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FILE NO. 180010 RESOLUTION NO. 

[Airport Lease Modification - United Airlines, Inc. - Exchange of Certain Land at Plot 40 of the 
Superbay Hangar - Total Reduced Annual Rent of $3,860,232.58] · 

Resolution approving Modification No. 2 of Lease No. L04-0058 between United Airlines 

Inc., and the City .and County of San Francisco, acting by and through its Airport 

Commission, for the exchange of certain land at Plot 40 of the SuperBay Hangar to 

accommodate the demand for the Airport's construction contractors' parking at the 

San Francisco International Airport ("Airport"), and the reduction in annual rent of 

approximately $25,918.29 from $3,886,150.87 to an adjusted annual rent of 

$3,860,232.58, with no change to the length of term, to commence on the first day of the 

month following approval of the Board of Supervisors. 

12 WHEREAS, The Airport and United Airlines, Inc. ("United") are parties to Lease 

13 No. L04-0058, pursuant to Airport Commission ("Commission") Resolution No. 04-0058 dated 

14 March 12, 2004, and Board of Supervisors Resolution No. 0063-04 dated April 13, 2004 (the 

15 "Lease"); and 

16 WHEREAS, Pursuant to the Lease, United occupies approximately 127,900 square 

17 feet of first floor hangar space and approximately 18.62 acres of land, of which 17 .14 acres is 

18 used for aircraft parking, and 1.48 acres is used for employee parking (the "Premises"); and 

19 WHEREAS, The Lease has a current rent of $3,886, 150.87 per year and a term of 

20 approximately nine years and one month, with one ten-year option, which was exercised on 

21 March 15, 2013, extending the term of the Lease to June 30, 2023; and 

22 WHEREAS, On September 6, 2016, pursuant to Resolution No. 16-0241, the 

23 Commission approved Modification No. 1 to the Lease for the exchange of land at Plot 40 

24 which, due to a change in circumstances, has been deemed unfeasible and was subsequently 

25 rescinded by Airport Commission Resolution No. 17-0012 adopted January 17, 2017; and 

Airport Commission 
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1 WHEREAS, The Airport now wishes to recapture approximately 1.48 acres of land and 

2 . proposes to exchange it for approximately 1.26 acres also at Plot 40, in order to 

3 accommodate future demand for construction contractors' parking related to the Airport's 

4 Capital Improvement Plan, resulting in a reduction in United's rent of $25,918.29 per year; and 

5 WHEREAS, Together with the recapture of approximately 1.19 acres of land at Plot 40, 

6 pursu~mt to Modification No. 2 of American Airlines' SuperBay Lease (L 13-0071), the Airport 

7 will realize a cost savings of approximately $1,.039,090 in contractor parking costs; and 

8 WHEREAS, The Airport and United have negotiated the terms and conditions of a 

9 rescission of Modification No. 1 and a subsequent modification to the Lease, which: 

1.0 1) recaptures that certain portion of the Premises used for employee parking comprised of 

11 approximately 1.48 acres at Plot 40, 2) provides, in exchange, a parcel of land comprised of 

12 approximately 1.26 acres at Plot 40, and 3) adjusts the annual rent from $3,886, 150.87 to 

13 $3,860,232.58 to reflect the approximately 0.22 acre reduction in the Premises ("Modification 

14 No. 2"), as more fully set forth in the Memorandum accompanying Airport Commission 

15 Resolution No. 17-0112, to be effective on the first day of the month following full City 

16 approval; and 

17 WHEREAS, A copy of the form of Lease and Modification No. 2 are on file with the 

18 Clerk of the Board of Supervisors in File No. 180010, which is hereby declared to be a part of 

19 this resolution as is set forth fully herein; now, therefore, be it 

20 RESOLVED, That this Board of Supervisors hereby approves Modification No. 2 for the 

21 exchange of certain land from United at Plot 40 to accommodate the demand for the Airport's 

22 ·construction contractors' parking; and, be it 

23 FURTHER RESOLVED, That within 30 days of Modification No. 2 being fully executed 

24 by all parties, the Airport Commission shall provide a copy to the Clerk of the Board for 

25 inclusion into the official file. 

