area. Any net expense forecasted from operation of the Groundside Area shall be included in a
surcharge calculation under Subsection(C). Any net revenues forecasted from operation of the
Groundside Area shall be applied to the calculation of the Landing Fees as specified in
Subsections of Section 503. In calculating net revenues or net expenses in the Groundside Area,
revenues from parking facilities shall be applied to pay the following in the order specified: (1)
parking facility expenses; (2) debt service allocable to parking facilities; (3) other Groundside
Area expenses; (4) other Groundside Area debt service; and (5) the Annual Service Payment.

_ (iv)  To the extent that the expenses in Subsection (C)(i) exceed the
revenues in Subsection (C)(i1), a surcharge (the “Rental Surcharge™) will result. The Signatory
Airlines, including Airline, shall pay fifty percent (50%) of the Rental Surcharge in the form of a
“Terminal Area Rental Surcharge.” The remaining fifty percent (50%) of the Rental Surcharge
shall be pald by the Signatory Airlines, mcludmg Airline, as a “Landing Fee Surcharge” duting
the ensuing Fiscal Year.

(v)  Ifthe netrevenues in Subsection (C)(ii) exceed the expenses in
Subsection (C)(l) a “Basic Rental Adjustment” will result. The Basic Rental Adjustment will be
credited 100% to the Signatory Airlines, including Airline, as a reduction of their Basic Rentals
as calculated in Subsections (A)(i) through (iv), above.

D. The sum of the Basic Rentals and the Terminal Area Rental Surcharge (or the
Basic Rental Adjustment), bereinafter referred to as “Terminal Area Rentals,” paid by all
Signatory Airlines for Airline Leased Space, shall be converted to specific “Terminal Rental
Rates” for the five (5) Space Categories as shown below:

Category Funcﬁoﬁ - o " Relative Value

I Ticket Counters - ) 1.00
- Holdrooms '
Service Counters and Kiosks

I~ VIP Clubs and Lounges 75
Baggage Claim Lobbies
Baggage Service Offices
Curbside Check-in :
Other Enclosed Space Departure Level and above

I Other Enclosed Space Arrivals Level and below 50
Non-Public Offices and Other Enclosed Areas
Arrivals Level and below
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v InBound/ Outbound Baggage 25
Equipment Rooms

V . Other Unenclosed space ' ' .10
Covered Area —Ramp Level

For any given Fiscal Year, the Terminal Rental Rates for the Airline Leased Space square
footage shall be calculated as illustrated in Exhibit O.

E. Notwithstanding any other provision hereof, if, at any time during any Fiscal
Year, the actual expenses (including debt service) in the Terminal Area and Groundside Area are
projected by City to exceed by ten percent (10%) or more, for such Fiscal Year, the actual
revenues in the Terminal Area and Groundside Area, Commission may increase the Terminal
Area Rentals, after using commercially reasonable efforts to reduce expenses and upon sixty (60)
days’ notice to, and in consultation with, the Signatory Airlines, including Airline. The
Signatory Airlines, including Airline, shall pay such additional rentals or such lesser amounts
which shall equal such projected deficiency for the remaining months of the then-current Fiscal
Year.

Section 503 Method of Adjusting Landing Fees. Not less than ninety (90) days before the end
of the then-current Fiscal Year, each Signatory Airline (including its Affiliate Airlines) shall
subrmit to City in writing its landed weight forecast for the ensuing Fiscal Year. Not less than
ninety (90) days prior to the end of the then-current Fiscal Year, City shall submit in writing to . .
the Signatory Airlines its budgetary forecast for the Airfield Area, Airport Support Area,
Groundside Area, Terminal Area, Utilities Area and West of Bayshore Area (as provided in
Article 6 hereof) for the ensning Fiscal Year. From such data and consistent with the Airport
Cost Accounting System, City shall compute the Landing Fee Rate for the ensuing Fiscal Year
and shall forward such computations to the Signatory Airlines not less than sixty (60) days
before the end of the then-current Fiscal Year. City and Airline agree that the Landing Fee Rate
shall be computed in accordance with the following basic methods:

A. City shall compute the revenues forecast to be received from all sources other
than the Signatory Airlines under this Agreement from the Airfield Area, and the total expenses
1o be incurred in the Airfield Area. The excess, if any, of such expenses over such revenues -
(“Airfield Area Net Expense™) shall be the basic cost element in the determination of Basic -
Landing Fees to be paid by the Signatory Airlines, including Airline, in the ensuing Fiscal Year.

B. City shall compute the pIOJected revenues to be received and expenses to be
incurred in the Airport Support Area in the ensuing Fiscal Year. The excess of such expenses
over such revenues or any excess of such revenues over such expenses shall be included in the

- computations as an addition to or reduction of Anﬁeld Area Net Expense.

C. IfClty estimates a deficit or surplus in Section 505, City shall mclude the
allocable portion of deﬁc1t or surplus as an addition to Airfield Area Net Expense for the ensuing -
Fiscal Year.
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- D. Affer calculating Airfield Area Net Expense pursuant to the foregoing
Subsections of this Section, City shall divide the resulting forecast of Airfield Area Net Expense
by the composite landed weight forecast to arrive at the Basic Rate for the ensuing Fiscal Year.

E. Any netrevenue forecasted from operation of the Groundside Area pursuant
1o Section 502(C)(iii) shall be applied to the Landing Fee Surcharge in Subsection (F)

- F. IfaRental Surcharge is calculated in Subsection 502(C)(iii), then fifty percent
(50%) of such Rental Surcharge shall be collected as a Landing Fee Surcharge during the
ensuing Fiscal Year. )

G. City shall divide the resulting forecast of Landing Fee Surcharge by the
composite landed weight forecast provided by City based on information obtained from the
‘Signatory Alrhnes including Airline, to arrive at the Surcharge Rate for the ensuing Flscal Year.

H The sum of the Basic Rate and the Surcharge Rate shall equal the Landmg Fee
Rate for the ensuing Fiscal Year.

I The sum of the Basic Landing Fees and the Landing Fee Surcharge shall equal
the Landing Fees for the ensuing Fiscal Year.

I Notmthstandmg any other provision hereoﬁ if at any time during any Fiscal
Year, the actual expenses (including debt service) in the Airfield Area and Airport Support Area
are projected by City to exceed by ten percent (10%) or more, for such Fiscal Year, the actual
revenues in the Airfield Area and Airport Support Area, Commission may increase the Landing
Fees, after using commercially reasonable efforts to reduce expenses and upon sixty (60) days’
notice to, and in consultation with the Signatory Airlines, including Airline. The Signatory
Airlines, including Airline, shall pay such additional Landing Fees or such lesser amounts that
shall equal such projected deficiency for the remaining months of the then-current Fiscal Year.

K. City shall charge non-Signatory Airlines (excluding Affiliate Airlines which
shall pay the Landirig Fees avaﬂable to Signatory Airlines) a twenty-five percent (25%) premium
on Landing Fees.

Section 504 Review ofAdiusted Rentals and Fees.

A. Unless otherwise requested by a Majority-in-Interest, Director shall call a
meeting with the Signatory Airlines to be held not less than fifteen (15) nor more than thirty (30)
days after forwarding, pursuant to Sections 502 and 503, the Terminal Area Rentals and Landing
Fee Rate proposed for the ensuing Fiscal Year for the purpose of reviewing such rentals and fees
with: the Signatory Airlines. City understands and agrees that, in advance of the said meetings, it
shall make available to the Signatory Airlines any additional information reasonably requested
by them regardmg the budgetary forecasts forwarded pursuant to Sections 502 and 503. The
City shall give due regard to any comments offered by the Signatory Airlines on the proposed
calculations of the Terminal Area Rentals and Landing Fee Rate for the ensuing Fiscal Year.
Within thirty (30) days after the meeting, or the forwarding of the rentals and fees to the
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Slgnatory Airlines if no meetxng shall be held, the rentals and fees, as calculated by City in
accordance with this Agreement and the Mastei Bond Documents, shall become effective.

B. Airline and City agree that the. time periods for notices, meetings, exchanges
of information and for the establishment of the Terminal Area Rental Rates and the Landing Fee
Rate as provided for in this Article 5 may be altered by the Commission if deemed by the
Commission to be necessary to meet the time requirements of City’s annual budgetary process;
provided, that the number of days allocated for Signatory Airline review of data submitted by
City shall not, without good cause, be reduced; and, provided further, that the Commission and
the City shall use commercially reasonable efforts to establish Terminal Area Rental Rates and
Landing Fee Rate for any Fiscal Year within one hundred twenty (120) days following the
commencement of the Fiscal Year for which rates are being developed, and, when so finally
determined, such rentals and fees shall be made retroactive to the first day of such Fiscal Year.

-Section 505" Reconciliation of Airline Rates and Charges and .Agplicati.on of Pgor Period
Deficits (Surpluses). : )

A. As part of City’s preparation of its annual audlted financial statements, City
shall calculate any deficit or surplus in Airline Rates and Charges using actual expenses
(including the amount, if any, required to meet the Rate Covenarit in the Master Bond
Documents for such Fiscal Year) and Non-Airline Revenues to determine any deficit or surplus
in the amount of Airline Rates and Charges. Any such deficit or surplus would be recorded as
part of that Fiscal Year’s financial data and would result in an adjustment to the amount carried
on the balance sheet as the Deferred ‘Aviation Revenue hablhty (or receivable, if appropriate).

B. The Deferred Av1at10n Revenue hablhty (or recexvable if appropriate)
“balance shown at the end of the precedmg Fiscal Year, together with any deficit or surplus
. estimated in the budgetary forecast for Airline Rates and Charges during the then-current Fiscal
Year, would constitute the amount of deﬁcrr or surplus avaﬂable to be applied in the ensumg
Fiscal Year.

C. Ifthe determination referenced in Subsection (B) above results in an estimated
deficit for the then-current Fiscal Year and this deficit exceeds or will exceed the total budgetary
forecast by five percent (5%), then the Signatory Airlines must be advised in writing at the time
that City becomes aware of the aforementioned deficit. '

-D. The amount of deficit or surplus determined by City to be applied to the
calculation of the ensuing Fiscal Year’s Airline Rates and Charges will be allocated between
adjusted Terminal Area Expense and Airfield Area Net Expense in proportion, respectively, to
Terminal Area Rentals and Landing Fees to total Airline Rates and Charges.

~
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ARTICLE 6. CAPITAL IMPROVEMENTS .

Secfion 601 . Financing of Capital Improvements.

A. Except as provided in Subsection (B) hereof, City agrees to use commercially
reasonable efforts to finance Capital kmprovements through the use of grants, TSA funding and
PFCs, and through the issuance of Airport Revenue Bonds. City may, in its discretion, finance
. through the issuance of Airport Revenue Bonds: (i) Capital Improvements with a useful life of
less than three (3) years but more than one (1) year or a cost of less than the Charge Tngger
‘Amount, and (i1) maintenance or operaimg expenses or other expenses.

B. During the Term of this Agreement, no Capital Improvement provided for in
this Section or Section 602 shall be financed from current revenues; provided, however, the
-Commission may appropriate from current revenues up to four million two hundred thousand
dollars ($4,200,000) in Fiscal Year 2008/2009 dollars, as adjusted by the Index, in any Fiscal
© Year, for use pursuant to Sections 16.104(b)(5) and (6) of the City Charter (or any successor
legislation) or such additional amounts as may be approved by a Majority-in-Interest.

A. Sectipn 602 Review of Capital Improvements.

A. Any Capital Improvement, which would result in a charge to Airline in the
Terminal Area Rentals or Landing Fees, having a cost in excess of the Charge Trigger Amount,
excluding any capital improvements made in the development of the West of Bayshore Area, are
subject to the provisions of paragraph B and C of this Section unless: '

® The Capital Improvement is required by a federal or State agency
having jurisdiction oyer Airport opérations;

, (i) The Capital Improvement is financed by the issuance of Special
Revenue Bonds; or

(m) The Capital Improvement is of an emergency nature, Whlch, ifnot
made would result in the closing of the Airport within forty-eight (48) hours.

' The cost of each Capital Improvement shall include the cost of planning and design, if
any. ,

B. Unless the Capital Improvement meets one of the conditions set forth in
Subsections (A)(i), (A)(i) or (A)(ii1) of this Section, the Signatory Airlines shall be notified in
writing of the proposed Capital Improvement and the decision of a Majority-in-Interest whether
or not to object to the Capital Improvement shall be forwarded to City within forty-five (45) days
of the Airport providing full information to Signatory Airlines on the proposed project in
substantially the form set forth in Exhibit Q (as such form may be revised by City from time to
time). The Director, at his or her sole discretion, may extend the forty-five (45) day period for
the Majority-In-Interest to file objection. Airline covenants that, in the exercise of its discretion
regarding objections to Capital Improvements, it W111 base its decision upon prudent judgment
and sound airport management policies.
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C. City shall not proceed with any Capital Improvement that has been objected to
" by a Majority-in-Interest for a period or periods specified by the Signatory Airlines not to exceed
six (6) months in the aggregate from the date of the Signatory Airlines’ notice of objection to
said Capital Improvement proposal. During such time, the Signatory Airlines may develop and
present their opposition to said Capn‘al Tmprovement to the Commission at a public hearing, or-
otherwise. At the end of such six (6) months period, City may proceed with the Capital
Tmprovements notwithstanding objection by a MaJ onty—m—Interest

D. City may pledge Revenues as further secm'lty for Special Revenue Bonds, or
issue Airport Revenue Bonds to refund Special Revenue Bonds, if (i) the Signatory Airlines are
notified in writing of the proposed pledge or issuance, and (ii) the Majority-in-Interest approves
. the pledge or issuance within forty-five (45) days of the mailing to Signatory Airlines of the

notification. City shall not proceed with any such pledge or issuance that is not so approved by a
Majority-in-Interest. .

Section 603 Development of West of Ba-vshore Area.

A. The Signatory Airlines shall have no responsibility for and shall not bea.r

, dJrecﬂy or indirectly, any costs involved in developing the West of Bayshore Area, such costs to
" include expenses associated with any architectural, engineering and other consultant studies, and
evaluations or reports related to potential development projects. The Signatory Airlines ‘
recognize, however, that the maintenance costs of the property in its current undeveloped state
will be attributed to the Airport and that such costs are included in calculations to determine
Landing Fee Rates. It is understood and agreed that maintenance costs for the whole or portions
of the West of Bayshore Area shall continue to be attributed to the Airport only until the
commencement of development (as evidenced by physical work performed in the West of
Bayshore Area) of the West of Bayshore. Area or such portion(s) thereof or its lease, sale or other
transfer to any other department of City or any other ennty

B. After the commencement of development of the West of Bayshore Area or
portions thereof or its lease, sale or other transfer, said West of Bayshore Ared or portions
thereof shall be.developed, operated and maintained solely with non-Airport revenues, and
without Airport revenues being pledged directly or serving indirectly as security for debt
incurred for such purposes. Except as otherwise provided in this paragraph, the Signatory
Airlines will have no claim to any revenues generated by the West of Bayshore Area as a result
of its development, nor any control or claim as to the manner in which City uses, transfers,
diverts or disposes of such revenues, nor any right to approve or challenge the development, -

" transfer, sale, leasing or other disposition of the West of Bayshore Area or any part thereof.
Claims to the benefits of development in the West of Bayshore Area or requirements of approval
" or support by any persons or authorities other than the S1gnatory Airlines are the sole
responsibility- and risk of City. .

C. The Commission, the Board and the City agree that any development of the
West of Bayshore Area shall be in a manner consistent with maintaining the integrity of the Cost
Centers and Airport revenues attributable thereto, as provided in this Agreement. The
Commission and the City agree not to relocate present Airport businesses or concession
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operators to.the West of Bayshore Area or induce prospective businesses or concession operators
to locate within the West of Bayshore Area rather than the Airport to the detriment of Airport
revenues or the Signatory Airlines and further agree that any lease, sale or other transfer of the
property will contain these .covenants.

D. Notwithstanding the foregoing, it is agreed that City may develop a hotel,. . -
office complex, shopping center, or warchousing in the West of Bayshore Area and may locate
any other business facility or concession in the West of Bayshore Area that City has made a good
faith effort to locate or accommodate on the Airport and which cannot be physically so located or
accommodated. Parking facilities, if any, shall not be made available to the public at rates below
- those in effect, from time to time, at Airport remote parking lots.

ARTICLE 7. MISCELLANEOUS COVENANTS OF CITY

Section 701 Prudent Operation. City covenants that it will efficiently manage and operate the
Airport on the basis of sound business and airport management principles in effect at airports of
comparable size in the continental United States and with efficient and prudent control of all
capital and operating expenses. :

Section 702 _Revenues From Non-Airline Sources. Consistent with the provisions of Section
701, City agrees that it will use commercially reasonable efforts to operate the Airportina
manner consistent with its strategic marketing and public relations plans in order to maximize
revenues from concessionaires, lessees and other non-airline users; provided, however, that City
will not permit the installation of concession facilities in such a manner or at such locations in
the Terminal Area as will materially obstruct uafﬂc or impede Aurhne s ability to perform the
functions enumerated in Section 202.

Section 703 _ Airfield Area Users." City agrees that it shall require all users of the Airfield Area
to pay for their use thereof. The portion of Airfield Area expenses payable through fees to be
charged to other than Signatory Airlines and their Affiliate Airlines may be based on some
collection method other than a per-thousand-pounds landing fee rate, but whatever the method of
payment, whether it be by aviation fuel through-put charges paid to City or by minimum flat-rate
landing fees or other means, the amounts so paid to City shall be credited to the Airfield Area or
to the Airport Support Area, as appropriate, so as to reduce the amount of Airfield Area Net
Expense to be collected from the Signatory Airlines and their Affiliate Airlines through Landing
Fees. City agrees that it will adjust such fees charged to users of the Airfield Area other than the
Signatory Airlines and their Affiliate Airlines from time to time to reflect its changing costs due
to inflation, improvements, betterments or increased demands placed upon the Airfield Area
facilities.

ARTICLE 8. PIPELINES AND UTILITIES

Section 801  Reservations by City. Itis understood and agreed that Comumission acting on. .
behalf of City reserves and retains the right, with reasonable-advance notice to Airline, fo -
construct, reconstruct, install, repair, remove, renew, operate and use pipelines, utility lines,
roadways, or structures for Airport purposes across, over, or under any of Airline’s rights of way
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or Demised Premises, but Alrlme s enjoyment of its nghts of way or Demised Premises shall not
be unnecessarily interfered with,

Section 802 Relocation of Pipelines. In the event that any pipeline, utility line or
appurtenance installed by Airline be so located that it shall be necessary to change, alter, relocate
orreconstruct same in order to allow City to install sewer or drain lines, such change, alteration,
. relocation or reconstruction of said pipeline shall be made as requested by Commission. The
cost of such change, alteration, relocation or reconstruction of said pipelines shall be borne by
Commission as an Airport expense. 4 :

Section 803 Information and Communications Technology; Utilities.

A. City has provided or shall provide in or in the vicinity of the Demised
Premises the following utility services: water, electricity, Information and Communications
Technology, Shared Use Equipment, sewage outlets, heating, ventilation, and air conditioning of
the Demised Premises as indicated in the plans and specification thereof. Airline shall ascertain
from City, and City shall make available, the information as to the points at or near the Demised
Premises where such services will be brought by City at the cost and expense of the Commission
as an Airport expense. All extensions of the facilities requested by Airline for said utility
services from said points shall be at the sole cost and expense of Airline, ‘unless other
arrangements are made therefor.. In the event of any change desired by Airline as to said points
of supply by City, the expense of making such changes shall be at the sole cost of Airline.
Except as otherwise provided herein, and consistent with Section 404 of this Agreement, Airline
shall pay the whole cost at legally established rates for all utility services and for such other
special services which it may require in the Demised Premises. Airline shall not be charged for
the supply of heating, ventilation, and air conditioning of the Demised Premises.

~ B. City agrees that supply poihts for utility services shall be generally equal for
all Signatory Airlines, including Airline.

"ARTICLE 9. DEVELOPMENT, MA]NTENAN CE., AND OPERATION OF AIRPORT

Section 901 _ Operation of Airport. City agrees that it will develop and improve and at all times
" maintain and operate with adequate and efficient personnel and keep in good repair the Airport -
(other than the Demised Premises which Airline is required to maintain and repair in accordance
with Section 902) and the appurtenances, facilities, and services now or hereafter connected
therewith, and that it will keep the Airpost and its approaches free from obstruction, and will
maintain and operate the Aiiport so as to entitle it to the approved certification and rating by the
FAA and all other appropriate regulatory authorities in respect to all present operations of
Airline. It is expressly understood that City will keep the Public Space in the Terminal Area in a.
clean, neat, safe and sanitary condition and attractively furmished and shall be responsible for and
shall furnish in the Public Space and the. Demised Premises the services and maintenance
indicated on Exhibit C. It is likewise expressly understood that Airline will perform its
responsibilities as indicated on Exhibit C in a thgent manner conducive to the best operation of

the Atrport.
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Section 902 _ Condition of Demised Premises and Janitorial Services. Except as otherwise set
forth in Section 901 and Exhibit C, Airline agrees to repair and maintain the Demised Premises,
including the fixtures and equipment which are a part thereof, in a clean, neat, safe and sanitary
condition, and in good order, at all times, except for damages or loss due to reasonable wear and
tear, fire or other casualty or other cause beyond Airline’s control. All waste matter shall be
stored in compliance with applicable Environmental Laws and Airport Rules, and Airline agrees
to arrange for the daily disposal, at its expense, of all waste material, except in the case of special.
agreement with Director. All lawful requirements of the County or State Board of Health,
relating to health or sanitary regulation adopted by any legal authority with jurisdiction, shall be
fully met by Airline, and Airline upon request shall give access for inspection purposes to any
duly authorized representative of said legal authority or of City. Except as otherwise set forth in
Exhibit C (which provides that, stbject to Section 701, City shall furnish the janitorial services,
window washing, and cleaning, maintenance, replacement and repair of carpets and seating (but
not equipment) in holdrooms and baggage claim lobbies), janitorial services, carpet cleaning,
maintenance and repair and window washing on the Demised Premises will be furnished by
Airline. Airline expressly waives all rights to make repairs at the expense of City, to vacate the
Demised Premiges, or to terminate this Agreement for failure by City to keep the Demised
Premises in good order, condition or repair as provided for in Sections 1941 and 1942 of the
California Civil Code.

Section 903  Airline Improvements.

A Airline shall, at its sole expense, install all Alterations which Airline deems
necessary for the use of the Demised Premises and which are not supplied by City. Airline shall
not make or suffer to be made any Alterations without Director’s prior written consent. Airline
shall cause all such Alterations to be performed in a workmanlike manner, in compliance with
* the requirements of the Airport TI Guide, Section 907, and, to the extent applicable, the Local
Hire Policy outlined in Section 1821. Without limiting the generality of the foregoing, all
Alterations shall conform to Commission’s established architectural design scheme for the
Airport, and may require the approval of the Airport’s Design Review Committee. Prior to the
construction of anyy Alterations, Airline shall submit detailed plans and specifications to the
Director for approval. Airline shall include with its plans and specifications schematic
renderings of the common area, materials, and a color board. Director’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 Airline to resubmit designs until they meet Director’s approval.
In the event of dlsapproval by City of any portion of the plans and specifications, Airline will
promptly submit necessary modifications and revisions thereof. No changes or alterations will
"be made in said plans or specifications after approval by Director. 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 proposed
Alterations will, within fifteen (15) days after approval thereof by Director, be signed by Airline
and deposited with City as an official record thereof. All Alterations shall be effected through .
the use of contractors appreved by Director who shall furnish to Director upon demand such
completion bonds and labor and material bonds as Director may require so as to assure
completion of the Alterations on a lien-free basis. Without limiting the requirements set forth
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above, Airline acknowledges and agrees that Airline may be required to obtain approvals for any
desired Alterations from the Airport’s Building Inspection and Code Enforcement Section.

B. Airline shall obtain and pay all fees for building, mechanical, electrical and
plumbing permits and like permits required by any legal authority having competent jurisdiction
for any improvements or additions requiring construction in the Demised Premises. Airline
shall, upon request of Director, exhibit to City all certificates and permits required by the laws of
any legal authority having jurisdiction. Airline agrees to g1ve City advance written notice,
which, except in the case of emergency repairs, shall be given at least three (3) days before
commencing any construction, alteration or repairs on the Demised Premises in order that City
may post appropriate notices of non-responsibility. Airline agrees that such notices may remain
posted on the Demiséd Premises until completion and acceptance of such work. Airline shall
also conduct a pre-construction conference with City before commencmg any Alteratlons inthe
Demised Premises. '

C. Except as provided in Section 1601 below, any Alterations of the Demised
Premises, except movable furniture and trade fixtures, shall at once become a part of the realty
and belong to City and shall be surrendered with the Demised Premises at the expiration of the
Term hereof or any extension thereof, or upon earlier termination as prowded for herein. Upon
surrender of the Demised Premises, Airline shall provide City with current as-built drawings of
" the Demised Premises, or shall reimburse City for the cost of creating such as-built drawings.

D. If and to the extent that Airline’s activities or proposed Alterations trigger an
obligation or requirement on the part of City to make changes to the Airport premises (including
ADA and ACAA requirements), Airline shall indemnify, defend, and hold harmless City from
and against any and all losses, costs, claims and liabilities arising out of such activities or
Alterations. .

Sectlon 904 Mamtenance and Repair: Operator Training.

A AIRLINE SPEC]FICALLY ACKNOWLEDGES AND AGREES THAT
ANY SPACE LEASED TO OR USED'BY AIRLINE IS ON AN “AS IS WITH ALL FAULTS”
BASIS AND THAT AIRLINE IS NOT RELYING ON ANY REPRESENTATIONS OR
WARRANTIES OF ANY KIND WHATSOEVER, EXPRESS OR IMPLIED, FROM CITY OR
ANY CITY ENTITY, AS TO ANY MATTERS CONCERNING SUCH SPACE.

B. As to all Exclusive Use Space, Preferential Use Space and other Demised .
Premises (including Joint Use Space) (other than holdrooms and baggage claim lobbies) if and to
the extent Airline is responsible for such Demised Premises pursuant to Section 902 and Exhibit
- C, Airline shall, at its own expense, (i) keep the Demised Premises in good repair and neat and
clean condition at all times; and (ii) redecorate and paint the interior of the Demised Premises
and replace electric light bulbs, wom carpeting or other floor coverings, curtains, draperies,
blinds or other furnishings and equipment as their conditions may require.

C. Commission 'acﬁng on behalf of Ci;cy agrees, if and to the extent City is
responsible pursuant to Exhibit C, to keep, operate and maintain the facilities and space

44 -

China Southem Airlines Company Ltd
- 2011 Lease and Use Agreement

1478



descnbed below m good condition and repair, and in a neat, clean and operating condition,
inchuding replacing all womn-out fixtures, farnishings, carpeting and other floor coverings,
~ machinery and equipment as may be required:

(i) the Terminal Area, including, but not limited to, its foundation,
structure, outside walls, roof and utility systems;

(i) the Public Space and Common Use Space in the Ternrinal Area,
including, but not limited to, the lobby, waiting rooms, passageways, nonexclusive baggage
handling space (except for baggage conveyor systems owned by Signatory Airlines), public
restrooms, elevators and escalators, together with all fixtures, furnishings, and caxpetmg or other
ﬂoor coverings located therein; and

(i)  the holdrooms and baggage claim lobbies in the Demlsed
- Premises.

D. City shall determine the traming responsibility for any passenger loading
bndges baggage handling systems and other equipment owned by City and used or maintained
by Airline or Airline Entity. When Airline is responsible for such training, City reserves the
right to approve training content and to audit training records. Airline shall not permit any
untrained personnel to operate or maintain any City-owned passenger loading bridges, baggage
handling systems or equipment.

Section 905  Inspections:; Audit of Operations.

A. Director may cause the Demised Premises and Airline’s operations therein to
be inspected at any time and from time to time in the presence of Airline or Airline Entity, to
confirm that such operations comply with the requirements set forth herein. Airline shall
cooperate with such inspection. In the event such inspection shows that Airline is not complying
with such reqmrements without hmn:mg City’s ability to call an Event of Default hereunder;
City may require that Airline reimburse City for the costs of such inspection. Airline shall
promptly remedy any noncompliance shown in any such inspection: :

B Director may cause the Airline’s operations hcrcundcr to be audited at any
time and from time to time, with reasonable advance written notice and at a mutually agreeable
time, and in the presence of Airline or its representative, to confirm that such operations comply
with the requirements set forth herein. Airline shall cooperate with such audit. Airline shall be
provided the opportunity to review and commient on the findings of such audit prior to
finalization. In the event such audit shows that Airline is not complying with such requirements,
without limiting City’s ability to call an Event of Default hereunder, City may require that
Airline reimburse City for the costs of such audit. Airline shall promptly remedy any
noncomphance shown in any such audit.

, C. This Section 905 shall not govern inspections or audits for compliance with
Environmental Laws. Such inspections and audits are subject to the prOVlSlOIlS set forth in -
Sections 2003 and 2006, respectlvely
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Section 906 _ Trespass and Security. Airline shall nse reasonable precautions to prevent
-unauthorized persons from gaining access to restricted flight and public aircraft operational areas
and all other nonpublic areas of the Airport. Further, Airline, its officers, employees, agents, and
those under its control, shall comply with security measures (a) required of Airline by the FAA,
TSA or City in accordance with applicable requirements of the FAA or the TSA or the City or
their authorized successors, or (b) contained in any Airport master security plan approved by the
FAA, TSA or City or their authorized successors. If Airline or any Airline Entity shall fail or
refuse to comply with said measures and such non-compliance results in a monetary penalty
being assessed against City, Airline shall be responsible for and shall reimburse City in the full
amount of any such monetary penalty or other damages, in addition to other penalties or
remedies available to City under this Agreement.

Section 907 _ Compliance with Code Requirements. Airline shall promptly, at its sole expense,
- cause Airline’s use of the Airport arid operations therein to comply at all times with all
applicable present and future federal, State and local laws, as the same may be amended from
time to time, including all applicable laws relating to (a) health and safety, (b) disabled access,
including the ADA and the ACAA, (c) the Code Requirements, and (d)the Airport Rules.
(Airline's obligation to comply with Environmental Laws is set forth in Article 20.) Airline shall
also promptly, at its sole expense, cause the Demised Premises and related equipment to comply
with all applicable Code Requirements and Adrport Rules to the extent such portions of the
Demised Premises and/or equipment are deemed an Airline responsibility pursuant to Exhibit C
attached hereto. The parties acknowledge and agree that such obligations are a material part of
the bargained for consideration under this Agreement. Any work or installations made or
performed by or on behalf of Airline or any person or entity claiming through or under Airline
on the Demised Premises shall be subject to and performed in compliance with the provisions of
this Agreement, including this Section. Airline shall keep current all licenses and permits,
whether municipal, county, Airport, State or federal, required for conduct of its operations at
Airport, and pay all fees promptly when due. Airline shall promptly upon reasonable request
provide City with ewdence of its compliance with any of the obhga’aons required under this
Section.

Section 908  Trash Removal. Airline shall at all times cause the Demised Premises and the
areas around the Demised Premises to be clean, sightly and free from trash: Airline shall not
store nor allow accumulation of trash or debris on the Demised Premises, nor use City’s trash
containers without Director’s prior consent. Airline shall provide its own trash containers for its
use. As provided in Section 1503, in the event that Airline fails to perform the aforementioned
obligations, the Airport shall have the right to do so, at Airline’s expense.

Section 909 Taxes. Airline recognizes and understands that this Agreement may create a
possessory interest subject to property taxation and that Airline may be subject to the payment of
property taxes levied on such interest. Airline further recognizes and understands that any
Transfer permitted under this Agreement and any exercise of any option to renew or other
extension of this Agreement may constitute a change in ownership for purposes of property
taxation and therefore may result in a revaluation of any possessory interest created hereunder.
Airline shall pay all taxes of any kind, including possessory interest taxes, that may be lawfully
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] assessed on the real property interest hereby created and pay all other taxes, excises, licenses,
permit charges and assessments based on-Airline’s usage of the Demised Premises, all of which
shall be-paid when the same become due and payable and before delinquency.

Airline shall report any Transfer, or any renewal or extension hereof, to the County of
San Mateo Assessor within sixty (60) days after such Transfer, renewal or extension. Airline
further agrees to provide such other information as may be requested by the City within sixty
(60) days of said request to enable the City to comply with any reporting requirements under
applicable law with respect to possessory interests.

Section 910 _ Other Liens. Airline shall not permit or suffer any liens to be imposed upon the

" Airport 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, Airline may in good faith contest any such lien if Airline provides a bond in an
amount and form acceptable to City in order to clear the record of any such liens. Airline shall
assume the defense of and indemnify and hold City harmless against any and all liens and
charges of any and every nature and kind which may at any time be imposed upon the Airport or
any part thereof as a consequence of any act or omission of Airline or as a consequence of the
existence of Airline’s interest under this Agreement.

Seetiqn 911 Damage and Destruction.

A. Partial Damage. If any part of the Demised Premises shall be partially
damaged by fire or other casualty, but these circumstances do not render the Demised Premises
untenantable as reasonably determined by City, the same shall be repaired, constructed or
renovated to usable condition with due dlhgence by the parties as provided in Section 911(D)
below.

B. Substantial Damage. If any part of the Demised Premises shall be so
extensively damaged by fire or other casualty as to render any portion of the Demised Premises
untenantable, but capable of being repaired, as reasonably determined by City, the same shall be
repaired to usable condition with due diligence by the parties as provided in Section 911(D).
City shall use commercially reasonable efforts to provide Airline with comparable temporary
alternative facilities sufficient to allow Airline to continue its operations while repairs are being
completed, at a rental rate applicable to such alternative facilities; provided, however, that
Airline shall not be required to lease more alternative space than was rendered untenantable in
accordance with this Section.

C-lﬁ@c_m).q

@ - I any part of the Demised Premises shall be. damaced by fire or
other casualty, and is so extensively damaged as to render any portion of the Demised Premises
untenantable and not economically feasible to repair, as reasonably determined by City, City
shall notify Airline within a period of forty-five (45) days after the date of such damage of its
decision whether said space should be reconstructed or Ieplaced provided, however, City shall
be under no obligation to reconstruct or replace such premlses
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(i)  If City elects to replace or reconstruct the affected Demised
Premises, the same shall be replaced or reconstructed to usable condition with due diligence by
the parties as provided in Section 911(D), and City shall use commercially reasonable efforts to
provide Airline with comparable temporary alternative facilities sufficient to allow Airline to
. continue its operations while reconstruction or replacement facilities are being completed;
provided, however, that Airline shall not be required to occupy and pay for more alternative
space than was rendered untenantable in accordance with this Section.

(iit)  If City elects to not reconstruct or replace the damaged Demised
Premises, City shall either relocate Airline pursuant to Section 210 above, or if no premises are
available to accomplish such relocation, amend this Agreement to remove the damaged facilities.
City agrees to amend this Agreement effective as of the date of damage or destruction to reflect
such changes, additions and deletions to the Demised Premises. If Airline is not relocated and,
after amendment of this Agreement as to the damaged facilities, the remaining tenantable portion

" of the Demised Premises is not sufficient to maintain operations at the Airport, Airline may

terminate this entire Agreement upon-at least thirty (30) days advance notice given within sixty
(60) days after receipt by Airline-of notice of amendment of this Agreement as to the damaged
facilities. .

D. Allocation of Responsibility for Reconstruction.

() - Inthe event any Alterations in the Exclusive Use Space or
Preferential Use Space included in the Demised Premises are to be reconstructed or repaired
following damage by any casualty described in Sections 911(A), (B) or (C) above. Airline shall )
repair such damage to its Alterations, at its sole cost and expense, and this Agreement shall
continue in full force and effect: In the event such damage occurs to Alterations in Exclusive
Use Space or Preferential Use Space that 1s open or available to the public, Airline shall use
commercially reasonable efforts to cause such repair to be performed within ninety (90) days. If
the damage occurs to Alterations in Exclusive Use Space or Preferential Use Space that is not
opert or available to the public, Airline shall use commercially reasonable efforts to cause such
repair to be performed within one hundred and eighty (180) days.

@ I the event any improvements in the Joint Use Space included in |
_ the Demised Premises are to be reconstructed or repaired following damage by any casualty
"described in Sections 911(A), (B) or (C) above, such damage shall be repaired as follows: all
Joint Use Space which is an Air Carrier's responsibility pursuant to Exhibit C hereof shall be -
repaired by the Air Carriers operating in such Joint Use Space, at their sole cost and expense; and
all Joint Use Space which is City’s responsibility pursuant to Exhibit C hereof shall be repaired
by City.

() Any replacement, repair or reconstruction not describ ed in Section -
91 1(D)(1) or (ii) shall be completed by City.

E. No Abatement of Rent: Airline’s Remedies. If the Demised Premises is
Wholly or partially destroyed or damaged, Airline shall have no claim against City for any
damage suffered by reason of any such damage, destruction, repair or restoration. Airline waives
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California Civil Code Sections 1932(2) and 1933(4) providing for termination of hiring upon
destruction of the thing hired. In no event will Airline be entitled to an abatement of rent
resulting from any damage, destruction, repair, or restoration described herein; provided,
however, that Airline shall not be charged rent for both untenantable Demised Premises and
temporary alternative facﬂmes

F. Reporting of Damage to Airport Property. Neither Alrlme nor any Airline
Ent1ty shall destroy or cause to be destroyed, injure, deface, or disturb in any way, property of
any nature on the Airport, nor willfully abandon any personal property on the Airport. If Airline
or Airline Entity is aware of any injury, destruction, -damage or disturbance of property on the
- Airport (regardless of responsibility therefor), Airline shall file a written report with City .
describing the incident and damage within twenty four (24)-hours after discovery, and, if such
damage was caused by Airline or any Airline Entity, upon demand by the Director, shall -
.reimburse the City for the full amount of such damage within sixty (60) days. Failure to file any
written reports required by this Section shall constitute an Event of Defaunlt under this Agreement
and a violation of Airport Rules subject to fines under Section 1507, as applicable.

Section 912 _ Condemnaﬁon/Eminent Domain.