Airport Commission 
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BUDGET AND FINANCE COMMITIEE MEETING FEBRUARY 1, 2018 

Items 4 and 5 Department: 
Files 18-0009 and 18-0010 San Francisco International Airport (Airport) 

Legislative Objectives 

• File 18-0009: The proposed resolution would approve the second modification of the 
property lease between the San Francisco International Airport (Airport) and American 
Airlines for the recapture by the Airport of land at Plot 40 of the SuperBay Hangar to 
accommodate the demand for the Airport's construction contractors' parking at the 
Airport, reducing the annual rent by $120,470.88 from $4,742,383.67 to $4,621,912.79 
(retroactive to January 2017) with no change to the length of term. File 18-0010: The 
proposed resolution would approve the second modification of the property lease 
between the Airport and United Airlines for the exchange of land at Plot 40 of the 
SuperBay Hangar to accommodate the demand for the Airport's construction 
contractors' parking at the Airport, reducing the annual rent by $25,918.29 from 
$3,886,150.87 to $3,860,232.58 (retroactive to January 2017) with no change to the 
length of the term. 

Key Points 

• The City and County of San Francisco owns the SuperBay Hanger at the Airport, a hangar 
that is currently used by American Airlines and United Airlines for aircraft maintenance, 
and aircraft and employee parking. The purpose of the proposed modifications to the 
leases between the Airport and American Airlines and United Airlines is for the Airport to 
increase parking space for the employees of the Airport's construction contractors. 

• According to the Airport, United Airlines' exchange of land at Plot 40 is contingent on 
American Airlines relinquishing a portion of their leasehold per the second modification 
because the land United Airlines will occupy after the exchange is land American Airlines 
currently leases. The second modification for the American Airlines and United Airlines 
leases are retroactive to January 2017 because of a delay due to negotiations with the 
airlines, legal review, and the holiday season after the Airport Commission rescission of 
the first modification and approval of the second modification in January 2017. 

Fiscal Impact 

• The proposed second modification of the lease between the Airport and American 
Airlines for the recapture of 1.19 acres would reduce the annual rent by $120,470.88 
from $4,742,383.67 to $4,621,912.79 effective January 2017 (File 18-0009). The proposed 
second modification of the lease between the Airport and United Airlines for the 
recapture of 1.48 acres in exchange for 1.26 acres would reduce the annual rent by 
$25,918.29 from $3,886,150.87 to $3,860,232.58 effective January 2017 (File 18-0010). 

• Total estimated revenue loss to the Airport is $386,287.72 over the remaining terms of 
the two leases. The Airport estimates savings of $1,039,091 through the recapture of 
leased space by the Airport to be used by construction contractors' employees for 
parking, which exceed the estimated revenue loss. 

Recommendation 

• Approve the proposed resolutions. 

SAN FRANCISCO BOARD OF SUPERVISORS 
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MANDATE STATEMENT 

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

BACKGROUND 

The City and County of San Francisco owns the SuperBay Hanger at the San Francisco 
International Airport (Airport), a hangar that is currently used by American Airlines and United 
Airlines for aircraft maintenance, and aircraft and employee parking. In October 2013, the 
Board of Supervisors approved a new lease between the Airport and American Airlines for a 
term of three years from approximately November 1, 2013 through October 31, 2016 with two 
one-year options extending the lease through approximately October 31, 2018 (File 13-0777). 
In April 2004, the Board of Supervisors approved an ordinance authorizing settlement between 
the Airport and United Airlines, as parties to the Cure Stipulation Agreement (File 04-0321}, 
wherein United Airlines assumed a lease with the Airport for a term of nine years and one 
month from approximately June 1, 2004 through June 30, 2013 with one ten-year option to 
extend the lease through approximately June 30, 2023. 

DETAILS OF PROPOSED LEGISLATION 

File 18-0009: The proposed resolution would approve the second modification of the property 
lease between the Airport and American Airlines for the recapture by the Airport of land at Plot 
40, the location of the SuperBay Hangar, to accommodate the demand for the Airport's 
construction contractors' parking at the Airport. Terms and conditions of the proposed second 
modification include the following: 

1) Reduce the portion of land at Plot 40 used for American Airline's employee parking by 
approximately 1.19 acres, from approximately 6.18 acres to approximately 4.99 acres; 
and 

2) Reduce the annual rent by $120,470.88 from $4, 742,383.67 to $4,621,912. 79 
(retroactive to January 2017} with no change to the length of term, to commence on the 
first day of the month following Board of Supervisors approval. 

File 18-0010: The proposed resolution would approve the second modification of the property 
lease between the Airport and United Airlines for the exchange of land at Plot 40, the location 
of the SuperBay Hangar, to accommodate the demand for the Airport's construction 
contractors' parking at the Airport. Terms and conditions of the proposed second modification 
include the following: 

1) Recapture by the Airport of the portion of land at Plot 40 used for United Airline's 
employee parking comprised of approximately 1.48 acres and provide to United Airlines, 
in exchange, a parcel of land comprised of approximately 1.26 acres at Plot 40 for a 
reduction of 0.22 acres; and 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
17 



BUDGET AND FINANCE COMMITIEE MEETING FEBRUARY 1, 2018 

2) Reduce the annual rent by $25,918.29 from $3,886,150.87 to $3,860,232.58 (retroactive 
to January 2017) with no change to the length of the term, to commence on the first day 
of the month following Board of Supervisors approval. 

The Airport's Requirements for Increased Parking 

The purpose of the proposed modifications to the respective leases between the Airport and 
American Airlines and United Airlines is for the Airport to increase parking space for the 
employees of the Airport's construction contractors. According to Ms. Diane Artz, Senior 
Property Manager at the Airport, the Airport is undertaking a Capital Improvement Plan that 
requires the Airport to enter into multiple construction contracts. In an effort to control the 
costs of the various Capital Improvement Plan projects, the Airport determined that by 
providing vehicle parking for the construction contractors, costs related to wages and off 
Airport parking may decrease by approximately $1,039,091 per year. 1 The future demand for 
contractor parking is projected to continue for the entirety of the 5-year Capital Improvement 
Plan implementation. 

As part of the Airport's effort to increase parking space for construction contractors' 
employees, the Airport Commission approved the first modification to United Airlines' lease in 
September 2016, which would have modified the premises by an exchange of approximately 
1.48 acres of land at Plot 40 of the SuperBay Hangar for approximately 1.3 acres of an adjacent 
parcel of land. The Commission also approved a related first modification to American Airlines' 
lease for the recapture by the Airport of approximately 1.69 acres of land at Plot 40 of the 
SuperBay Hangar used for American Airlines' employee parking. 

In October 2016, due to the presence of high mast lighting in the American Airlines' parking lot 
which required relocation, the original recapture parcel was deemed unfeasible. In December 
2016, a revised recapture parcel in the American Airlines' parking lot, comprised of 
approximately 1.19 acres at Plot 40, was identified, with the revision impacting the exchange 
parcel under the United Airlines' lease.2 The first modifications to the American Airlines' and 
United Airlines' leases were subsequently rescinded by Airport Commission Resolution 17-0012 
and adopted January 17, 2017. 

According to Ms. Artz, United Airlines' exchange of land at Plot 40 is contingent on American 
Airlines relinquishing a portion of their leasehold per the second modification because the land 
United Airlines will occupy after the exchange is land American Airlines currently leases. 