A. If all or a substantial part of the Demised Premises shall be taken or
condemned by any competent authority through exercise of its power of eminent domain or other -
authority justifying such taking, Airline may terminate this Agreement upon thirty (30) days’
notice, and the rents, fees and charges in respect of the Demised Premises shall cease as of the
date possession is taken by the taking anthority, if City does not notify Airline in writing within
sixty (60) days before the date of taking that it will provide Airline with mutnally acceptable
substitute facilities. ,

.B. If a portion of the Demised Premlses shall be so taken, Ajﬂme shall have
the right, exercisable at its sole discretion, to request City to amend this Agreement to remove
the Demised Premises so taken upon thirty (30) days’ notice, if City does not notify Airline in
_ writing within sixty (60) days before the date of takmg that it will provide Airline with mutually -
acceptable substitute facilities.

C.  Cityshall be entitled to all damages payable by reason of a taking;
(including, but not limited to, any portion of such damages made for the value of the leasehold -
estate created by this Agreement and any Alterations), and Airline shall have no claim against
City for the value of any unexpired term of this Agreement, provided that Airline may makea
separate claim for compensation, and Airline shall receive any damages made specifically to
Airline, for Airline’s relocation expenses or the interruption of or damage to Airline’s business
or damage to Airline’s movable personal property.

ARTICLE 10. . RULES AND REGULATIONS

Section 1001 Rules and Regulations. The use by Airline of the areas and facilities described
herein and the rights and privileges granted Airline pursuant to this Agreement shall at all times
be subject to any and all reasonable rules, regulations, and laws, including, but not limited to, the
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Aijrport TI Guide, Airport Rules and Regulations, Airport Operation Bulletins and Airport
Directives (collectively “Airport Rules™), as may be established by City, as the same may be
amended from time to tifne, and to the provisions of this Agreement; provided that (a) Airport
Rules must be reasonable, not unjustly discriminatory, and not in conflict with any federal, state

or local laws or regulations, and (b)in the event that any Airport Rules conflicts with any termor -

provision of this Agreement, the Agreement shall prevail. Airline covenants and agrees that it
will not violate or permit any Airline Entity to violate any such rules, regulations and laws. City
may prescribe civil penalties and injunctive remedies for violations thereof, and the same may be
applied to Airline for violations by Airline or any Airline Entity. Nothing herein contained shall
be deemed to prevent Airline from contesting in good faith any federal, State or local code, law,
regulation, ordinance or rule, Airport Rules or any other rule or regulation of the City or
.Commission without being considered in breach of this Agreement 50 long as such contest is
diligently commenced and prosecuted by Airline.

ARTICLE 11. NO OTHER CHARGES, QUIET ENJOYMENT

Section 1101 No Other Charges.

A. Except as otherwise specifically provided herein or as the parties hereto may
subsequently agree in writing, no charges, fees or tolls of any nature, direct or indirect -
(including, but not limited to, fuel flowage charges), shall be charged by Commission, directly or’

indirectly, against Airline or its passengers, employees, fiurmishers of services, or suppliérs, for
* any of the premises, facilities, nghts licenses and privileges granted in this Agreement, or for the
privilege of purchasing, selling, using, storing, withdrawing, handling, consuming, loading,
unloading, or delivering any such personal property of Airline or its suppliers or for the privilege
of transporting such personal property or persons to, from, or on the Airport.

B. Nothing in this Agreement shall preclude the Commission from imposing and
using a PFC. Airline agrees to collect and remit PFCs to City as required by applicable law.
Such PFC shall not be credited in any way to the West of Bayshore Cost Center. ’

Section 1102 Quiet Emovment Clty represents that it has the right to lease said Demised -
Premises together with all the premises and facilities, easements, rights, licenses, and privileges
herein granted, and has full power and authority to enter into this Agreement in respect thereof;
and City further covenants that Airline shall peaceably have and enjoy said Demised Premises
and the premises and facilities, easements, rights, licenses and privileges for the Term of this
Agreement. )

ARTICLE 12. LIMITED OBLIGATIONS, INDEMNITY WAIVER AND
: INSURANCE

Section 1201 Limited Obligations of City. Any obligation or liability of City created by or
arising out of this Agreement shall be payable solely out of the Revenues and-other lawfully
available moneys of the Airport, and shall not constitute a general obligation of City or a charge
upon its general fund. This Agreement shall not obligate City to make any appropriation from its
general fund for any payment due hereunder. No breach by City hereunder shall impose any
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pecuniary lability upon City, other than from Revenues, or be payable from or constitute a
charge upon the general credit or against the taxing power of City.

- Section 1202 Indemnity, Waiver.

" A. Airline agrees 1o protect, defend, reunburse indermify and hold and save City
and each City Entity, free and harmless at all times from and against any and all claims, Kability, -
expenses, losses, costs, fines and damages (including actually incurred reasonable attorney’s
+ fees) and causes of action of every kind and character, whether or not meritorious, against or
incurred by City by reason of any damage to property or bodily injury (including death) incurred
or sustained by any party hereto, any agent or employee of any party hereto, and any third or
other party whomsoever or any governmental agency, arising out of or incident to or in
connection with the performance, non-performance or purported performance of Airline or any
Airline Entity under this Agreement, or any breach of the terms of this Agreement by Airline or
any Airline Entity; Airline's or any Airline Entity’s use or occupancy of the Demised Premises;
or Airline's or any Airline Entity’s negligent acts, omissions or operations hereunder; provided,
however, that Airline shall not be so obligated to protect, defend, reimburse, indemmify and hold
City free and harmless if the applicable claim, liability, expense, loss, cost, fine, damage or cause
of action is caused (i) solely by the negligence or the willful misconduct of the City or any City
Entity; (i) by the existence of Hazardous Materials on the Demised Premises caused exclusively
by a third party other than an Airline Entity; or (iii) by a Pre-Existing Condition provided that
Airline demonstrates to City’s reasonable satisfaction both that the Hazardous Materials
constitute a Pre-Existing Condition and that Airline or other Airline Entity did not exacerbate the
Pre-Existing Condition. Upon the filing by anyone of a claim with City for damages arising out
of incidents for which Airline is obligated herein to indemnify and hold City harmless, City shall

_promptly notify Airline of such claim and, in the event that Airline does not settle or compromise
such claim, Airline shall undertake the legal defense of such claim both on behalf of Airline and
on behalf of City. It is specifically agreed, however, that City, at its option and at its own
expense, may participate in the legal defense of such claim. Any final judgment against City
from which no appeals remain for ahy cause for which Airline or Airline Entity is liable
hereunder shall be conclusive against Airline or Airline Entity as to liability and amount upon
the expiration of the time for appeal therefrom. Airline recognizes the broad nature of this .
indemnification and hold harmless clanse and voluntarily makes this covenant and expressly
acknowledges that the terms and conditions of this Agreement constitute good and valuable
consideration provided by City in support of this mdemmﬁcanon in accordance with laws of the
State.

B. Airline, as a material part of the consideration to be rendered to City under
this Agreement, hereby waives all claims or causes of action against City, its officers, or
employees which it may have for damages to any property on, about, or related to the Airport,
and for injuries or death to persons on, about, or related to the Airport, from any cause or causes
arising during the term of this Agreement. By way of example and not limitation, Airline hereby
waives any and all claims or causes of action which it may hereafter have against City, its
officers, or employees (a) for loss, injury, or damage sustained by reason of any deficiency,
impairment, and interraption of any water, electricdl, gas, plumbing, air conditioning, ventilation,
Information and Cormmunications Technology, Shared Use Equipment or sewer service or
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" system serving any portion of the Airport, or failure or interruption of any public or passenger
conveniences; (b) for any loss, injury, or damage arising or resulting from any act or neglect or
- omission of any other tenant, subtenant, permittee, concessionaire, or occupant of the Airport, or
any person who uses the Airport with authorization or permission of the City (City agrees to use
commercially reasonable efforts to control tenants, subtenants, permittees, concessionaires,
occupants, or Airport users to prevent loss, injury, or damage); and (c) for any loss or damage to
the property of, or injury or damage to Airline, its officers, employees, agents, contractors, or
any other person whomsoever, from any cause or causes arising at any time because of Airline's
use or occupancy of the Demised Premises or of the Airport, or its operations thereon (City will
use commercially reasonable efforts to control the activities of other users); and (d) for loss,
injury, or damage sustained by reason of any act of terrorism. Nothing in this Section shall
relieve City from liability to Airline caused solely and directly by the negligence or willful
misconduct of City or a City Entity, but City shall not be liable under any circumstances for any
consequential, incidental or punitive damages.

C. The parties hereto expressly agree that no provision of this Section shall in
any way limit, modify, diminish, or otherwise affect the rights, claims, suits, judgments, or
causes of action that either party may at any time have {(or have had) against the other party
(whether for contribution, indemnity, or otherwise) arising out of, resulting from, or related to
Airline’s noise, smoke, or vibration.

D. This Section shall survive the termination of this Agreement as to claims
 arising during the Term thereof. Compliance with the insurance requirements of this Article 12
shall not relieve Airline of its Liability or obhgatwn to indemnify City as set forth in this '
Article 12.

Section 1203 Pubﬁc Liability and Property Damage Insurance.

, A. Airline, at its sole cost and expense, and for the full Term of t]ns Agreement
or any renewal thereof, shall obtain and maintain all of the following minimum insurance:

(D  An Aircraft Liability poh'cy, with coverage of at least $500 million
combined single limit for bodily injury and property damage, which shall include but not
~ mnecessarily be limited to all of the following coverages: Aircraft Liability, including General
Liability, Atrcraft Products and Completed Operations, Liquor Liability, Premises Liability,
Products & Completed Operations, Contractual Liability, Hangarkeepers Liability, Motor
Vehicle Liability within the secured side of the Airport, Cargo Legal Liability and Fuehng and
Reﬁlehng, if such operations are conducted by Airline.

(i)  Atleast $100 million War and Named Perils coverage for bodily
injury and property damage, each occurrence and annual aggregate or the U.S. Government
equivalent. .
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(i) A Workers’ Compensation and Employers® Liability policy written
in accordance with the laws of the State prov1d1ng coverage for any and all employees of Airline
and providing coverage as follows:

()  Workers' Compensation (Coverage A);
- (b)  $2 million in Employers' Liability (Coverage B);
(¢)  Broad Form All States Endorsement;
(d)  Voluntary Compensation Endorsement; and
(&)  Waiver of Subrogation in favor of City.

(iv) A Commercial Business Auto policy with a minimum limit of not
less than $2 million combined single limit for bodily injury and property damage providing that
coverages shall be applicable to any and all leased, owned, hired or non-owned vehicles used in
pursuit of any of the activities associated with this Agreement. Any and all mobile equipment,
including cranes, which is not covered under the Comprehensive Business Auto policy shall have
said coverage provided for under the Comprehensive General Liability policy required above.

: (v)  Property Insurance in an amount equal to “Value of Airline
Improvements and Betterments” during the course of construction and after completion.
Coverage shall include Replacement Value, covering Airline improvements and betterments, for
Fire & Extended Coverage, including Sprinkler Leakage, Vandalism & Malicious Mischief, and
Debris Removal. '

B. Any deductibles or se]f—msured retentions must be disclosed to the Clty

C. Except for U.S. government equivalent War and Named Perils coverage,
" Workers Compensation/Employer’s Liability Insurance and Property Coverage, the insurance
. policies shall contain, or be endorsed to contain, the following provisions:

) City and its officials, employees, agents and contractors shall be
covered as additional insureds to the extent of Alirline's indemmity obligations under this
Agreement The coverage shall contain no special limitations on thie scope of protection
afforded to City, its officials, employees, agents and contractors.

(i)  Airline's insurance coverage shall be primary insurance with
respect to City, its officials, employees, agents and contractors. Any insurance or self-insurance
maintained by City, its officials, employees, agents or contractors, shall be excess of Airline's
insurance and shall not conmbute with it.

D. Any failure to comply with reporting provisions of the policies shall not affect
coverage provided to City, its officials, employees, agents or contractors.,

E. Coverage shall state that Airline's insurance shall apply separately to each
insured against whom claim is made or suit is brought, except at the limits of the insurer's '
lability.
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F. . City shall retain the right at any time to review the coverage, form, and
amount of the insurance required hereby. If, in the opinion of City, the insurance provisions in
this Agreement do not provide adequate protection for City and/or for members of the public,

 City may tequire Airlirie to obtain insurance sufficient in coverage, form, and amount to provide’
adequate protection. City’s requitements shall be commercially reasonable but shall be designed
to assure protection from and against the kind and extent of risk which exists at the time a change
in insurance is required (provided such protection is available on commercially reasonable ’
terms), and Airline agrees to provide same within thirty (30) days of receiving notice from City.

G. Provisions of this paragraph as to maintenance of insurance shall not be
construed as limiting in any way the extent to which Airline may be held responsible for the
payment of damages to persons Or property resulting from its activities or of any person or
persons for Wthh it 1s otherwise responsible.

H. Each insurance policy required by this Section shall be endorsed to state that
coverage shall not be suspended, voided, canceled, or reduced in limits except after thirty (30)
days prior written notice has been given to City (notwithstanding the foregoing, the notice period
for War Risks and Named Allied Perils insurance may be seven (7) days or such lesser period as
may be customarily available, and the notice period for cancellations due to non-payment of
premium for the Property, Worker’s Compensation/Employers Liability, and Commercial
Business Auto policies shall be ten (10) days).

- 1. Insurance is to be placed with insurers reasonably acceptable to City‘s Risk
Manager. '

1. Airline shall furnish City with certificates of irsurance, and “Additional
Insured” endorsements where appropriate, as required by this clause. The certificates for each

insurance policy shall be signed by a person authorized by that insurer to bind coverage on its.
behalf.

K. Proof of insurance shall be mailed to the fo]lowiﬁg addreés or any subsequent
address as may be directed in writing by the Airport Risk Manager, with a copy to Alrlme s
Property Manager at the address set forth in the Summary: .

Airport Risk Manager

San Francisco International Alrport
PO Box 8097 :

San Francisco, CA 94128

Fax: 650-821-5554

L. Airline shall either self-insure (by establishing reserves in accordance with
accepted accounting practices) or procure and keep in force fire and extended coverage insurance
upon its leasehold improvements located at the Airport, to the full replacement cost, insurable
value thereof and shall furnish City, upon execution of this Agreement, with evidence that such
self-insurance reserves have been established or such coverage has been procured and is being .
maintained in full force and effect. Said evidence of insurance shall be endorsed to require thirty
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(30) days written notice to City of cancellation or material change and to provide that any
insurance carried by City be excess insurance only. )

M. City and Airline agree to have all property insurance carried with respect to
the Airport, the Demised Premises or any property therein endorsed with a clause that waives all
rights of subrogation that the insurer of one party may have against the other party hereto. To -
that effect, City and Airline will respectively employ diligent efforts to cause their insurance
companies to endorse the affected property msurance policies with a waiver of subrogation
clause as required herein.

ARTICLE 13. SECt]R’[TY DEPOSIT

Section 1301 Security for Faithful Performance.

A_ Security. The full and fa1thful performance of the Lease and Use Agreement
by each Si gnatory AJr]me including this Agreement by Airline, including, but not limited to, the
payment of all Terminal Area Rentals, Landing Fees, usage fees, rates and charges now or in the
future payable to City hereunder, and the compensation for any loss or damages the City may
suffer by a default hereunder or breach or rejection hereof, shall be secured by the Deposit
provided in accordance with Section 1302'by such Signatory Airline, including Airline.

B. Other Agreements. From time to time, Signatory Airlines, including Airline,
have entered or may enter into other agreements with City under which Signatory Airlines,
including Airline, may provide additional security deposits in accordance with such agreements.

Section 1302 Deposit/Faithful Performance Bond.

A. Applicability. The provisions of this ‘Section shall be apphcable to all
Signatory Airlines, including Airline.

B. Nature of Deposit. Prior to the Effective Date, Airline will deliver to Director
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, and otherwise in form satisfactory to City’s City 4
Attorney, and issued by a surety company satisfactory to Director, or (b) a letter of credit naming
City as beneficiary, 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 at Airline’s cost,
and shall be kept in full force and effect at all times to ensure the faithful performance by Airline

. of all covenants, terms, and conditions of this Agreement between City and Airline, including

payment of rent and Landing Fees. Airline 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 or termination of such bond or letter of credit of its intention not

to renew said bond or letter of credit or to terminate said bond or letter of credit. '

C. Draws upor Deposit. If Airline fails to pay any Terminal Area Rentals, '
Landing Fees, usage fees, rates and charges now or in the future payable to City hereunder, or
otherwise defaults with respect to any provision of this Agreement, City may use, apply or retain
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all or any portion of the Deposit for the payment of such amounts, or for the payment of any
other sum to which City may become obligated by reason of Airline’s default or to compensate
City for any loss or damages which City may suffer thereby. If City so uses or applies all or any
portion of the Deposit, Airline, 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 firll
amount thereof. In the event the surety company or bank declines to renew or elects to cancel
the bond or letter of credit comprising the Deposit, Aitline shall, at least fifteen (15) days prior to -
the expiration or cancellation date thereof, replace such bond or letter of credit with another bond
or letter of credit. If Airline fails to do so, City may, without notice to Airline, draw on the
entirety of the Deposit and hold the proceeds thereof as security hereunder. City shall not be
required to keep the Deposit separate from its general accounts. If Airline performs all of
Airline’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
Aijrline (or, at City’s option, to the last assignee, if any, of Airline’s interest hereunder) upon the -
revocation or termination of this Agreement and following Airline’s cessation of use of the
Demised Premises and Common Use facilities. No trust relationship is created herein between
City and Airline with respect to the Deposit.

ARTICLE 14. ASSIGNMENT AND SUBLETTING

Section 1401 No Transfer. Except as expressly provided herein, Airline shall not Transfer the
Demised Premises, this Agreement, or any right hereunder without Director’s prior written
consent, which consent shall not be unreasonably withheld. Without limiting the generality of
the foregoing reasonableness standard, the parties agree that it would be reasonable for Director

* to deny consent for any Transfer if the proposed transferee does not have adequate financial or
operational capacity to perform the assumed obligations under this Agreement. In no event will
Director be obligated to consent to any Transfer where the transferor earns a profit or bonus rent.
Director’s consent to one Transfer shall not be deemed a consent to subsequent Transfers. Any
Transfer made without Director’s consent shall constitute an Event of Default hereunder and
shall be vmdable at D1rector s electlon

Section 1402 Changes in Airline.

A. The merger of Airline with any other entity or the transfer of any controlling
ownership interest in Airline, or the assignment or transfer of a substantial portion of the assets
of Airline, whether or not located on the Demised Premises shall constitute a Transfer to which
the consent requirements in Section 1401 are applicable. Without limiting the generality of the
foregoing, if Airline 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 dissolirtion of the partnership, or the sale or transfer of at least fifty-one
percent (51%) of the value of the assets of the partnership shall be deemed a Transfer to which
the consent requirements in Section 1401 are applicable. If Airline is a corporation or limited
liability company, any dissolution, merger, consolidation or other reorganization of Airline, or
the sale or other transfer of a controlling percentage of the capital stock or membership interests
of Airline, or the sale or transfer of at least fifty-one percent (51%) of the value of the assets of
Airline, shall be deemed a Transfer to which the consent requirements in Section 1401 are
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applicable. 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 Airline’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 are traded through an exchange or over the counter.
Airline’s entering into any operating agreement, license or other agreement where a third party,
other than a subsidiary, Affiliate Airline, or code share partner of Airline, is given rights or
privileges to utilize portions of the Demised Premises shall be considered an attempted Transfer
to which the consent requirements in Section. 1401 are applicable. : ‘

B. Notwithstanding anything set forth herein to the contrary, Airline shall have
the right, without first obtaining City’s written consent, to assign or transfer this Agreement and
Airline's rights and obligations hereunder, to (i) an entity controlling, controlled by or under
common control with Airline, or (ii) a successor by merger, consolidation or acquisition to all or
substantially all of the assets of Airline, if such entity or successor conducts an air transportation
business at the Airport and assumes all rights and obligations hereunder. Written notice of such

assumption shall be provided by such entity or successor thirty (30) days prior to the effective
~ day of such assignment.