1 
Ms. Artz states that the contractor parking lot created at Plot 41, which is contingent on the proposed lease 

modifications, can accommodate approximately 344 stalls, potentially saving the Airport approximately $1,039,091 
per year. 
2 According to Ms. Artz, the original reconfiguration per the first modification required the relocation of 1-2 high 
mast light poles in the American Airlines parking lot in order to accommodate the required turning radius of large 
trucks that deliver goods to American Airlines. Based on the field inspection by the SFO electric shop, it was 
determined that relocation of these poles would be difficult and might trigger a larger scope of work due to 
unforeseen conditions, given the age of the infrastructure. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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Modified Lease Terms 

According to Ms. Artz, the second modification for the American Airlines and United Airlines 
leases are retroactive to January 2017 because of a delay due to negotiations with the airlines, 
legal review, and the holiday season after the Airport Commission rescission of the first 
modification and approval of the second modification in January 2017. 

Table 1 below summarizes the major terms and provisions of the proposed American Airlines 
(File 18-0009} and United Airlines (File 18-0010} leases. 

Table 1: Summary of Proposed American Airlines and United Airlines Lease Provisions 

American Airlines (File 18-0009) United Airlines (File 18-0010) 

Existing End 
October 31, 2018 June 30, 2023 

Date 

18.4 acres reduced from 18.62 acres for 

Change to 4.99 acres reduced from 6.18 acres for 
aircraft parking and maintenance and 
employee parking (1.26 acres reduced 

Lease Terms employee vehicle parking 
from 1.48 acres for employee vehicle 
parking included in this acreage) 

Reduction in rent by $120,470.88, from Reduction in rent by $25,918.29 from 
Annual Rent $4,742,383.67 to $4,621,912.79 $3,886,150.87 to $3,860,232.58 

retroactive to January 2017 retroactive to January 2017 

Annual Rent 
Based on CPI Based on CPI 

Increase 

FISCAL IMPACT 

The proposed second modification of the property lease between the Airport and American 
Airlines for the recapture of 1.19 acres would reduce the annual rent by $120,470.88 from 
$4,742,383.67 to $4,621,912.79 effective January 2017 (File 18-0009}. 

The proposed second modification of the property lease between the Airport and United 
Airlines for the recapture of 1.48 acres in exchange for 1.26 acres.would reduce the annual rent 
by $25,918.29 from $3,886,150.87 to $3,860,232.58 effective January 2017 (File 18-0010}. 

According to Ms. Artz, the rent reductions for both of the leases were calculated based on a 
rate times quantity calculation. For the American Airlines lease, a rate of 
$101,236.03/acre/year3 was multiplied by 6.18 acres (before the proposed modification} and 
4.99 acres (after the proposed modification}. For the United Airlines lease, a rate of 

3 This is based on the 2013 appraised fair market value rate adjusted by CPI annually to arrive at the November 

2016 rate of $101,236.03/acre/year. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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$2.70/square foot/year4 was multiplied by 811,087 square feet (before the proposed 
modification) and 801,504 square feet (after the proposed modification). 

Table 2 below shows the estimated amount of revenue loss to the Airport as a result of the rent 

reduction of $120,470.88 over the remaining term of the American Airlines lease through 

October 2018. 

Table 2. Total Revenue Loss for American Airlines Lease (File 18-0009). 

Lease Year Rent Reduction 
Amount5 

November 2016 to October 2017 $120,470.88 
November 2017 to October 2018 $124,085.01 

Total Amount $244,555.89 

Table 3 below shows the estimated amount of revenue loss to the Airport as a result of the rent 

reduction amount of $25,918.29 over the remaining term of the United Airlines lease through 

June 2023. 
Table 3. Total Revenue Loss for United Airlines Lease (File 18-0010} 

Lease Year Rent Reduction 
Amount6 

FY 2017-18 $25,918.29 
FY 2018-19 $26,695.84 
FY 2019-20 $27,496.71 
FY 2020-21 $28,321.62 
FY 2021-22 $29,171.26 
FY 2022-23 $30,046.40 

Total Amount $141,731.83 

Total estimated revenue loss to the Airport is $386,287.72 over the remaining terms of the two 
leases. As noted above, the Airport estimates savings of $1,039,091 per year through the 

recapture of leased space by the Airport to be used by construction contractors' employees for 

parking, which exceed the estimated. revenue loss. According to Ms. Artz, no further rent 
reductions are expected for the American Airlines and United Airlines leases. 

RECOMMENDATION 

Approve the proposed resolutions. 

4 This is based on the 2012 appraised fair market value rate adjusted by CPI annually to arrive at the July 2016 rate 
of $2.70/square foot/year. 
5 Assumes a 3% CPI annual increase 
6 Assumes a 3% CPI annual increase but disregards the 5-year reappraisal of fair market value not yet available 
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San Francisco International Airport 

MEMO RAND UNI 

January 17, 2017 

TO: AIRPORT COMMISSION 
Hon. Larry Mazzola, President 
Ho:r;i. Linda S. Crayton, Vice President 
Hon. Eleanor Johns 
Hon. Richard l Guggenhime 
Hon. Peter A. Stem 

FROM: Airport Director 

SUBJECT: Rescission of Airport CommiSsion Resolution No. 16-0241, which Approved 
Modification No. I to Lease L04-0058 with United Airlines, Inc. for the Exchange of 
Land at Plot 40, and Approval of Modification No. 2 for the Exchange of Land at 
Plot 40 

DIRECTOR;S RECOMMENDATION: RESCIND AIRPORT COMMISSION RESOLUTION 
N0.16-0241, WHICH APPROVED.MODIFICATION NO. 1 TO UNITED AIRLINES, INC.'S 
SUPERBAY HANGAR LEASE L04,.0058 AT PLOT 40, AND APPROVE MODIFICATION NO. 2 
FOR THE EXCHANGE OF CERTAIN LAND ON PLOT 40 TO ACCOMMODATE THE 
DEMAND FORTHB AIRPORT'S CONSTRUCTION CONTRACTORS~ PARKING. 

Executive Summary 

On September 6,.2016, the Airport Commission ("the "Commission") adopted Resolutio.n 
No. 16-0241 (the "Resolution"), which approved Modification No. 1 to the SupcrBay Hangar Lease 
L04-0058 with United Airlines, Inc. ("United"). Modification No. l would have modified the 
premises by an exchm1ge of approximately 1.48 acres of land a~ Plot 40 for approximately 1.3 acres 
of an adjacent parcel ofland. Due to presence of existing equipment, which would require 
relocation, the original exchange was deemed unfeasible. A revised exchange parcel, comprised of 
approximately 1.26 acres at Plot 40, has been identified and staff is now seeking Commission 
approval to rescind the Resoliltion and approve Modification No. 2 to accomplish the exchange of 

· land to accommodate the demand for the Airport's construction contractor's parking. 

Background 

The City and County of San Francisco owhs that certain real property at the Airport located at 
1060 North Access Road, San Francisco, Califomia 011 Plot 40 (the "Super Bay"). The Airport and. 
United are parties to the Cure Stipulation Agteement authorized by Com:m:ission Resolution 
No. 04-0058, dated March 12, 2004, and Board of Supervisors Resolution No. 0063-04, dated 
April 13, 2004, wherein amongst other conditions, Unitedassmned Lease-L04-0058, dated 

AIRPORT COMM.1SSION CITY AND COUNTY OF SAN.FRA,NCJSCO 

j:DWIN M. LEE 
MAYOR 

LARRY MAZZOLA 
PRESIDENT 

LJNDA S. CRAYTON 
VICE PRESIDENT 

THIS PRINT COVERS CALENDAR ITEM NO.__._\\~-

ELEANOR JOHNS RICHARD .J. GU.GGENHlME PETER A. STERN lVAR C. SATERO 
AIRPORT DIRECTOR 

Post Office Box 8097 San Francisco, California 94128 Tel 650. 821.5000 Fax 650.821.5005 www.flysfo.com 
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June 1, 2004, for a portion of the SuperBay Hangar at Plot 40 (the "Lease"), which United uses for 
aircraft maintenance, aircraft parking, and employee parking. 