C. Notwithstanding anything set forth herein to the contrary, Aitline shall have

_ the right, without first obtaining City’s written consent, to grant a no-fee license to use a portion
of the Demised Premises to a ground handler or other service provider as part of a ground -
handling or services agreement; provided that (i) such ground handler or service provider shall
be licensed or permitted by City to operate at the Airport in accordance with Section 202(0), (i)
such ground handler or service provider shall acquire no interest or rights in this Agreement or
the Demised Premises, and (iii) Airline shall provide City with notice of the license thirty (30)
days prior to the effective date thereof.

Section 1403 No Release. In no event will Director’s consent to a Transfer be deemed to be a
release of Airline as primary obligor hereunder.

ARTICLE 15. TERMINATION OR SUSPENSION OF LEASE PROVISIONS
Section 1501 Ai;ﬁnq Events of Defaults and City Remedies.

A. The octurrence of any one or more of the following events shall constitute a
breach of ﬂns Agreement and an “Event of Default” hereunder:

().  Airline shall fail duly and puncmally to pay rent, Landing Fees, 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 breach or default from Director, which date
shall be no earlier than the tenth (10th) day after the effective date of such notice.
Notwithstanding the foregoing, in the event there occurs two (2) defaults in the payment of rent,
Landing Fees, or other payment under this Agreement, thereafter Airline shall not be entitled to,
and City shall have no obligation to give, notice of any further defaults in the payment of rent,
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Landing Fees, or other payment. In such event, there shall be deemed to occur an “Event of
Default” immediately upon Airline’s failure to duly and punctually pay rent, Landing Fees or
other payment hereunder; or

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

property~ or

(i) 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 Airline and
shall not be dismissed within thirty (30) days after the filing thereof; or

(iv)  There shall occur.a Transfer (other than in accordance with Section
, 1402(B) or (C)) without the prior approval of the Cify, and such Transfer shall not be voided or
rescinded within ten (1 0) days after receipt of notice from City to Airline; or .

™ Airline shall abandon, desert, or vacate the Demised Premises; or

(vi)  Any Hen shall be filed against the Demised Premises as a result of
an act or omission of Airline, and shall not be discharged or contested by Airline in good faith by
_proper legal proceedings within thirty (30) days after receipt of notice by Airline; or

(vii) Airline shall fail to provide the Depos1t when required hereunder .-
or shall fail to maintain in fiull such Deposit at all times thereafter, and such failure shall continue
fora penod of more than three (3) days after delivery by Director of written notice of such '
fajlure; or

(viii) Airline shall fail to ob’rmﬁ and maintain the insurance or self-
insured reserves required hereunder, or prov1de copies of the pohc1es or certificates to City as
required herein; or

. (x)  Airline shall fail to keep, perform and observe each and every
other promise, covenant and agreement set forth in this Agreement, and such failure shall
continue for a period of more than ten (10) 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 Airline fails to commence the cure of such failure within ten (10) 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;

x) There shall occur a default under any other agreement between
Airline and City, if any, and such default is not cured as may be provided in such agreement;
provided, however, that nothing herein shall be deemed to imply that Airline shall be entitled to

~58-

China Southern Airlines Company Ltd
2011 Lease and Use Agreement

1492



additional notice or cure tights at such defanlf other than as may be provided in such other
agreement; or

‘ (xi)  Airline shall fail duly and timely to remit to City any PFCs

collected by Airline from its passengers in‘accordance with 49 U.S.C. § 40117 and applicable
implementing regulations adopted by the FAA, 14 CFR Pt. 158, as they may be amended from
time to time.

Section 1502 Remedies. Upon the occurrence and during the contimuance of an Event of
Defanlt, 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 Airline’s
right to use the Demised Premises upon written notice to Airline. Airline expressly
acknowledges that in the absence of such written notice from City, no other act of City,
including, but not limited to, its re-entry into the Demised Premises, its efforts to relet the
Demised Premises, its reletting of the Demised Premises for Airline’s account, its storage of
Airline’s personal property and trade fixtures, its acceptance of keys to the Demised Premises
from Airline, its appointment of a receiver, or its exercise of any other rights and remedies under

this Section or otherwise at law shall constitute an acceptance of Airline’s surrender of the
‘Demised Premises or constitute a termination of this Agreement or of Airline’s right to
possession of the Demised Prelmses

B. Upon any termination in writing of Airline’s right to possession of the
Demised Premises, this Agreement shall terminate and City shall be entitled to recover damages
from Airline as provided in California Civil Code Section 1951.2 or any other applicable existing
or future laws providing for recovery of damages for such breach, mcludmg, but not ]nmted to,
the following:

@ The reasonable cost of recovering the Demised Premises; plus

(i)  The reasonable cost of removmg Airline’s Alterations, trade
fixtures and mprovements; plus” .

(iii)  All unpaid rent due or eamed hereunder prior to the date of
termination, less the proceeds of any reletting or any rental received from subtenants prior to the
date of termination applied as provided below, together with interest at the Interest Rate, on such
sums from the date such rent is due and payable tntil the date of the award of damages plus

(iv)  The amount by which the rent which would be payable by Airline
hereunder, as reasonably estimated by City, from the date of termination until the date of the
award of damages, exceeds the amount of such rental Joss as Airline proves could have been
- reasonably avoided, together with the interest rate on such sums from the date such rent is due
and payable until the date of the award of damages; plus - -
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- (v)  The amount by which the rent which would be payable by Airline’
hereunder, as reasonably estimated by City, for the remainder of the then Term after the date of
the award of damages exceeds the amount such rental loss as Airline proves could have been
reasonably avoided, discounted at the discount rate published by the Federal Reserve bank of
San Francisco for member banks at the time of the award plus one percent (1%); plus

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

For purposes of the foregoing, the amounts referred to in clauses (ii1) and (iv) above are
computed by allowing interest at the lower of eighteen 18% per annum and the highest rate
legally permitted under applicable law. For purposes of the foregoing, the term “rent” shall 4
mean all rent, Landing Fees, and other amounts payable by Airline hereunder. Notwithstanding
any other provisions hereof, any efforts by City to mitigate damages caused by Airline’s breach
of this A greement shall not constitute a waiver of City’s right to recover damages hereunder and
shall not affect the right of City to indemmnification pursuant to the provisions of Article 12 .
hereof. Airline agrees that Airline’s obligations under this Agreement, including the payment of
~ rent, are independent covenants and are not conditioned on the covenants or warranties of City.

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

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

. E. City shall have the right to enjoin, and any othér remedy or right now or
hereafter available to a landlord against a defaulting tenant under the laws of the State or the
equitable powers of its courts, and not otherwise specifically reserved herein.

F. City may elect to terminate any other agreement between Ajrline\ and City..

Section 1503 City’s Right to Perform. All agreements and provisions to be performed by
Airline under any of the terms of this Agreement shall be at its sole cost and expense and without
any abatement of rent or Landing Fees. If Airline shall fail to make any payment or perform any
act on its part to be performed hereunder and such failure shall continue for three (3) days (as to
any emergency), or thirty (30) days (as to-any non-emergency), after notice thereof by City, City
may, but shall not be obligated to do so, and without waiving or releasing Airline from any
obligations of Airline, make any such payment or perform any such other act on Airline’s part to
be made or performed as provided in this Agreement. All sums so paid by City and all necessary
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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 Airline as in the case of default by
Airline in the payment of rent or Landing Fees.

Section 1504 Rights Related to Termination. In the event of any termination based on any
breach of the covenants, terms and conditions contained in this Agreement, City shall have the
‘option at once and without further notice to Airline to enter upon the Demised Premises and take
exclusive possession of same. City may remove or store any personal property located therein,
at the sole cost and expense of Airline without City being liable to Airline for damages or loss
thereby sustained by Airline. Upon such termination by City, all rights, powers and privileges of
Airline hereunder shall cease, and Airline shall immediately vacate any space occupled by it
under this Agreement, and Airline 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, .
Airline shall have no right to of claim upon any improvements or the value thereof, which may
have been previously installed by Airline in or on the Demised Premises.

Section 1505 Cumulative Righfs.' The exercise by City of any remedy provided in this
Agreement shall be cumulative and shall in no way affect any other remedy available to City
under law or equity. ‘

Section 1506 Prepayment. As provided in Section 407, if Airline defaults in the payment of
rent, Landing Fees, or any other amounts due hereunder, City may require prepayment thereof. . -
Such right shall be in addition to and not in lieu of any and all other rights hereunder, or at law or

in equity.

Section 1507 Fines. City reserves the right to imi)ose and collect from Airline the fines set
forth in the Airport Rules as established and updated from time to time by the Director for
_ violations of Airport Rules or the terms of this Agreement by any Airline Entity.

o Director’s right to impose fines pursuant to this Agreement shall be in addition to and not
in lieu of any and all other rights hereunder, in the Airport Rules, at law or in equity. City shall
have no obligation to Airline to impose fines on or otherwise take action against any other tenant
- at the Airport. THE PARTIES HAVE AGREED THAT THE VIOLATIONS SET FORTH IN
THE AIRPORT RULES SHALL RESULT IN CITY INCURRING DAMAGES WHICH ARE
IMPRACTICAL OR IMPOSSIBLE TO DETERMINE. THE PARTIES HAVE AGREED
THAT THE FINES FOR SUCH VIOLATIONS SET FORTH IN THE ATRPORT RULES ARE

. AREASONABLE APPROXIMATION OF SUCH DAMAGES. Such fines shall constitute
“additional rent.”

. City reserves the right to impose and collect from Airline reimbursement for any ﬁnes for
violations of any federal, state or local laws or regulations by any Airline Entity.

Section 1508 [Reserved].
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Section 1509 Waiver of Notice. Except as otherwise expréssly provided in this Article 15,
Airline hereby expressly waives, so far as permitted by law, the service of any notice of intention
to enter or re-enter provided for in any statute, or of the institution of legal proceedings to that
end, and Airline, for and on behalf of itself and all persons claiming through or under Airline,
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 Airline is evicted
or City takes possession of the Demised Premises by reason of any default by Airline hereunder.

Section 15 10 _Annual Service Paymenis and City’s Right to Susneqd Part of Agreement.

A. An Annual Service Payment will be paid from the Airport Revenue Fund into
the General Fund of the City for each Fiscal Year during the Term of this Agreement beginning
. with Fiscal Year 2011/2012. In each such Fiscal Year, the Annual Service Payment shall equal
- the greater of (a) fifteen percent (15%) of Concession Revenues or (b) five rmillion dollars
(85,000,000). .

In each Fiscal Year, payment of the Annual Service Payment from the Airport Revenue
Fund to the City’s General Fund shall be made in installments on September 30, December 31,
. March 31 and June 30. Each of the installments payable on these dates shall be in an amount
equal to twenty-five percent (25%) of the budgeted Annual Service Payiment for such Fiscal
Year: As part of each Fiscal Year audit, the Annual Service Payment shall be recalculated based
on actual Concession Revenues and the payment submitted to the City shall be adjusted to reflect
the recalculation. -

During the Term of this Agreement, the Corrmnission will not make any payments to the
City's General Fund other than the Annual Service Payments, to-reimburse the City for the costs’
of any and all indirect services provided by the City to the Commission during any Fiscal Year in
which Annual Service Payments calculated as provided above are paid. The Commission shall
not make any additional payments to the City’s General Fund for indirect services provided by
the City to the Airport during any such Fiscal Year. The Commission may, in addition to
making Annual Service Payments, continue to reimburse the City’s General Fund for the actua],
verifiable and reasonable costs of direct services provided by the Clty to the Airport.

B. If Auline was a signatory to the Settlement Agreement or received from the
City and the Commission a Release in the form attached as Exhibit C to-the Settlement
Agreement, Airline hereby waives and forever releases whatever rights, if any, Airline may have,
either (a) under the Settlement Agreement or (b) by reason of such Release to challenge Anpual
Service Payments made after June 30, 2011.

C. Inthe event that the Annual Service Payment provided for above cannot be
made for any reason, other than Airport’s own inaction or action not in conformance with this
Agreement, including, but not limited to, supervening legislation or court decision, City may
elect to suspend uniformly as to all Slgnatory Airlines all or some of the following provisions of
this Agreement :

-62-

. China Southern Airlines Company Ltd
2011 Lease and Use Agreement

1496



Article Section
4 403 . " Landing Fees

5 503(A)-(K) Method of Adjusting Landing Fees

5 504(A) Review of Adjusted Rentals and Fees (only to the extent

© ' itpertains to adjustment of Landing Fees “in accordance
with this Agreement™) -

6 601(B) Capital Improvements

6  602(A) " Other Capital hmprovements

6 602(C) Other Capital Improvements

7 703 ~ Airfield Area Users

7 1701 - Holding Over

In addition or alternatively, in such event City may: (1) appropriate an amount equal to the
Annual Service Payment then payable hereunder in any Fiscal Year for Capital Improvements
included in City’s then-current Five Year Capital Program pursuant to Sections 16.104(b)(5) and
(6) of the City Charter (or any successor legislation) and any such appropriation shall not be
subject to Section 602; and (2) during any period of suspension of Sections 403, and 503(A)
through (K), pursuant to this Section, adjust the level of Terminal Area Rental Rates, observing
in the calculations of such adjusted rental rates the Cost Centers and procedures for allocation of
revenues, expenses, and debt service to such Cost Centers as illustrated in Exhibit O, and
maintaining the relationships between rental rates for each Space Category of Demised Premises;
provided, however, Airline reserves its rights to contest such adjusted rental rates through legal
processes to determine whether any such adjusted rental rates are reasonable or are otherwise in
accordance with applicable law.

D. The right of City to elect to suspend the above-referenced provisions, or any
of them, shall not be effective unless and until: - '

‘ (1) . The payment of the Annual Service Payment is interrupted for any
cause other than City’s own inaction or action not in conformance with this Agreement;

] (i)  City has given written notice to Airline of such interruptions.in
payment; : '

(i) Wlthm twelve (12)- months after the date of the notice of
lIltBlTllpthH in paymcnt, the City has failed to achieve the resumption of such Annual Service
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Payment or to have received sums equal to the then-current Annual Service Payment obligation
for its General Fund in lieu thereof; and

. (iv)  After expiration of such twelve (12) month period, City shall have
given. Airline thirty (30) days written notice of its election to exercise such right to suspend,
which notice shall specify which of the above-referenced provisions of this Agreément are
suspended. Following receipt-of sich notice and until Section 1510(F)(iv) shall be applicable,
Airline may elect to terminate this Agreement upon thlrty (30) days written nouce to City.

E. Dunng the period commencing with any such mtermptlon of Annual Service
Payments and continuing thereafter until such payments are resumed or sums equal to the then-
current Annual Service Payment obligation are received by City’s General Fund, in lieu théreof,
Section 502(B) shall remain in effect, and amounts equal to the Annual Service Payment shall be
segregated as-accumulated in an identifiable, interest-bearing subaccount of the Airport Revenue
Fund by City. Monies in such subaccount may be applied to any lawful purpose of the
Commission; provided, iowever, that to the extent such monies are so applied the Annual
Service Payment shall be deemed satisfied, pro tanto.

F. During any period of any interruptions of the Annual Service‘ Payment to City,
City shall use commercially reasonable efforts to achieve the resumption of siich Annual Service
Payment or receipt in the General Fund of a sum equivalent to the then-current Annual Service
Payment obligation in lieu thereof. Upon resumption of the Annual Service Payment or receipt -
. of sums equivalent to the then-current Annual Service Payment obligation by City’s General
Fund in lieu thereof

: ® The right of Commission to suspend or continue suspensmn of the
provisions referred to in this Section shall terminate;

(i)  Commission shall release from the Airport Revenue Fund
subaccount all funds therein, plus accrued interest, to the Airport Revenue Fund to be avaﬂable
for customary budgehng disposition;

(111) . As soon as practicable thereafter, Commission shall make any
necessary adjustments to the Terminal Area Rentals and Landigg Fees; and

" (iv)  Airline's Tight to terminate this Agreement as provided in -
Section 1510(D)(iv) shall terminate.

G. During any period of suspension of some or all of the above-referenced
provisions pursuant to this Section, City may take such other actions as may be permitted by law
which are designed to provide City with substitute monies in lieu of the Annual Service Payment
provided for in Section 502(B); provided, however, Airline reserves its rights to challenge the

. reasonableness or contest the legality of any such actions and nothing in this Agreement shall
operate as a waiver of, or estoppel or other bar to, any such challenge or contest.
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H. No action properly taken by City in exercise of its riéhts under this Article 15
shall be deemed a breach of any other provision of this Agreement.

Section 1511 _Airline’s Right to Terminate. If Airline is not then in default in the payment of -
any amount due from it to City hereunder, Airline, in addition to any other rights given to it
. herein or to which it may be entitled by law, may terminate this Agreement in its entirety by -
- giving City ninety (90) days advance written notice upon or after the occurrence and during the
continuance of any one or more of the following events:

A. The issuance of 2 permanent injunction by any court of competent jurisdiction
substantially restraining or preventing Airline from using all or major portions of the Airport for
airport purposes and its remaining in force for one hundred and eighty (180) days;

B. Any action of any govemmental authority, board, agency or officer having
jurisdiction thereof preventing Airline from conducting its air transportation business in its
entirety at the Airport;

C. The involuntaiy termination by any govermmental authority, board, agency or
officer having jurisdiction, of Airline’s right to serve San Francisco, Ca]ifornia' or

D. The defanlt by City in the performance of any material covenant or agreement
requed to be performed by City herein, which default materially and adversely limits or
prohibits Airline’s operations at the Airport, and the failure by City to remedy such default after
written notice thereof has been delivered to City, unless (i) City takes prompt action to remedy
such default within a period of sixty (60) days after receipt from Adrline of such notice, or (ii) in
the case of any such failure which cannot with due diligence be cured within such sixty (60) day
period, City takes corrective action within the sixty (60) day period and thgenﬂy pursues such
action until the failure is cured.

ARTICLE 16. SURRENDER OF POSSESSION OF DEMISED PREI\HSES

Section 1601 _Surrender. At the termination of this Agreement by expiration or otherwise, or of
any renewal or extension hereof, or upon partial surrender of the Demised Premises, including as
provided in Section 212, or upon Airline’s rejection of Preferential Gates as provided in Section
304, Airline shall peaceably quit and surrender to City the Demised Premises together with the
improvements and all Alterations approved by City in good order and condition, except for
normal wear and tear after Airline having made the last necessary repair required on its part .
under this Agreement, and further except for any portion of the Demised Premises condemned
and any damage and destruction for which Airline is not responsible hereunder.