Pursuant to the Lease, United occupies the northeastern half of the SuperBay and appurtenant land at 
Plot 40 (the "Premises") comprised of approximately: 

• 127,900 square feet of first floor hangar space; and 
• 17 .14 acres for aircraft parking and movement; and 
• 1.48 acres for employee vehicle parking. 

United also utilizes an aircraft and equipment wash rack area, situated on approximately 
1.5 acres of land, on a non-exclusive basis. 

The Lease has a term of nine years and one month, with one ten-year option to extend the tenn. The 
option was exercised and the option term will expire on June 30, 2023. The current rent is 
$3,886,150.87 per year. 

On September 6, 2016, the Commission approved the Modification to United's Lease which would . 
have modified the premises by an exchange of appro~imately 1.48 acres of land at Plot 40 for 
approximately 1.3 acres of an adjacent parcel of land. The Commission also approved a related . 
Modification No. 1 to American Airlines, Inc.' s ("American") SuperBay Lease L13-0071 for the 
recapture of approximately 1.69 acres ofland currently used for American's employee parking, 

v 

pursuant to Commission Resolution No. 16-0240. Due to the presence of high mast lighting in V 
the American parking lot which required relocation, the original recapture parcel was deemed 
unfeasible. A revis.ed recapture parcel in the American parking lot, comprised of approximately 
1.19 acres, has been identified, which revision impacts the exchange parcel under the United 

· Lease. .staff is now seeking approval to exchange the revised parcel under the United Lease 
pursuant to Modification No. 2. 

Proposal 

The Airport proposes a recapture of approximately 1.48 acres of land at Plot 40 currently used by· 
lJnited for its employee parking to accommodate future demand for. construction contractors' parking 
related to the Airport Capital Improvement Plan. In exchange, the Airport will provide a parcel of 
land, also at Plot 40, comprised of approximately 1.26 acres, for a net reduction of approximately · 
0.22 acres. Rent will be reduced by $25,918.29, from 3,886,150.87 to $3,860,232.58, to reflect the 
r~duction of the Premises. 

United is amenable to the proposed exchange contingent upon the approval of a related modification 
to American's SuperBay Lease 113-0071, wherein the Airport will recapture from American 
approximately .1.19 acres of land used for employee parking. 

Staff has negotiated and is seeking approval ofModification No. 2 to the Lease, which inCJudesthe 
following business terms: · 

1. Effective Date: The first day of the month.following full City approval. 
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2. Premises: The modified Premises will be comprised of approximately: 

• 127 ,900 square feet of first floor hangar space; 
• 17.14 acres of appurtenant land for aircraft'parking and movement; and 
• 1.26 acres of appurtenant land for employee parking. 

3. Non-exclusive Space: Use of an aircraft and equipment wash rack area s~tuated on 
approximately 1.5 acres of land. 

4. Annual Rent: Three Million Eight Hundred Sixty Thousand Two Hundred Thirty-Two 
Doltars and Fifty-Eight Cents ($3,860,232.58). 

All other terms and conditions of the Lease will remain in full force and effect. 
' 

Besides United, the other tenant at Plot 40 is American Airlines. A related modification of 
American's SuperBayLease 113-0071 is concurrently presented to this Commission for the 
recapture of approximately 1.19 acres of land at Plot 40. In utilizing the recaptured land from United 
and American to accommodate construction contractors' parking peeds, the Airport will save an 
estimated $1,039;090.00 annually, which otherwise would have been included in the cost of parking 
for the trades. · 

Recommendation 

~ I recommend that this Commission adopt the attached resolution rescinding Airport Commission 
Resolution No. 16-0241, which approved Modification No. 1 to Lease 104-0058 with United 
Airlines, Inc.; and approving Modification No. 2 to the Lease which modifies the Premises by 
. recapturing approximately 1.48 acres of land at Plot 40 used for employee par~ng, and exchanging it 
for approximately 1.26 acres ofland,. also at Plot 40, and which adjusts the annuat'rent to 
$3,860,232.58 ("Modification No. 2"), effective the first day of the month following full City 
approval. I further recommend directing the Commission Secretary to forward Modification No. 2 to 
the Board of Supervisors for approval in accordance with · Charter Section 9 .118. 

Prepared by: Leo Fermin 
Chief Business and' Finance Officer 

. Attachments 





AIRPORT COMMISSION 

CITY AND COUNTY OF SAN FRANCISCO 

1 ... r,.'-(}l) 12 RESOLUTION NO. _____ _ 

RESCISSION OF AIRPORT COMMISSION RESOLUTION N0.16-0241, WHICH 
APPROVED MODIFICATION NO. 1 TO LEASE L04-0058 WITH UNITED AIRLINES, 
INC. FOR THE EXCHANGE OF LAND AT PLOT 40, AND APPROVAL OF 
MODIFICATION NO. 2 FOR THE EXCHANGE OF LAND AT PLOT 40 

WHEREAS, the San Francisco International Airport (the "Airporf') and United Airlines, Inc. 
("United") are parties to the Cure Stipulation Agreement authorized by Airport 
Commission (the "Commission") Resolution No. 04-0058, dated March 12, 2004, 
and Board of Supervisors Resolution No. 0063-04, dated April 13, 2004, wherein 
United assumed Lease L04-0058, dated June l, 2004, for a portion of the SuperBay 
Hangar at Plot 40 (the "Lease"); and 

WHEREAS, pursuant to the Lease, United occupies approximately 127,900 square feet of first 
floor hangar space and approximately 18.62 acres of land, of which 17.14 acres is 
used for aircraft parking, and 1.48 acres is used for employee parking (the 
"Premises"); and 

WHEREAS, the Lease has a current rent of $3,886, 150.87 per year and a term of approximately 
nine years and one month, with one ten-year option, which was exercised o,n 
March 15, 2013 extending the term of the Lease to June 30, 2023; and 

WHEREAS, pursuant to Resolution No. 16-0241, the Commission previously approved 
Modification No. 1 to the Lease for the exchange of land at Plot 40, which due to a 
change in circumstances has been deemed unfeasible; and 

WHEREAS, the Airport now wishes to recapture approximately 1.48 acres of United' s employee 
parking lot a.11d proposes to excha.nge it for approximately 1.26 acres also at Plot 40, 
in order to accommodate future demand for construction contractors' parking related 
to the Airport's Capital Improvement Plan, resulting in a reduction of $25,918.29 in 
rent per year; and 

WHEREAS, together with the relinquishment of approximately 1.19 acres at Plot 40, pursuant to 
Modification No. 2 of American Airlines' SuperBay Lease (Ll3-0071), the Airi)ort 
will see a cost savings of $1,039,090.00 in contractor parking costs; and 

WHEREAS, the Airport and United; have negotiated the terms and conditions of a rescission of 
Modification No.· 1 and a subsequent modification to the Lease which: 1) recaptures 
that certain portion of the Premises used for employee parking comprised of 
approximately 1.48 acres, 2) provides, in exchange, parcel of land comprised of 

·approximately 1.26 acres at Plot 40, and 3) adjusts the annual rent from 3,886,150.87 
to $3,860,232.58 to reflect the approximately 0.22 acre reduction in the Premises 
(the "Modification No. 2"), all as more fully set forth in the Director's 
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AIRPORT COMMISSION 

CITY AND COUNTY OF SAN FRANCISCO 

RESOLUTION NO. 