Immediately before the Expiration Date or other termination of this Agreement, Airline
shall remove all personal property and trade fixtures, and repair any damage resulting from the
removal; provided, City in its sole discretion shall have the right to reserve ownership of any
telecommunications equipment, wire, cabling and/or conduit installed in the Demised Premises
by .or on behalf of Airline. If such removal is not completed at the expiration or other
termination of this Agreement, City may remove the same at Airline’s expense. In such event,
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Airport shall not be responsible for any losses related to such personal property, at Clty s option,
be deemed abandoned and disposed of in accordance with Section 1980 et seq. of the California
Civil Code or in any other mannewallowed by law. Notwithstanding anything to the contrary in
this Agreement, City can elect at any time prior to the Expiration Date or within five (5) days
afier termination of this Agreement, to require Airline to remove, at Airline’s sole expense, all or
part of the improvements, Alterations, trade fixtures or equipment constructed. or installed by.or

~ at the expense of Airline including, but not limited to, any passenger loading bridges, baggage
handling systems, telecommunications equipment, wires, cabling and/or conduit installed in the
Demised Premises by or on behalf of Airline. Airline shall promptly remove such items and
shall repair, at no cost to the City, any damage to the Demised Premises resulting from such
removal, or if Airline fails to repair, City may do so, at Airline’s expense. Airline’s obhoauons
under this Section shall survive the Expiration Date or other termination of this Agreefnent.

ARTICLE 17. ‘ HOLDING OVER

Section 1701 Month to Month. If Airline shall, with the concurrence of Commission, hold over
after the expiration or sooner termination of the Term of this Agreement, the resulting tenancy
shall, unless otherwise mutually agreed, be on a month-to-month basis, and may be terminated
by Airline or Commission at any time on thirty (30) days written notice to the other party. -
During such month-to-month tenancy, Airline shall pay to Commission the same rate of rentals
and Landing Fees as are set forth herein, unless different rates shall be agreed upon, and the
parties shall be bound by all of the provisions of this Agreement, insofar as they may be
pertinent, unless different terms and conditions shall be agreed upon. If Airline shall, without the
written consent of the Commission, hold over after the expiration or sooner termination of the
Term of this Agreement, Airline shall pay to Commission on a month-to-month basis the rentals
and the Non-Signatory Premium on Landing Fees as provided in Section 5 03(]) for any such
holdover period and shall otherwise be subject to the terms and conditions of this Agreement
beyond the end of the term hereof. Any holding over without Commission’s consent shall
constitute a default by Airline and entitle Commission to exercise any or all remedies as
provided herein, notwithstanding that Commission may elect to accept one or more payments of
Terminal Area Rentals, and whether or not such amounts are at the holdover rate specified above
- or the rate at the end of the term of this Agreement. ‘

ARTICLE 18." = CITY CONTRACTING PROVISIONS
Section 1801 Nondiscrimination Ordinance. Airline shall comply with the following:

. A. Airline Shall Not Discriminate. In the perfonnance of this Agreement, Airline
agrees not to discriminate against any employee, City employee working with Airline, applicant
for employment with Airline, or against any person seeking accommodations, advantages,
facilities, privileges; services, or membership in all business, social, or other establishments or
organizations, 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 agalnst such classes.
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B. Subleases and Other Subcontracts. ' Airline shall include in all subleases and
other subcontracts relating to the Demised Premises a non-discrimination clause applicable to
such subtenant or other subcontractor in substantially the form of Subséction (A) above. In
addition, Airline shall incorporate by reference in all subleases and other subcontracts the
- provisions of Sections 12B.2(a),. 12B.2(c)-(k), and 12€.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 obhvatmns in this Subsection shall constitute a material
breach of this Agreement.

C. Non—Discrimination in Beneﬁts. Airline does not as of the date of this
Agreement and will not during the Term, in any of its operations in San Francisco onreal
property owned by City, or where work is being performed for City elsewhere in 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
condltlons set forth in Section 12B.2(b) of the San Francisco Administrative Code.

D. Conditions to Contract. As a condition to this Agreement, Airline shall
execute the "Chapter 12B Declaration: Nondiscrimination in Contracts and Benefits" form (Form
HRC-12B-101) with supporting documentation and secure the approval of the form by the San -
Francisco Human Rights Commission. Airline hereby represents that prior to execution of this
Agreement, () Airline executed and submitted to the HRC Form HRC-12B- 101 Wlth supporting
documentation, and (i) the HRC approved such form.

E. Incdrporation of Administrative Code Provisions by Reference. 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 incoxporated in this
Section by reference and made a part of this Agreement as though fully set forth herein. Airline
shall coniply fully with and be bound by all of the provisions that apply to this Agreement under
such Chapters of the Administrative Code, inchuding, but not limited to, the remedies provided in -
. such Chapters. Without limiting the foregoing, Airline understands that pursuant to Sections
12B.2(h), 12C.3(g) of the San Francisco Administrative Code, a penalty of fifty dollars ($50) for
each person for each calendar day during which such person was discriminated againstin -
violation of the provisions of this Agreement may be assessed against Airline and/or deducted

from any payments due Airline.

Section 1802 Conflict of Interest. Through its execution of this Agreement, Aitline
acknowledges that it is familiar with the provision of Section 15.103 of the City’s Charter,
Article T, Chapter 2 of City’s Campaign and Governmental Conduct Code, and Section 87100
et seq. and Section 1090 et seq. of the Government Code of the State, and certifies that it does
not know of any facts which constitutes a violation of said provisions and agrees that it will
immediately notify the City if it becomes aware of any such fact during the term of this
Agreement.
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Section 1803 Tropical Hardwoods and Virgin Redwoods. The City urges companies not to
import, purchase, obtain or use for any purpose any tropical hardwood, tropical hardwood wood
product, virgin redwood or virgin redwood wood product. Except as expressly permitted by the .
application of Sections 802(B) and 803(B) of the San Francisco Environment Code, Airline shall
not provide any items to the construction of Airline tenant improvements or the Alterations, or
otherwise in the performance of this Agreement, which are tropical hardwoods, tropical
hardwood wood products, virgin redwood, or virgin redwood wood products. In the event
Airline fails to comply in good faith with any of the provisions-of Chapter 8 of the San Francisco
Environment Code, Airline shall be liable for liquidated damages for each violation in any
amount equal to Airline’s net profit on the contract, or five percent (5%) of the total amount of
the contract dollars, whichever is greater.

Section 1804 Drug-Free Workplace Policy. Airline acknowledgcs that pursuant to the Fedéral '
Drug-Free Workplace Act of 1989, the unlawful manufacture, distribution, dispensation,
possession or use of a controlled substance is prohibited on City premises Airline agrees that
any violation of this prohibition by Airline, its employees, agents or assigns shall be deemed a
material breach of this Agreement.

Section 1805 Compliance with Americans With Disabilities Act and Air Carrier Access Act.
Airline acknowledges that, pursuant to the ADA and the ACAA, to the extent applicable to
Airline, programs, services and other activities provided by a public entity to the public, whether
directly or through a contractor, must be accessible to the disabled pub]ic To the extent the
"ADA or the ACAA is so applicable: (2) Airline shall provide the services specified in this :
Agreernent in a manner that complies with the ADA or the ACAA, as applicable, and any and all
other applicable federal, State and local disability rights legislation; (b) Airline agrees not to
discriminate against disabled persons in the provision of services, benefits or activities provided
under this Agreement; and (c) Airline further agrees that any violation of this prohibition on the |
part of Airline, its employees, agents or assigns shall constitute a material breach of this
Agreement. ' '

Section 1806 Pesticide Prohibiﬁon

A. Airline shall comply Wlth the provisions of Section 308 of Chapter 3of the

San Francisco Environment Code (the "Pesticide Ordinance™) which (i) prohibit the use of
certain pesticides on City propetty, (ii) require the posting of certain notices and the maintenance

.of certain records regarding pesticide usage, and (iii) require Airline to submit to the Airport an
integrated pest management ("TPM™) plan that (a) lists, to the extent reasonably possible, the
types and estimated quantities of pesticides that Airline may need to apply to the Demised
Premises during the terms of this Agreement, (b) describes the steps Airline will take to meet the
City’s IPM Policy described in Section 300 of the Pesticide Ordinance, and (c) identifies, by
name, title, address, and telephone number, an individual to act as the Airline’s primary IPM
contact person with the City. In addition, Airline shall comply with the requirements of Sections
303(a) and 303(b) of the Pesticide Ordinance.
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B. Nothing herein shall prevent Airline, through the Director, from seeking a
determination from the Commission on the Environment that it is exempt from complying Wlth
. certain portions of the Pesticide Ordimance as provided in Section 307 thereof.

Section 1807 MacBnde Principles - Northern Ireland. The City urges companies doing
business in Northermn 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 also urges San Francisco companies to do business with -
corporations that abide by the MacBride Principles. Airline acknowledges that it has read and
understands the above statement of the City concerning doing business in Northern Ireland.

Section 1808 No Advertising or Promotions: Prohibition of Tobacco Advertising. Airline shall
have no right to conduct any advertising or promotional activities on the Airport. Airline -
acknowledges and agrees that no advertising of cigarettes or tobacco products is allowed on any
real property owned by or under the control of the City, including the Demised Premises and the
Airport. This prohibition includes the placement of the name of a company producing, selling or
distributing cigarettes or tobacco products or the name of any cigarette or tobacco product in any
promotion of any event or product. This prohibition does not apply to any advertisement
sponsored by a state, local or nonprofit entity designed to communicate the health hazards of
cigarettes and tobacco products or to encourage people not to smoke or to stop smoling.

Section 1809 _First Source Hiring Ordinance. The City has adopted a First Source Hiring
Ordinance (Board of Supervisors Ordinance No. 264 -98) which establishes specific
requirements, procedures and monitoring for first source hiring of qualified, economically
disadvantaged individnals for entry level positions. Within thirty (30) days after the Real Estate
Division of the Department of Administrative Services adopts a First Source Hiring
Implementation and Monitoring Plan in accordance with the First Source Hiring Ordinance,
Airline shall enter into a First Source Hiring Agreement that meets the applicable reqmrements
of Section 83.9 of the First Source Hmng Ordinance.

Section 1810 (Reserved].

Section 1811 . Sunshine Ordinance. In accordance with Section 67.24(e) of the San Francisco
Administrative Code, contracts, contractors® bids, leases, agreements, responses to Requests for
Solicitations, 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 net 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 Section will be made avmlable to the
public upon request.

Section 1812 Charter Provisions. This‘Agreement is governed by and subject to the provisions
of the City Charter. : '
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Sechon 18 13 Requiring Health Benefits for Covered Emr.xloyees

A. Unless exempt, Airline agrees to comply fully with and be bound by all of the
provisions of the Health Care Accountability Ordinance (HCAO), as set forth in San Francisco -
Administrative Code Chapter 12Q, including the remedies provided, and implementing
regulations, as.the same may be amended from time to time. The provisions of Chapter 12Q are
incorporated herein by reference and made a part of this Agreement as though fully set forth.
The text of the HCAO is available on the web at http://www.sfgov.org/olse. Capitalized terms
used in this Section and not defined in this Agreement shall have the meanings assigned to such
terms in Chapter 12Q.

B. For each Covered Employee, Airline shall provide the appropriate health
benefit set forth in Section 12Q.3 of the HCAO. If Airline chooses to offer the health plan
option, such health plan shall meet the minimum standards set forth by the San Francisco Health
Corumission. A

C. Notwithstanding the above, if the Airline is a small business as defined in
Secﬁon 12Q 3(d) of the HCAQ, it shall have no obligation to comply with Subsection (A) above.

D. Airline's failure to comply with the HCAOQ shall constitute a material breach
of this Agreement. City shall notify Airline if such a breach has occurred. If, within thirty (30)
days after receiving City's written notice of a breach of this Agreement for violating the HCAO,
. Airline fails to cure such breach or, if such breach cannot reasonably be cured within such period
of thirty (30) days, Airline fails to cormmence efforts to cure within such period, or thereafter
fails diligently to pursue such cure to completion, City shall have the right to pursue the remedies
set forth in Sections 12Q.5.1, 12Q.5(f)(1-6). Each of these remedies shall be exercisable
mdlwdually or in combination with any other rights or remedies available to City.

E. Any Subcontract entered into by Aidine sha]l require the Subcontractor to
comply with the requirements of the HCAO and shall contain contractual obligations
substantially the same as those set forth in this Section. Airline shall notify City's Purchasing
Department when it enters into such a Subcontract and shall certify to the Purchasing
Department that it has notified the Subcontractor of the obligations under the HCAO and has
imposed the requirements of the HCAO on Subcontractor through the Subcontract. Airline shall
be responsible for its Subcontractors' compliance. with this Chapter. If a Subcontractor fails to
comply, the City may pursue the remedies set forth in this Section against Airline based on the
Subcontractor’s failure to comply, prov1ded that City has first provided Airline with notice and .
an opportunity to obtain a cure of the violation. -

F. Ajrline shall not discharge, reduce in compensation, or otherwise discriminate
against any employee for notifying City with regard to Airline's compliance or anticipated
compliance with the requirements of the HCAO, for opposing any practice proscribed by the
HCAO, for participating in proceedings related to the HCAO, or for seeking to assert or enforce
any rights under the HCAO by any lawful means.
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G. Airline represents and warrants that it is not an entity that was set up, or is .
being used, for the purpose of evading the intent of the HCAO.

H. Airline shall maintain employee and payroll records in comphance with
California Labor Code and Industrial Welfare Commlssmn orders

1. Airlive shall keep itself mformed of the cunent requirements of the HCAO.

~J.  Airline shall provide reports to the City in.accordance with any réporting
standards promulgated by the City under the HCAO, including reports on Subcontractors and
Subtenants, as applicable.

K. Airline shall provide City with access to records pertammg to compliance
with HCAO after receiving a written request from City to do so and being provided at least ten
(10) business days to respond.

L. Aidine shall allow City to inspect Airline's Demised Premises and to have
access to Airline's employees in order to monitor and determine compliance with HCAOQO.

M. City may conduct random audits of Airline to ascertain its compliance with
HCAO. Airline agrees to cooperate with City when it conducts such audits.

N. If Airline is exempt from the HCAO when this Agreement is executed
because its amount is less than twenty-five thousand dollars ($25,000), but Airline later enters
into an agreement or agreements that cause Airline's aggregate amount of all agreements with
City to reach seventy-five thousand dollars ($75,000), all the agreements shall be thereafter
subject to the HCAO. This obligation arises on the effective date of the agreement that causes
the cumulative amount of agreements between Airline and the Contracting Department to be - -
equal to or greater than seventy-five thousand dollars ($75 000) in the Flscal Year.

Section 1814 Requiring Minimum Compensation for Covered Emplovyees.

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

B. The MCO requires Airline to pay. Adirline's employees a minimum hourly
gross compensatlon wage rate and to provide minimum compensated and uncompensated time
off. The minimum wage rate may change from year to year and Airline is obligated to keep
informed of the then-current requirements. Any sublease entered into by Airline shall require the .
subtenant to comply with the requirements of the MCO and shall contain contractual obligations
substanhally the same as those set forth in this Section. It is Airline’s obligation to ensure that
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any subtenants 'of any tier under this A greement comply with the requirements of the MCO. If
any subtenant under this Agreement fails to comply, City may pursue any of the remedies set
forth in this Section against Airline. —

C. Airline shall not take adverse action or otherwise discriminate against an

employee or other person for the exercise or attempted exercise of rights under the MCO. Such -

actions, if taken within 90 days of the exercise or attempted exercise of such rights, will be
rebuttably presumed to be retaliation prohibited by the MCO.

D. Airline shall maintain employee and payroll records as required by the MCO.
If Airline fails to do so, it shall be presumed that the Airline paid no more than the minimum
wage required under State law.

E. The City is authorized to inspect Airline’s _]Ob sites and conduct interviews
with employees and conduct audits of Airline. -

‘F. Airline's commitment to provide the Minimum Compensation is a material
element of the City's consideration for this Agreement. The City in its sole discretion shall
determine whether such a breach has occurred. The City and the public will suffer actual
- damage that will be impractical or extremely difficult to determine if the Airline fails to comply
with these requirements. Airline agrees that the sums set forth in Section 12P.6.1 of the MCO as
Liquidated damages are not a penalty, but are reasonable estimates of the loss that the City and
- the public will incur for Airline's noncompliance. The procedures governing the assessment of
liquidated damages shall be those set forth in Section 12P.6.2 of Chapter 12P.

“G. Airline understands and agrees that if it fails to comply with the requirements
of the MCO, the City shall have the right to pursue any rights or remedies available under
* Chapter 12P (including liquidated damages), under the terms of the contract, and under
applicable law. If; within 30 days after receiving wiitten notice of a breach of this Agreement
for violating the MCO, Airline fails to cure such breach or, if such breach cannot reasonably be
cured within such period of 30 days, Adrline fails to commence efforts to cure within such
period, or thereafter fails diligently to pursue such cure to completion, the City shall have the
right to pursue any rights or remedies available under applicable law, including those set forth in
Section 12P.6(c) of Chapter 12P. Each of these remedies shall be exercisable md1v1dua]ly orin
combination with any other rights or remedies available to the City.

H. Airline represents and-warrants that it is not an entity that was set up, or is
being used, for the purpose of evading the intent of the MCO.

I X Airline is exempt from the MCO when this Agreement is executed because
the cumulative amount of agreements with this department for the Fiscal Year is less than
$25,000, but Airline later enters into an agreement or agreements that cause contractor to exceed
that amount in a Fiscal Year, Airline shall thereafter be required to comply with the MCO under
this Agreement. This obligation arises on the effective date of the agreement that causes the
cumulative amount of agreements between Airline and Commission to exceed $25,000 in the
Fiscal Year.
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Section 1815 Notification of Limitations on Contributions. Through its execution of this
Agreernent, Airline acknowledges that it is familiar with Section 1.126 of the San Francisco

- Campaign and Govemnmental Conduct Code, which prohibits any person who contracts with the
City for the selling or leasing any land or building to or from the City whenever such transaction
- would require approval by a City elective officer or the board on which that City elective officer
serves, from making any campaign contribution to the officer at any time from the
commencement of negotiations for such contract until the termination of negotiations for such
contract or three (3) months has elapsed from the date the contract is approved by the City
elective officer, or the board on which that City elective officer serves.

Section 1816 Compliance with Laws. Airline shall keep itself fully informed.of the City
Charter, codes, ordinances and regulations of the City and of all State, and federal laws in any
manner applicable to the performance of this Agreement, and must at all times comply with such
applicable local codes, ordinances, and regulations and all applicable laws as they may be
amended from time to time.

Section 1 817 Am)ort 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 Dlrector's prior consent.

Section 1818 Food Service Waste Reducﬁon. If and to the extent applicable, the Airline agrees
. to comply fully with and be bound by all of the applicable provisions of the Food Service Waste
Reduction Ordinance, as set forth in the San Francisco Environment Code, Chapter 16, including
the remedies provided therein, and implementing goidelines and rules. The provisions of
Chapter 16 are incorporated herein by reference and made a part of this Agreement as though
fiilly set forth herein. Accordingly, Airline acknowledges that City contractors and lessees may

" notuse Dlsposable Food Service Ware that contains Polystyrene Foam in City Facilities and
while performing under a City contract or lease, and shall instead use suitable
Biodegradable/Compostable or Recyclable Disposable Food Service Ware. This provision is a
material term of this Agreement. By entering into this agreement, Airline agrees that if it ‘
breaches. this provision, City will suffer actnal damages that will be impractical or extremely
difficult to determine; further, Airline agrees that the sum of one hundred dollars ($100.00)
Liquidated damages for the first breach, two hundred dolars ($200.00) liquidated damages for the
second breach in the same year, and five hundred dollars ($500.00) liquidated damages for
subsequent breaches in the same year is a reasonable estimate of the damage that City will incur
based on the violation, established in light of the circumstances existing at the time this
agreement was made. Such amounts shall not be considered a penalty, but rather agreed
monetary damages sustained by City because of Airline's failure to comply with this provision.

Section 1819 Tabor Disputes. Airline agrees to use comme;:c;ially reasonable efforts to avoid
disruption to City, other Air Carriers, Airport tenants, or members of the public arising from
labor disputes involving Airline, and in the event of a strike, picketing, demonstration or other
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labor difficulty involving Airline, to use commercially reasonable efforts, including the
utilization of available legal remedies, to minimize or eliminate any disriuption to City, other Air
Carriers, Airport tenants, or members of the public, arising ﬁom such strike, picketing,
demonstration or other labor difficulty.

Sectmn 1820 Preservative-Treated Wood Contammg Arsenic. As of July 1, 2003, Airline may
not purchase preservative-treated wood products containing arsenic in the performance of this
Agreement unless an exemption from the requirements of Environment Code Chapter 13 is
obtained from the Department of Environment under Section 1304 of the Bavironment Code.
The term "preservative-treated wood containing arsenic" shall mean wood treated with a
preservative that contains arsenic, elemental arsenic, or an arsenic copper combination,
including, but not limited to, chromated copper arsenate preservative, ammoniac copper zinc
arsenate preservative, or ammoniacal copper arsenate preservative. Airline may purchase
preservative-treated wood products on the list of environmentally preferable alternatives
prepared and adopted by the Department of Environment. This provision does not preclude
Airline from purchasing preservative-treated wood containing arsenic for saltwater immersion.
The term "saltwater imimersion" shall mean a pressure-treated wood that is used for construction
purposes or facilities that are partially or totally immersed in saltwater.

Section 1821 T.ocal Hire. Airline’s construction activities are subject to the San Francisco
Local Hiring Policy for Construction (“Local Hire Policy”) (San Francisco Administrative Code
Section 6.22(()) unless the construction activities are undertaken and contracted for by Airline
and are estimated to cost less than $750,000 per building permit or meet any of the other -
exemptions in San Francisco Administrative Code Section 6.22(G). Accordingly, Airline, as a
condition of this Lease, agrees that, unless subject to an exemption or conditional waiver, Airline
shall comply with the obligations in San Francisco Administrative Code Section 6.22(G) and
shall require Airline’s subtenant to comply with such obligations to the extent applicable. Before
starting any work subject to this Section, Airline shall contact the City’s Office of Economic
Workforce and Development (“OEWD™) to verify the Local Hire Policy requirements that apply
to that work and shall comply with all such requirements. Airline’s failure to comply with the
obligations in this Section shall constitute a material breach of this Lease and may subject
Airline to the consequences of noncomphance specified in the Local Hire Policy, including but
not limited to penalties.

A. For each contractor and subcontractor performing improvements in amounts .
exceeding the “Threshold Amount” for a “Covered Project” (as'such terms are as defined in the
Local Hire Policy), Airline shall comply with the applicable mandatory participation levels for
Project Work Hours performed by Local Residents, Disadvantaged Workers and Apprentices set
foxth in Administrative Code Section 6.22(G)(4).

B. +  For Covered Projects estimated to cost more.than $1,000,000, prior to

" commencement of any work subject to the Local lee Policy, Airline shall prepare and submit to
City and OEWD for approval a “local hiring plan” for the project in accordance with

Administrative Code Section 6.22(G)(6)(a). ‘

C. Airline shall comply with applicable recordkeeping and reporting requirements
and shall cooperate in City inspections and audits for compliance with the Local Hire Policy,
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mcludmg allowing access to employees of its contractors and subcontractors and other Wlmesses
at the Premises.

D. Airline agrees that (1) Airline shall comply with all applicable réquiremeﬁts of the
Local Hire Policy; (ii) the provisions of the Local Hire Policy are reasonable and achievable by

Airline; and (iif) Airline has had a full and fair opportunity to review and understand the terms of
the Local Hire Policy. :

ARTICLE 19. | N[ISCELLANEOUS PROVISIONS

Section 1901 No Individual Liability. No Commissioner, director, officer, agent or employee
of either party shall be chaxged personally or held contractually liable by or to the other party

- under any term or provision of this Agreement or because of any breach thereof or because of its
or their executlon or attempted execution.

Section 1902 _Apreements With Governmuents. Except for the payment of rentals and fees
provided for herein, this Agreement is subject and subordinate to the provisions of any
agreement and amendments thereto heretofore made between City and the United States, relative
to the operation or maintenance of the Airport, the execution of which has been required as a
condition precedent to the transfer of federal rights or property to City for'Airport purposes, or to
the expenditure of federal funds for the extension, expansion, or development of the Airport,
including the expenditure of federal funds for the development of the Airport in accordance with
the provisions of the Federal Aviation Act of 1958, as it has been amended from time to time.

Section 1903 Governing Law. This Agreement shall be deemed to have been made in, and bé
construed in accordance with, the laws of the State and the City Charter.

Section 1904 Notices. Any notice given under this Agreement shall be effective only if in
writing and given by delivering the notice in person or by sending it first-class mail or certified
mail with a return receipt requested or by overnight courier, return receipt requested, with
postage prepaid, to: (d) Airline, (i) at Airline’s address set forth in the Airline’s Address Notice,
or (ii) at any place where Airline or any agent of Airline may be found if sent subsequent to
Airline’s vacating, abandoning or surrendering the Demised Premises; or (b) City, at City’s
address set forth in the City’s Notice Address; or (c) to such other address as either City or
Aitline may designate as its new address for such purpose by notice given to the other in
accordance with the provisions of this Section at least ten (10) days prior to the effective date of
such change. Any notice hereunder shall be deemed to have been given two (2) days after the

. date when it is mailed if sent by first class or certified mail, one day after the date it is made if
sent by overnight courier, or upon the date personal delivery is made. For convenience of the
parties, copies of notices may also be given by facsimile to the telephone number set forth in the
City’s Notice Address and the Airline’s Notice Address or such other number as may be
provided from time to time; however, neither party may give official or binding notice by
facsimile. Airline shall promptly provide City with copies of any and all notices received
regarding any alleged violation of laws or insurance requirements or any alleged unsafe
condition or practice related to Aulme s use of, or its operations at, the Airport. Any prowsmn
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herein that one party shall notify the other of some matter is to be construed as a requirement that
notice is to be given in accordance with the provisions of this Section. :

Sectionn 1905 No Implied Waiver. No failure by City to insist upon the strict performance of
any obligation of Airline under this Agreement or to exercise any right, power or remedy arising
out of a breach thereof, irrespective of the length of time for which such failure continues, prior
to the expiration of the Term by any City, shall constitute a waiver of such breach or of City’s
right to demand strict compliance with such term, covenant or condition or operate as a surrender
- of this Agreement. 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 penod of time, other than
the default, performance or period of time spec1ﬁed in such express waiver. One or more written
waivers of a default or the performance of any provision hereof shall not be deemed to be a
waiver of a subsequent default or performance. Any consent by City hereunder shall not relieve
Airline of any obligation to secure the consent of City in any other or future instance under the
terms of this Agreement.

Section 1906 Federal Grant Agreement Covenants. Airline acknowledges that City is subject to
Federal Grant Agreement obligations as a condition precedent to granting of funds for

_ improvement of the Airport, and, accordingly, agrees to be bound by the following covenants
provided by the FAA, as they may apply to Airline.

A. Airline for itself, its personal representatives, successors in interest, and
assigns, as part of the consideration hereof, does hereby covenant and agree that in the everit
facilities are constructed, maintained, or otherwise operated at the Airport for a purpose for.
which a DOT program or activity is extended, or for another purpose involving the provision of
similar services or benefits, Airline shall maintain and operate such facilities and services in
compliance with all other requirements imposed pursuant to Title 49, Code of Federal
Regulations, DOT, Sub-title A, Office of the Secretary, Part 21, Nondiscrimination in Federally-
. Assisted Programs of the Department of Transportation-Effectuation of Title VI of the C1v11
Rights Act of 1964, and as said regula’aons may be amended.

B. Airline for itself, its personal representatives, suceessors in interest, and

. assigns, as part of the consideration hereof, does hereby covenant and agree that (1) no person on -
the grounds of race, color, or national origin shall be excluded from participation, denied the
benefits of, or be otherwise subjected to discrimination in the use of said facilities, (2) that in the
construction of any improvements on, over, or under the Airport and the furnishing of services
thereon, no person on the grounds of race, color, or national origin shall be excluded from
participation or denied the benefits of, or otherwise be subjected to discrimination, (3) that
Airline shall use all City premises in compliance with all other requiréments imposed by or
pursuant to Title 49, Code of Federal Regulations, DOT, Sub-title A, Office of the Secretary,
Part 21, Nondiscrimination in Federally-Assisted Programs of the Department of Transportation-
Effectuation of Title VI of the Civil Rights Act of 1964, and as said Regulations may be
amended. ,

C. That in the event of breach of any of the above nondiscrimination covenants,
City shall have the right to terminate this Agreement, to re-enter and repossess any of said

~76-

China Southermn Airlines Company Ltd
2011 Lease and Use Agreement

1510



Airport premises and the facilities thereon, and to hold the same as if this Agreement had never
been made or issued. This provision shall not become effective until the procedu.res of 49 CFR
Part 21 are followed and completed including explrahon of appeal rights. -

D. Airline shall furnish its accommodations and/or services on 2 fair, equal and.
not unjustly discriminatory basis to all users thereof and it shall charge fair, reasonable and not
unjustly discriminatory prices for each unit or service; provided, that Airline may be allowed to
make reasonable and nondiscriminatory discounts, rebates or other similar types of price
reduc’aons to volume purchasers.

E. Non-compliance with Subsection (D) above shall constitute a material breach
- of this Agreement and in the event of such non-compliance City shall have the right to terminate
this Agreement and any estate hereby created without liability therefor or, at the election of City
or the United States, either or both said governments shall have the right to judicially enforce
Subsections (A), (B), (C), and (D) of this Section.

F. Airline égrees that it shall insert or incorporate b}t reference the provisions in
Subsections (A)-(E) of this Section in any agreement by which Airline grants a right or privilege
to any person, firm or corporation to render accommodations and/or services to the pubhc at the

AJIport

.G. Alrline assures that it will comply with pertinent statutes, executive orders and
such rules as are promulgated to assure that no person shall, on the grounds of race, creed, color,
national origin, sex, age, or handicap, be excluded from participating in any activity conducted

with or benefiting from federal assistance. This paragraph obligates Airline or its transferee for
' the period during which federal assistance is extended to the airport program, except where ’
federal assistance is to provide, or is in the form of, personal property or real property or interests
therein or structures or improvements thereon. In these cases, this paragraph obligates the party
or any transferee for the longer of the following periods: (i) the period during which the property
is used by the sponsor or any transferee for a purpose for which federal assistance is extended, or
for another purpose involving the provision of similar services or benefits; or (ii) the period
during which the airport sponsor or any transferee retains ownership or possession of the
property. In the case of contractors, this paragraph binds the contractors from the bid solicitation.
period through the completion of the contract.

H. Notwithstanding anything set forth herein to the contrary, to the extent
required: (2) under the Master Bond Documents; or (b) by, the FAA, the DOT, the TSA ora
similar governmental authority, other than City, having Junsdlcuon over the Airport, City
reserves the right to further develop or improve the landing area of the Airport as requited,
regardless of the desires or views of Airline and Without interference or hindrance.

1 This Agreement shall be subordinate to the provisions and requirements of
any existing or fiiture agreement between City and the United States relative to the development,
operation or maintenance of the Airport.
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J. Airline agrees.to comply with the notification and review requirements
covered in Pait 77 of the Federal Aviation Regulations in the event any firture structure or
building is planned for the Airport premises or in the event of any planned modification or
alteration of any present or future building or structure situated on the permiited premises.

'K Airline, by accepting this Agreement, agrees for itself and its successors and ..
assigns that it will not make use of the Airport premises in any manner which might interfere
with the landing and taking off of aircraft from the Airport or otherwise constitute a hazard. Tn

" the event the aforesaid covenant is breached, City reserves the right to enter upon the Airport
premises and cause the abatement of such interference at the expense of Airline.

L. Aisline, by accepting this Agreement, expressly agrees for itself and its
successors and assigns that it will not erect nor permit the erection of any structure or object, nor
permit the growth of any tree on the Airport premises, above the main sea level elevation that
would exceed FAR Part 77 standards or elevations affecting the Airport navigable airspace. In
the event the aforesaid covenants are breached, City reserves the right to enter upon the
permitted premises and to remove the offending structure or.object and cut the offending tree, all
of which shall be at the expense of Airline. .

Section 1907 Contracting on More Favorable Terms.

A. City covenants and agrees that in the event it enters into any lease, contract or
any other agreement with any other Air Carrier containing more favorable terms than this
Agreement, or grants to any Air Carrier rights, privileges, or concessions at the Airport which are
not accorded Airline hereunder, it shall advise Airline of such action and this Agreement shall, at
Airline’s option, be amended to incorporate such rights, terms, privileges and concessions, or
any of them, as part of this Agreement; provided, however, that this covenant shall not extend to -
any intrastate Air Carrier operating only aircraft of less than 30,000 pounds maximum gross
weight nor shall it require City to permit international flights from any Domestic Terminal.

B. In the event that any Air Caxner shall undertake any operations at the Airport
for the carriage of passengers, cargo or mail by air, City shall require, to the extent legally
permissible, such Air Carrier to execute and deliver an agreement, lease, permit or contract with
City prowdmg for: : '

A 6] the payment of Landing Fees at rates not less than those rates then
in effect for the Signatory Airlines, and on such other terms and conditions that are not more
favorable than those terms and conditions then in effect for the Signatory Airlines; and

; (i)  the payment of (a) rentals, for any space leased from City in the
Terminal Area at rates not less than those rates then payable by the Signatory Airlines for similar
space; provided, however, that if space has been constructed by City for such Air Carrier and the
rental rates then payable by the Signatory Airlines for similar space would not fairly compensate
City for the cost of providing, maintaining, operating and administering such space over the term
of its agreement with such Air Carrier, then at réntal rates that will fairly compensate City; or (b)
terminal operations charges, if such Air Carrier does not lease, sublease or hold space pursuant to
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a permit in the Terminal Area, which charge shall be payable for each aircraft amval in the
Terminal Area in an amount that will fairly compensate City; and

. (iii)  the payment of fees (including those described in Section 405) for
use by such Air Carrier of Common Use areas, mcludmg operating costs of all baggage handling,
public address, porter service or other passenger service systems, calculated and billed to such
Air Carrier as in the case of the Signatory Airlines. -

Section 1908 Force Majeure. Neither City nor Airline shall be deemed in violation of this
Agreement if it is prevented from performing any of its obligations hereunder by reason of
strikes, boycotts, labor disputes, embargoes, shortages of material, acts of terrorism, riots,
rebellion, sabotage or any other casualty which is not within its control; provided, however, that
these provisions shall not excuse Airline from payment of the Terminal Area Rentals and
Landing Fees specified in Articles 4 and 5 hereinabove, and other fees, rates, and charges
specified in this Agreement. -

Section 1909 Tnvalid Provisions and Severability. In the event any covenant, condition or
provision herein contained is held to be invalid or unenforceable by a court of competent
jurisdiction, the invalidity or unenforceability of any such covenant, condition or provision shall
in no way affect any other covenant, condition or provision herein contained, provided the
invalidity or unenforceability of any such covenant, condition or provision does not materially
prejudice either City or Airline in their respective rights and obhgaﬂons contained in the valid
covenants, conditions and provisions of this Agreement

Section 1910 Headings. The headings of the several Sections of this Agreement are inserted
only as a matter of convenience and for reference and in no way define, limit or describe the
scope or intent of any provisions of this Agreement, and shall not be construed to affect in any
manner the term and provisions hereof or the interpretation or construction thereof.

Section 1911 Exclusiveness of Airline’s Rights. Nothing herein contained shall be deemed to

_ grant to Airline any exclusive fight or privilege within the meaning of 49 U.S.C. Section
40103(e) or 49 U.S.C. Section 47107(a)(4) for activity on the Airport, except that, subject to the

‘terms and provisions hereof, Airline shall have the right to exclusive possession of the Exclusive
Use Space leased to Airline under the provisions of this Agreement.

Section 1912 Withholding Required Approvals. Whenever the approval of the Director,
Commission, City or Airline is required herein, no such approval shall be unreasonably refused,
withheld or delayed.

Section 1913 Majority-in-Interest Decisions. Whenever decisions of a Majority-in-Interest are
required hereunder, such decisions may be evidenced by a letter mailed pursuant to the.
provisions of Section 1904 from the then-current Chairman of the SFAAAC to Director, or his
successor or designee.

Section 1914 Declaration Regarding Airport Private Roads. Airline hereby acknowledges and
agrees that all roads existing at the date of execution hereof within the boundaries of the Airport,

-79-

China Southern Airlines Com;-)any Ltd
2011 Lease and Use Agreement

1513




as shown on Exhibits A and B, attached hereto, are the private property and private roads of City,
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, 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. It further acknowledges that any and all roads

" hereafter constructed or opened by City within the Airport boundaries will be the private
property and roads of City, unless otherwise designated by appropriate action.

Section 1915 Subordination of Agreement.

A. Subject to the provisions of Section 1510, this Agreement and all rights of
Airline and City hereunder are expressly subject to the lien of any pledge, transfer, hypothecation’
or assignment made at any time by City to secure Airport Revenue Bonds and to the terms and
conditions of the Master Bond Documents.” Airline acknowledges that any failire by Airline to
. make payments under this Agreement as and when such payments are due may result in a default
~ byCityon such Adrport Revenue Bonds and related agreements.

: ' B. With respect to property leased by City to Alr]me hereunder which was or is

_ to be acquired by City with proceeds of Airport Revenue Bonds, the interest on which is, or is
intended to be, excludable from the gross income of the holders of such Airport Revenue Bonds
for federal income tax purposes, the parties hereby covenant not to take or fail to take any action
that would impair the tax-exempt status of such Airport Revenue Bonds. In particular, Airline
shall make an irrevocable election not to claim depreciation or an investment credit with respect
to any property leased to Airline hereunder. :

C. Airline agrees to execute all nstruments, certificates, or other documents
Ieasonably requested by City to assist City and bond counsel in determining and assuring that
Airport Revenue Bonds are issued in compliance with applicable riles and regulations of the
Internal Revenue Service and the Securities and Exchange Commission, and Airline shall
provide whatever additional relevant information is reasonably requested by City initially or on
* an ongoing basis in connection with complymg with any of those rules and regnlations.

Section 1916 Inspection of Records. Airline and City, each at its own expense and upon -

. reasonable notice; shall have the right to inspect the books, records and other data of the other
party relating to the provisions and requirements hereof, provided such inspection is made during
regular business hours. City agreés to prov:tde Airline WIth a copy of the report of the annual
audit covering the Airport.

Section 1917 Successors and Assmns All of the terms, prowsmns covenants, stipulations,

conditions and considerations in this Agreement shall extend to and bind the legal

representatives, successors, sublessees (except as to the rentals, fees a;nd other charges), and
. assigus of the respective parties hereto.
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as shown on Exhibits A and B, attached hereto, are the private property and private roads of City,
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, 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. It further acknowledges that any and all roads

" hereafter constructed or opened by City within the Airport boundaries will be the private
property and roads of City, UJﬂCSS otherwise designated by appropnate action.

Section 1915 Subordmatlon of Agreement.

A. Subject to the provisions of Section 1510, this Agreement and all rights of
Adirtine and City hereunder are expressly subject to the lien of any pledge, transfer, hypothecation’
or assignment made at any time by City to secure Airport Revenue Bonds and to the terms and
conditions of the Master Bond Documents.” Airline acknowledges that any failure by Airline to
make payments under this Agreement as and when such payments are due may resultina default
by City on. such Alrport Revenue Bonds and related agreements.

" B. With respect to property leased by City to Ajrhne hereunder which was or is
tobe acquired by City with proceeds of Airport Revenue Bonds, the interest on which is, or is
intended to be, excludable from the gross income of the holders of such Airport Revenue Bonds
for federal incorme tax purposes, the parties hereby covenant not to take or fail to take any action
that would impair the tax-exempt status of such Airport Revenue Bonds. In particular, Airline
shall make an irrevocable election not to claim depreciation or an investment credit with respect
to any property leased to AJI]me heramder

C. Airline agrees to execute all instruments, certificates, or other documents
reasonably requested by City to assist City and bond counsel 1 in determining and assuring that -
Airport Revenue Bonds are issued in compliance with applicable rules and regulations of the
Tnternal Revenue Service and the Securities and Exchange Commission, and Airline shall
provide whatever additional relevant information is reasonably requested by City initially or on
* an ongoing basis in connecuon with complying with any of those rules and regulations.

Section 1916 Inspection of Records. - Airline and City, each at its own expense and upon -

. reasonable notice; shall have the right to inspect the books, records and other data of the other
party relating to the provisions and requirements hereof, provided such inspection is made during
regular business hours. City agrees to provlde Airline WIﬂl a-copy of the report of the annual
audit covenng the Airport.

Section 1917 _Successors and Assigns. All of the terms, provisions, covenants, sﬁpulations,

conditions and considerations in this Agreement shall extend to and bind the legal

representatlves successors, subléssees (except as to the rentals, fees and other charges), and
. assigns of the respec’uve parties hercto
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Section 1918 Taxes, Assessnienﬁs and Iiens.

A. Airline shall pay, all taxes, assessments and charges of a like nature, if any
(including any possessory interest tax), which at any time during the term of this A greement may
be levied against Airline or become a lien by virtue of any levy, assessment or charge against
Airline by the federal government, the State, San Mateo County or any governmental successor '
in authority to the foregoing, or any other tax- or assessment-levying bodies, in whole or in part,
upon or in respect to (2) the Demised Premises or such facilities of the Airport as are made
available for use by Airline hereunder or (b) any personal property belonging to Airline’ situated
on or in the Demised Prenrises. The property interest of Airline, if any, created by this :
Agreement may be subject to property taxation, and Airline may be subject to the payment of -
property tax levied on such interest. Payment of such additional charges for all such taxes,
assessments and charges, when and if levied or assessed, shall be made by Airline directly to the
taxing or assessing authority charged with collection thereof, in which event Airline shall be
responsible for obtaining bills for all of said taxes, assessments and charges and prompﬂy
prov1dm g City with evidence of payment therefor. -

B. Alrhne may, at its expense contest the amount or validity of any tax or .
assessment or the inclusion of the Demised Premises as taxable or-assessable property directly
against the taxing or assessing authority. Airline shall indemnify City from all taxes, penalties,
costs, expenses, and attorneys' fees incurred by City resulting directly or indirectly from all such
tax contests other than contests of City-imposed taxes .

C. Upon any tenmnahon of this Agreement, all lawful taxes then levied or a lien
- upon any of such property or taxable interest therein shall be paid in full by Airline forthwith or
as soon as a statement thereof has been issued by the tax collector if termination occurs during -
the interval between the attachment of the lien and the issuance of the statement.

Section 1919 Appendices, Exhibits and Schedules- All exhibits referred to herein and all
exhibits and schedules referred to in any appendices, and any appendices, exhibits or schedules
which may, from time to time, be referred to in any duly executed amendment hereto are (and -
including future amendments, shall be) by such reference incorporated herein and shall be
deemed a part of this Agreement as fully as if set forth herein. In the event of any inconsistency
between an exhibit or schedule and any pr0v151011 of this Agreement, such provision sha]l
prevail.

Section 1920 Enﬁre Agreement‘. The parties intend that this Agreement (including all of the
attached exhibits, which are made a part of this Agreement) shall be the final expression of their
agreement concerning 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 Agreement shall constitute the complete and exclusive statement of its terms and
that no extrinsic evidence whatsoever (including prior drafis hereof and changes therefrom) may
be introduced in any judicial, administrative or othér legal proceeding involving this Agreement.
Airline hereby acknowledges that neither City nor City’s agents have made-any representations
or warranties concerning the Demised Premises or this Agreement except as expressly set forth
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Section 1918 Taxes, Assessments and Tiens.

° / . .
A. Airline shall pay all taxes, assessments and charges of a like nature, if any
(including any possessory interest tax), which at any time during the term of this Agreement may
be levied against Airline or become a lien by virtue of any levy, assessment or charge agatnst
Aitline by the federal government, the State, San Mateo County or any goVeInmental successor
in authonty to the foregoing, or any other tax- or assessment-levying bodies, in whole or in part,
upon o1 in respect to (a) the Demised Premises or such facilities of the Airport as are made -
available for use by Airline hereunder or (b) any personal property belonging to Airline situated
on or in the Demised Premises. The property interest of Airline, if any, created by this
Agreement may be subject to property taxation, and Airline may be subject to the payment of ~
property tax levied on such interest. Payment of such additional charges for all such taxes,
assessments and charges, when and if levied or assessed, shall be made by Airline directly to the
taxing or assessing authority charged with collection thereof, in which event Airline shall be
responsible for obtaining bills for all of said taxes, assessments and charges and prompﬂy
- providing City with evidence of payment therefor. -

B. AII]Jne may, at its expense contest the amount or validity of any tax or
assessment or the inclusion of the Demised Premises as taxable or assessable property directly -
against the taxing or assessing authority. Airline shall indemnify City from all taxes, penalties,
costs, expenses, and attorneys' fees incurred by City resulting directly or indirectly from all sach
tax contests other than contests of City-imposed- taxes

C. Upon any tenmnauon of this Agreement, all lawful taxes then levied or a lien
upon any of such property or taxable interest therein shall be paid in full by Airline forthwith or
as soon as a statement thereof has been issued by the tax collector if termination occurs during
the interval between the attachment of the lien and the issuance of the statement.

Section 1919 - Appendices, Exhibits and Schedules. All exhibits referred to herein and all
exhibits and schedules referred to in any appendices, and any appendices, exhibits or schedules
which may, from time to time, be referred to in any duly executed amendment hereto are (and
inchuding future amendments, shall be) by such refefence incorporated herein and shall be
deemed a part of this Agreement as fully as if set forth herein. In the event of any inconsistency
between an exhibit or schedule and any prov1s1on of this Agreement, such provision sha]l
prevaﬂ

Section 1920 Enme Agxeement The parties intend that this Agreement (mcludmg all of the
.attached exhibits, which are made a part of this Agreement) shall be the final expression of their
agreement concerning the subject matter hereof and may not be contradicted by evidence of any '
prior or contemporaneous wiitten or oral agreements or understandings. The parties further -
intend that this Agreement 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 mtroduced in any judicial, administrative or otheér legal proceeding involving this Agreement.
Airline hereby acknowledges that neither City nor City’s agents have made-any representations
or warranties concerning the Demised Premises or this Agreement except as expressly set forth
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:herein, and no rights, easements or licenses are or shall be acqulred by Airline by mphcaﬁon or
otherwme unless expressly set forth herein.

‘Section 1921 Approvals. All approvals, consents, waivers, and determinations to be made by -
City or-Commission hereunder can be given, withheld, or made by Director, unless otherwise -
provided or required. All approvals, consents, waivers, and determinations to be made by
Airline can be made by the Airline Representative, unless otherwise provided or required.
‘Without limiting the generality of the foregoing, if a Terminal Company of which Airlineis a
member is representing Airline for certain limited purposes under this Agreement and such
representation is consistent with the organizational documents of such Terminal Company, City
may tely on an approval, consent, waiver, or determination of such corporation or committee for .
such purposes. Inno event shall a Terminal Company be authonzed to amend or mochfy this

: Agreement on behalf of Airline. :

Section 1922 Amendments. Neither this Agreement 10T any terms 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.
‘Whenever this Agreement requires or permits the giving by City of its consent or approval, the
Director, or his or her designee shall be authorized to provide such approval, except as otherwise
provided by applicable law, including the Charter. Any amendments or modifications to this
Agreement, including, without imitation, amendments to or modifications to the exhibits to this
Agreement, shall be subject to the mutual written agreement of City and Airline, and City's
agreement may be made upon the sole approval of the Director, or his or her designee; provided,
however, material amendments or modifications to this Agreement (i) increasing the Term, (il)
increasing the rental payments required and payable by Airline by more than ten percent (10%)

- under this Agreement, (iii) changing the general use of the Demised Premises from the uses

" authorized in Section 202, and (iv) any other amendment or modification which materially
 increases the City’s liabilities or financial obligations under this Agreement shall addmonaﬂy

require the approval of the Comm1ss1on and the Board.

Notmthstandmg anything to the contrary'

. A. To theextent Alrlme s Demised Premises in any Terminal are reduced or

. relocated pursuant to this Agreement, such reducnon/;elocamon shall be memorialized by City’s
issuance of a Space Change Summary Notice and shall not require or constitute a formal

" amendment to this Agreement; and

B. To the extent the Preferential Use Gates assigned to Airline are changed in
accordance with Article 3, such annual reallocation shall be memorialized by City’s issuance of
the annual Preferential Use Gate allocation notice which shall be deemed to form a part of this
Agreement and shall not require or constitute a formal amendment to this Agreement.

Section 1923 Interpretation.of Agreement. As amended hereby, each and evéry of the terms,
conditions, and covenants in this Agreement shall remain in full force and effect. The captions
preceding the articles and sections of this Agreement 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
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-herein, and no rights, easements or licenses are or shall be acquired by Airline by mphcaﬁon or
otherwise Imless expressly set forth herein.

Section 1921 Approvals. All approvals, consents, waivers, and determinations to be made by

- City or-Commission hereunder can be given, withheld, or made by Director, unless otherwise
provided or required. All approvals, consents, waivers, and determinations to be made by
Airline can be made by the Airline Representative, unless otherwise provided or required.
Without limiting the generality of the foregoing, if @ Terminal Company of which Airline is a
member is representing Airline for certain limited purposes under this Agreement and such
representation is consistent with the organizational documents of such Terminal Company, City
may rely on an approval, copsent, waiver, or defermination of such corporation or committee for .
such purposes. In no event shall a Terminal Company be authorized to amend or modify this
- Agreement on behalf of Airline.

Section 1922 Amendments. . Neither this Agreement nor any terms 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. -
‘Whenever this Agreement requires or permits the giving by City of its consent or approval, the
Director, or his or her designee shall be authorized to provide such approval, except as otherwise
provided by applicable law, including the Charter. Any amendments or modifications to this
Agreement, including, without limitation, amendments to or modifications to the exhibits to this
Agreement, shall be subject to the mutual written agreement of City and Ajrline, and City's
agreement may be made upon the sole approval of the Director, or his or her designee; provided,
however, material amendments or modifications to-this Agreement (i) increasing the Term, (i1)

- increasing the rental payments required and payable by Airline by more than ten percent (10%6)
under this Agreement, (iii) changing the general use of the Demised Premises from the uses
authorized in Section 202, and (iv) any other amendment ox modification which materially

" increases the City’s liabilities or financial obligations under this Agreement shall additionally

require the approval of the Commission and the Board.

" Notwithstanding anything to the contrary:

 A. Tothe-extent Airline’s Demised Premises in any Terminal are reduced or -

. relocated pursuant to this Agreement, such reduction/relocation shall be memorialized by City’s
issuance of 4 Space Change Summary Notice a.nd shall not require or constitute a formal

" amendment to this Agreement; and

B. To the extent the Preferential Use Gates assigned to Airline are changed in
accordance with Article 3, such annual reallocation shall be memorialized by City’s issnance of
the anmual Preferential Use Gate allocation notice which shall be deemed to form a part of this
Agreement and shall not require or constitute a formal amendment to this Agreement.

Section 1923 - Interpretation.of Agreement. As amended hereby, each and every of the terms,

- conditions, and covenants in this Agreement shall remain in full force and effect. The captions
preceding the articles and sections of this Agreement 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
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scope or intent of any prowsmn of ﬂns Agreement. This Agreément 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 Agreement. Provisions in
this Agreement relating to nmumber of days shall be calendar days, unless otherwise specified;
provided, however, that if the last day of any period to give notice, reply to a notice or to ]
umdertake any other action occuxs on a Saturday, Sunday or a bank or City holiday, the last day
for undertaking the action or giving or replying to the notice shall be the next succéeding
business day. Use of the word "including” or similar words shall not be construed to Limit any
general term, statement or other matter in this Agreement, whether or not Ianguage of non-
limitation, such as "w1thout limitation" or similar words; are used.

Section 1924 Duty Free Merchandise and International Travel Merchandise. Airline shall not
sell, take orders, deliver, or transport duty free merchandise and/or international travel

merchandise (“I'TM™) as such terms are defined by the United States Department of-the”
Treasury/U.S. Customs Service, and its applicable regulations and directives, on any flight into
or out of the Airport under a program in which Airline solicits or accepts orders for purchase by
passengers of, or delivers, ITM at any time prior to the departure of Airline’s aircraft on the
outbound flight from the Airport. The foregoing restriction shall apply to Airline and its
Affiliate Airlines, and their respective officers, employees affiliates, agents, and assigns. In the
event City grants any other Air Carrier permission to conduct such activity, City shall offer no -
less favorable rights to Airline relating to TTM.

Section 1925 No Third-Party Beneficiaries. Except as expressly stated herem, there are no
third-party beneficiaries to this Agreement

Section 1926 No Joint Venture. It is expressly agreed that City is not, in any way or for any
putpose, a partner of Airline in the.conduct of Airline business or a member of a joint enterprise
with_ Airline, and does not assume any responsibility for Airline’s conduct or performance of this
Agreement. .

Section 1927 Nature of Agreement. Under no circumstances will City be expected or required
* to make any payment of any kind for Airline’s use or occupancy of the Demised Premises,
except as may be otherwise expressly set forth herein. Except as otherwise expressly provided
hereir, this Agreement shall continue in fill force and effect, and the obligations of Airline
hereunder shall not be released, discharged or otherwise affected, by reason of: (a) any
bankruptcy, insolvency, reorganization, composition, adjustment, dissolution, liquidation or -
othér proceeding relating to City, Airline or any constituent partner of Airline or any sublessee,
licensee or concessionaire or any action taken under this Agreement by a trustee or receiver, or
by any court, in any proceeding; (b) any claim that Airline or any other person has or might have
against City; (c) any failure on the part of City to perform or comply with any of the terms hereof
or of any other agreement with Airline or any other person; (d) any failure on the part of any
sublessee, licensee, concessionaire, or other person to perform or comply with any of the terms
of any sublease or other agreement between Airline and any such person; (e) any termination of
any sublease, license or concession, whether voluntary or by operation of law; or (f) any other .
occurrence whatsoever, whether similar or dissimilar to the foregoing in each case whether or
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scope or intent of any provmon of this Agreement This Agreement 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 Agreement. Provisions in
this Agreement relating to number of days shall be calendar days, unless otherwise specified;
provided, however, that if the last day of any period to give notice, reply to a notice or to )
mmdertake any other action occurs on a Saturday, Sunday or a bank or City holiday, the last day
for undertaking the action or giving or replying to the notice shall be the next succéeding
business day. Use of the word "including" or similar words shall not be construed to limit any
general term, statement or other matter in this Agreement, whether or not 1anguage of non-
hmltatlon, such as "without limitation" or similar words, are used.

Section 1924 Duty Free Merchandise and International Travel Merchandise. Adrline shall not
sell, take orders, deliver, or transport duty free merchandise and/or international travel
merchandise (“I'TM”) as such terms are defined by the United States Department of-the
Treasury/U.S. Customs Service, and its applicable regulations and directives, on any flight into
or out of the Airport under a program in which Airline solicits or accepts orders for purchase by
passengers of, or delivers, ITM at any time prior to the departure of Airline’s aircraft on the
outbound flight from the Airport. The foregoing restriction shall apply to Airline and its
Affiliate Airlines, and their respective officers, employees, affiliates, agents, and assigns. In the
event City grants any other Air Carrier permlstn to conduct such activity, City sha]l offer no
less favorable rights to Adrline relating to TTM.

Section 1925 No Third-Party Beneficiaries. Except as expressly stated herein, there are no
third-party beneﬁcmnes to this Agreement

Section 1926 No Joint Venture. It is expressly agreed that City is not, in any way or for any

. purpose, a partner of Airline in the conduct of Airline business or a member of a joint enterprise

with Airline, and does not assume any responsﬂ)lhty for Airline’s conduet or performance of this
Agreement.

Section 1927 Nature of Agreeinent. Under no circumstances will City be expected or required
to make any payment of any kind for Airline’s use or occupancy of the Demised Premises,
except as may be otherwise expressly set forth herein. Except as otherwise expressly provided
herein, this Agreement shall continue in firll force and effect, and the obligations of Airline
hereunder shall not be released, discharged or otherwise affected, by reason of: (2) any
bankruptcy, insolvency, reorganization, composition, adjustment, dissolution, liquidation or -
othér proceeding relating to City, Airline or any constituent partner of Airline or any sublessee
licensee or concessionaire or any action taken under this Agreement by a trustee or receiver, or
by any couxt, in any proceeding; (b) any claim that Airline or any other person has or might have
against City; (c) any failure on the part of City to perform or comply with any of the terms hereof
or of any other agreement with Airline or any other person; (d) any failure on the part of any
sublessee, licensee, concessionaire, or othér person to perform or comply with any of the terms
of any sublease or other agreement between Airline and any such person; (€) any termination of
any sublease, license or concession, Whether voluntary or by operation of law; or (f) any other .
occurrence whatsoever, whether similar or dissimilar to the foregoing in each case whether or
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not Airline shall have notice or knowledge of any of the foregoing. The obligations of Airline

hereunder shall be separate and independent covenants and agreements. Except as otherwise

provided for in this A greement, Airline 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.Agreement or the

Demised Premises or any part thereof, or to any abatement, suspension, deferment, dimintion or
reduction of any rent herexmdsr . . .

Section 1928 Required Approvals. NOTWTTHSTAND]NG ANYTHING TO THE
CONTRARY CONTAINED IN THIS AGREEMENT, AIRLINE ACKNOWLEDGES AND
AGREES THAT NO OFFICER OR EMPLOYEE OF CITY HAS AUTHORITY TO COMMIT

© CITY TO THIS AGREEMENT UNLESS AND UNTIL CITY’S BOARD OF SUPERVISORS -
SHALL HAVE DULY ADOPTED A RESOLUTION APPROVING THIS AGREEMENT AND
AUTHORIZING THE TRANSACTIONS CONTEMPLATED HEREBY AND THE MAYOR
SIGNS THE RELATED RESOLUTION. THEREFORE, ANY OBLIGATIONS OR
LIABILITIES OF CITY HEREUNDER ARE CONTINGENT UPON ADOPTION OF SUCH A
RESOLUTION, AND THIS AGREEMENT SHALL BE NULL AND VOID IF CITY’S
MAYOR AND THE BOARD OF SUPERVISORS DO NOT-APPROVE THIS AGREEMENT, -
EACH ACTING IN THEIR RESPECTIVE SOLE DISCRETION. APPROVAL OF THIS
AGREEMENT BY THE AIRPORT OR THE AIRPORT COMMISSION OR AGENCY OF .
CITY SHALL NOT BE DEEMED TO IMPLY THAT SUCH RESOLUTION WILL BE
ENACTED, NOR WILL ANY SUCH APPROVAL CREATE ANY BINDING OBLIGATIONS-
ON CITY. '

Section 1929 Airline Operations Information and Plaxininsz. For plarming purposes, Air]jne ,
shall upon request cooperate to the greatest extent possible to furnish to City any and all -
pertinent information regarding Airline’s current and future operations (including forecasts) at
Airport. City will not disclose such information unless required to by law without first having
Airline’s consent, unless disclosure of such information is, in the Director’s sole discretion,
required for the sale of bonds or other indebtedness. Notwithstanding the foregoing, City shail
be entitled, from time to time, to release consohdated statistics for all Air Carriers operatmg at

the Airport.

Section 1930 Waiver of Visual Artists Rights. Airh'ne shall not install any object in the
Demised Premises that constitutes a work of visual art under the Visual Artists Rights Act of
1990 (“VARA”) unless and until Airline has (a) obtained the prior written approval of the
Director and (b) provided City with a written waiver from the author of such work of visual art,
in form and substance reasonably satisfactory to City, which waiver shall identify specifically the
work of visual art and the uses of that work to which the waiver applies in accordance with 17

-U.8.C. § 106A(e)(1). Airline shall also provide City with a similar written waiver thatis
effective to bar any claim by an artist for a work of fine art under the California Art Preservation:
‘Act, Cal. Civ. Code §§ 987-989.

Section 1931 Airport Functions. All Airport-related functions provided as of July 1, '2009, by
City employees assigned to the Commission and working under the direct authority and control
of the Director, including but not limited to Airport operations, custodial cleaning and facilities
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not Airline shall have notice or knowledge of any of the foregoing. The obligations of Airline
hereunder shall be separate and independent ¢ovenants and agreements. Except as otherwise
provided for in this Agreement, Airline 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 Agreement or the
Demised Premises or any part thereof, or to any abatement, suspensmn, deferment, diminution or
reduction of any rent hereunder . )

Section 1928 Required Approvals. NOTWITHSTANDING ANYTEUN GTO THE
CONTRARY CONTAINED IN THIS AGREEMENT, ATRLINE ACKNOWILEDGES AND
AGREES THAT NO OFFICER OR EMPLOYEE OF CITY HAS AUTHORITY TO COMMIT

“* CITY TO THIS AGREEMENT UNLESS AND UNTIL CITY’S BOARD OF SUPERVISORS
SHALL HAVE DULY ADOPTED A RESOLUTION APPROVING THIS AGREEMENT AND
AUTHORIZING THE TRANSACTIONS CONTEMPLATED HEREBY AND THE MAYOR
SIGNS THE RELATED RESOLUTION. THEREFORE, ANY OBLIGATIONS OR
LIABILITIES OF CITY HEREUNDER ARE CONTINGENT UPON ADOPTION OF SUCH A

.RESOLUTION, AND THIS AGREEMENT SHALL BE NULL AND VOID IF CITY’S -
MAYOR.-AND THE BOARD OF SUPERVISORS DO NOT APPROVE THIS AGREEMENT,
EACH ACTING IN THEIR RESPECTIVE SOLE DISCRETION. APPROVAL OF THIS
AGREEMENT BY THE AIRPORT OR THE AIRPORT COMMISSION OR AGENCY OF
CITY SHALL NOT BE DEEMED TO IMPLY THAT SUCH RESOLUTION WILL BE
ENACTED, NOR WILL ANY SUCH APPROVAL CREATE ANY BINDING OBLIGATIONS :
ONCITY.

Section 1929 Airline Operations Information and Planning. For pla;nnmg purposes, Airline
shall upon request cooperate to the greatest extent possible to farnish to City any and all
pertinent information regarding Airline’s current and firture operations (inchuding forecasts) at
Airport.” City will not disclose such information unless requlred to by law without first having
- Airline’s consent, unless disclosure of such information i is, in the Director’s sole discretion,
required for the sale of bonds or other indebtedness. Notwithstanding the foregoing; City shall
be entitled, from time to time, to release consolidated statistics for all Air Carriers operating at

the Airport.

A Sectlon 1930. Waiver of Visual Artists Ryzhts Airline shall not install any obj ect in the
Demised Premises that constitutes a work of visual art under the Visual Artists Rights Act of

"1990 (“VARA”) unless and until Airline has (a) obtained the prior written approval of the
Director and (b) provided City with a written waiver from the author of such work of visual art,
in form and substance reasonably satisfactory to City, which waiver shall identify specifically the
work of visual art and the nses of that work to which the waiver applies in accordance with 17
U.8.C: § 106A(e)(1). Airline shall also provide City with a similar written waiver that is ‘
effective to bar any claim by an artist for a work of fine art under the Cahfomla Art Preservation’
Act, Cal. Civ. Code §§ 987-989..

Section 1931 -Airport Functions. All Airport-related functions provided as of July 1, 2009, by -
City employees assigned to the Commission and working under the direct anthority and control
of the Dlrector inclnding but not limited to Airport operations, custodial cleaning and facﬂ:ltles
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maintenance, planmng, development, constructlon, financial management and accounting,
information technology and telephony, parking management and operations, human resources,
marketing, public relations and other administrative and governmental functions, shall continue
to be provided by employees assigned to the Commission and may only be transferred to other
City departments in accordance with the following procedure:

A.  City shall give Signatory Airlines sixty (60) days’ notice of any proposed
transfer of functions from Commission employees to other City departments.

- . -B. Signatory Airlines shall forward any comments, questions or Ob_] ections to
the proposed transfer of functlons in writing to the Director within sixty (60) days of rece1pt of .
such notice.

c. City shall consider and respond to such éomments _questions or objections
within forty-five (45) days of receipt thereof, fo]lowmg which the City may implement the
proposed transfer. - _

D. Any City department head whose deparhnent receives work relatmg tothe
AJIport in such transfer of functions shall coordinate and consult with the Director at least
annually to ensure that the work is performed in a manner that is efficient, meets the needs of the
Airport and conforms to sound business and airport management principles. Furthermore, such
work (including work orders and billings) and any payments therefor shall be properly
documented to comply with interdepartmental memoranda of understanding and billing
procedures established from time to time by the Commission, and FAA tules and regulations.

ARTICLE 20. HAZARDOUS MATERIALS

Section 2001 Definitions. As used herem, the following terms shall have the meamngs
hereinafter set forth: .

A. “Enwronmental Laws” shall mean any federal, State, local or administrative
law, rule, regulatlon, order, or requlrement relating to industrial hygiene, protectlon of human-
health and: safety, environmental conditions or Hazardous Materials, whether now in effect or
hereafter adopted or amended from time to time, including without limitation 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 Actof 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 (15 U.S.C. Section 2601, et seq.),
the California Hazardous Waste Control Law (California Health and Safety Code Sectlon 25100,
et seq.), the Porter-Cologne Water Quality Control Act (California Water Code Section 13000, et
s€q.), and the Safe Drinking Water and Toxic Enforcement Act of 1986 (Califorriia Health and -
Safety. Code Section 25249.5; et seq.); and applicable and controlling federal or state court
decisions.
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maintenance, planning, development, construction, financial management and accounting,
information technology and telephony, parking management and operations, human resources,
marketing, public relations and other administrative and governmental functions, shall continue
to be provided by employees assigned to the Commission and may only be transferred to other -
City departments in accordance with the following procedure:

A’ Cityshall give Signatory Airlines sixty (60) days® notice of any proposed
transfer of functions from Commission employees to other City departments.

B. Signatory Airlines shall férwa.fd any comments, questions or objections to
the proposed transfer of ﬁmctlons in writing to the Director within sixty (60) days of receipt of
such notice.

C. City shall consider and respond to such comments questions or objections -
within forty-five (45) days of receipt thereof, fo]lowmg vhich the City may implement the
proposed transfer.

D. Auny City department head whose department receives work Ielatmg to the

g Anport in such transfer of functions shall coordinate and consult with the Director at least

- anmually to ensure that the work is performed in a manner that is efficient, meets the needs of the
Airport and conforms to sound business and airport management principles. Furthermore, such
work (including work orders and billings) and any payments therefor shall be properly
documented to comply with interdepartmental memoranda of understanding and billing
procedures established from time to time by the Commission, and FA A tules and regulations.

ARTICLE 20.- - HAZARDOUS MATERIALS

Section 2001 Definitions. As used herein, the following terms shall have the meanings
hereinafter set forth: .

. A. “Environmental Laws” shall mean any federal, State, local or administrative
law, rule, regulation, order, or requirement relating to industrial hygiene, protection of human
health and safety, environmental conditions or Hazardous Materials, whether now in effect or
hereafter adopted or-amended from time to time, including without limitation 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.), thé Safe Dnnkmg
Water Act (14 U.S.C. Section 401, et seq.), the Hazardous Materials Transportation Act (49
U.S.C. Section 1801, et seq.), the Toxic Substance Control Act (15 U.S.C. Section 2601, et seq.),
the California Hazardous Waste Control Law (California Health and Safety Code Section 25100,
et seq.), the Porter-Cologne Water Quality Control Act (California Water Code Section 13000, et
séq.), and the Safe Drinking Water and Toxic Enforcement Act of 1986 (California Health and -
Safety. Code Section 25249.5, et seq), and applicable and controlling federal or state court
declsmns
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B. “Hazardous Materials” shall mean (a) 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 air, water, soil or environment; and (b) any materials, substances, products, by products,
waste, or other materials of any nature or kind whatsoever whose presence in and of itself or in
combination with other materials, substances, products, by products, or waste may give rise to
liability under any Environmental Laws or permits. "Hazardous Material" includes any material
or substance identified, listed, or defined as a "hazardous waste" “hazardous substance,” or
“pollutant” or “contaminant” or term of similar import, or is otherwise regulated pursuant to
Environmental Laws; any asbestos and asbestos- containing materials; petroleum, including
crude oil or any fraction thereof, naturdl gas or natural gas liquids.

. C. “Release” when used for Hazardous Materials shall include any actual
spilling, leaking, pumping, pouring, emitting, emptying, discharging, injecting, escaping,
leaching, dumping, or disposing into or on any property or the environment, and inchudes a.ny
threat of Release to the extent regulated under Environmental Laws.

D. “Pre—Emstmg Conditien” means the éxistence of any Hazardous Materials
on the Demised Premises immediately prior to the Effective Date, including, without limitation,
those conditions described in the reports listed in Exhibit M attached hereto that are applicable to
_. the Demised Premises. A "Pre-Existing Condition" shall not include the existence of any
Hazardous Materials caused or contributed to by the act or omission of Alﬂme or any Airline
Enhty at any time.

Section 2002 Airline’s Covenants. Airline covenants the fc;llowing:

: A. Airline and any Airline Entity shall at all times and in all respects comply with
all Environmental Laws and permits applicable to Airline’s operations on the Airport. The
Release of Hazardous Materials is strictly prohibited, except in compliance with applicable
Environmental Laws or permits issued pursuant to applicable Environmental Laws.

B. Neither Airline nor any Airline Entity shall cause any Hazardous Material to-
be brought upon, kept, used, stored, generated, treated, managed, or disposed of in, on or about
the Airport, or transported to or from or within the Airport, except to the extent that such .
Hazardous Material, in kind and quantity, is normally necessary or useful to Airline’s conduct of
the Permitted Uses under Section 202 and will be used, kept, and stored in a manner that .
complies with all applicable Environmental Laws, the Airport Rules, and all other applicable
laws. At all times, Airline shall ensure and certify that to the extent Airline is required to
decontaminate the Demised Premises and/or dispose of Hazardous Materials under this

-Agreement or applicable law, including Environmental Laws, that such decontamination of the
Demised Premises and/or disposal of Hazardous Materials shall be performed in compliance
with the foregoing and any relevant permits. Any reuse of contaminated soil by Airline at the
Adirport shall be subject to: (a) this Section and considered a Release of Hazardous Materials
caused by Airline and not a Pre-Existing Condition, and (b) Director's approval in writing to the
reuse of contaminated soil.
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: B. “Hazardous Materials” shall mean (a) any material that, becanse of its -

-quantity, conceniration 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 air, water, soil or environment; and (b) any mateiials, substances, products by products,
waste, or other materials of any nature or kind whatsoever whose presence in and of itself or in
combination with other materials, substances, products, by products, or waste may give rise to
Liability nnder any Environmental Laws or permits. "Hazardous Material" includes any material
or substance identified, listed, or defined as a "hazardous waste" “hazardous substance,” or
“pollutant” or “contaminant” or term of similar import, or is otherwise regulated pursuant to
Environmental Laws; any asbestos and: asbestos- containing materials; petroleum, mcludmg
crude oil or any fraction thereof, natural gas or natural gas hqulds

. C. “Release” when used for Hazardous Matenals shall include any actual
spilling, leaking, pumping, pouring, emitting, emptying, discharging, injecting, escaping,
leaching, dumping, or disposing info or on any property or the environment, and includes any
threat of Release to the extent regulated under Environmental Laws.

- D. “Pre—Enstmg Conditien” means the éxistence of any Hazardous Materials
on the Demlsed Premises immediately prior to the Effective Date, including, without limitation, .
those conditions described in the reports listed in Exhibit M attached hereto that are applicable to
. the Demised Premises. A "Pre-Existing Condition" shall not include the existence of any
Hazardous Materials cansed or contributed to by the act or omission of Airline or any Airline
Entlty at any time.

Section 2002 Airline’s Covenants. Airline covenants the following:

A. Airline and any Airline Entity shall at all times and in all respects comply with
all Environmental Laws and permits applicable to Airline’s operations on the Airport. The '
‘Release of Hazardous Materials is strictly prohibited, except in compliance with applicable
Environmental Laws or permits issued pursuant to applicable Environmental Laws.

B. Neither Airline nor any Airline Entity shall cause any Hazardous Material to-
be brought upon, kept, used, stored, generated, treated, managed, or disposed of in, on or about
the Airport, or transported to or from or within the Airport, except to the extent that such .
Hazardous Material, in kind and quantity, is normally necessary or useful to Airline’s conduct of
the Permitted Uses under Section 202 and will be used, kept, and stored in 4 maoner that .
complies with all applicable Environmental Laws, the Airport Rules, and all other applicable
laws. At all times, Airline shall ensure and certify that to the extent Airline is required to
decontaminate the Demised Premises and/or dispose of Hazardous Materials under this
Agreement or applicable law, including Environmental Laws, that such decontamination of the
Demised Premises and/or disposal of Hazardous Materials shall be performed in compliance
with the foregoing and any relevant permits. Any reuse of contaminated soil by Airline at the
Airport shall be subject to: (a) this Section and considered a Release of Hazardous Materials
caused by Airline and not a Pre-Existing Condmon, and (b) Director's approval in writing to the
reuse of contaminated soil.
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C. Alrline, at Airline’s sole cost and expense, shall promptly investigate and
remediate, in accordance with requirements of all applicable Environmental Laws and permits,
any Release of Hazardous Materials on the Airport, mcludmg, but not limited to, any Release
into soil or groundwater, which was caused or results in whole or in part frdm the activities of
Airline or any Airline Entity, but excluding: (a) the disposal.of Hazardous Materials through the °
Alrport’s sewage system so long as such disposal complies with all applicable Environmental
Laws and any predischarge freatment requirements issued by the Airport; or (b) the portions of
said Release that the Airline demonstrates to the reasonable satisfaction of the City was caused
excluswely by the Clty or City Entity.

Tn addition to any remedy prowded in this Agreement, City, in its discretion, may after

. reasonable written notice to Airline (except that notice is not required for any Release that poses
an imminent harm to the environmént or other emergency situation), pay to have such Release
investigated and remediated as required by applicable Environmental Laws, and Airline shall
reimburse City for its share of the documented costs within thirty (30) days of City’s demand for
payment if: (a) Airline does not promptly commence investigation of any such Release; (b)
Airline does not diligently pursue appropriate remedial activities as required by applicable
Environmental Laws and permits; or (c) City determines that its performance of the investigation
and/or remediation is needed to achieve the City's operational needs or construction objectives.
The failure to commence investigation and provide City with a preliminary schedule for diligent
purstit of any required remediation within thirty (30) business days after (a) Airline's discovery
of such Release or (b) notice of such Release shall constitute prima facie evidence of failure to
prompﬂy commence investigation and remediation.

D. Airline shall provide Dlrector with a copy of any application for a permit, if
required, for use or storage of Hazardous Materials on the Airport from any regulatory agency
respousible for enforcement of applicable Envuonmental Laws and shall also provide a copy of . -
any permlt received from such agency. .

" Section 2003 Access for Environmental Inspec’uon. Clty shall have reasonable access to the -
Demised Premises to inspect the same in order to confirm that Airline is using the Demised
Premises in accordance with all applicable Environmental Laws or permits. City will, where
practical, give Airline the opportunity to have an Airline representative present during the °
inspettion. Airline shall cooperate fully with any such inspections prov1ded that such inspections
sha]l not unreasonably interfere with Airline's operations.

Section 2004 Liability. In addition to any remedy provided in this Agreement, Airline shall be
solely and firlly responsible and liable for costs, including without limitation costs of clean-up or
.other remedial activities, fines or penalties assessed directly against the Airport, attributable to(a)
storage, use or disposal of Hazardous Materials on the Airport by Airline or any Adrline Entity;
or (b) any Hazardous Material release or discharge which is caused orresults from the activities -
of Airline or any Airline Entity. :

Section 2005_Environmental Indemni&. Airline shall indeninify, defehd, and hold harmiless
City from and against any and all losses resulting or arising from: (a) a breach by Airline of its
obligations contained in Section 2002; (b) any Release of Hazardous Material from, in, on.or
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C. Airline, at Airline’s sole cost and expense shall promptly investigate and
remedlaie in accordance with requirements of all applicable Environ