Memorandum, to be effective on the first day of the month following full City 
approval; now, therefore, be it, 

RESOLVED, that the Commission hereby rescinds Resolution No. 16-0241 adopted on 
September 6, 2016, which approved Modification No. 1 to the Lease; and, be it further 

RESOLVED, that the Commission hereby approves and authorizes the Airport Director to execute 
Modification No. 2 to the Lease; and, be it further 

RESOLVED, that the Airport Commission hereby directs the Commission Secretary to forward the 
Modification No. 2 to the Board of Supervisors for approval pursuant to Section 
9 .118 of the Charter of the City and County of San Francisco. 

Page2 of2 

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

at its meetingof_ _______ -__ J_A_N_1_7_Z __ ___,,_,_~ 
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MODIFICATION NUMBER 2 TO 

UNITED 
CONTRACT 
169432-4 

LEASE AGREEMENT FOR A PORTION OF PLOT 40 SUPERBAY HANGAR 
SAN FRANCISCO INTERNATIONAL AIRPORT 

UNITED AIRLINES, INC. 

Lease No. L04-0058 

THIS MODIFICATION NUMBER TWO TO LEASE (this "Modification"), dated , 
2017, is entered into by and between the City and County of San Francisco, a municipal 
corporation, acting by and through its Airport Commission, as landlord ("City''), and United ,­
Airlines, Inc., a Delaware corporation, as tenant ("Tenanf'). 

RECITALS 

A. City owns that certain real property at the San Francisco International Airport (the 
"Airport"), located at 1060 North Access Road, San Francisco, California, on Plot 40, and 
hereinafter referred to as the "Super Bay Hangar". 

B. City and Tenant are parties to Lease No. 04-0058, dated June 1, 2004, authorized by Airport 
Commission Resolution No. 04-0058 and Board of Supervisors Resolution No. 0063-04 (the 
"Lease") for a portion of the SuperBay Hangar, which is used for aircraft maintenance, 
aircraft parking, and employee parking. · 

C. The premises under the Lease is comprised of approximately 127,900 square feet of hangar 
space· on the 1st floor and 18. 62 acres of land (of which 17 .14 acres are used for aircraft 
parking and 1.48 acres are used for employee parking) and 1.5 acres ofland for an equipment 
wash rack area (which 1.5 acres is used on a non-exciusive basis) (the "Premises"), ail as 
more fully described on Exhibit A to the Lease, dated March 9, 2004. 

D. Pursuant to a Letter Agreement, dated August 31, 2016, City andTenant agreed to an equal 
exchange of land used for employee parking at Plot 40 and the substitution of a revised 
Exhibit A, dated May 28, 2015, which was an administrative change to the Lease. 

E. On September 6, 2016, pursuant to Airport Commission Resolution No. 16-0241, City 
approved Modification No. One to the Lease wherein the Premises was reduced to 
accommodate an Airport project. Due to unforeseen circumstances, full City approval and 
execution of Modification No. One was never achieved. On January 1 7, 2017, Modification 
No. One was rescinded pursuant to Airport.Commission No. 17-0012 and replaced with 
Modification No. 2 to the Lease. 

F. City and American Airlines, Inc. ("American") are parties to that certain Lease No. 13-0071, 
dated April 8, 2013, authorized by Airport Commission Resolution No. 13-0071 and Board 

' 
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of Supervisors Resolution No. 370-03 (the "American Lease") for another portion of the 
SuperBay Hangar, also used for aircraft maintenance, aircraft parking and employee parking. 

G. The leased premises under the American Lease is comprised of approximately 127,900 
siuare feet of hangar space on the 1st floor, 38,900 square feet of hangar space on the 2nd and 
4 floors, 17.4 acres of land for aircraft parking, 11,500 square feet for general services 
equipment shop area, 6.18 acres ofland for employee parking, and 1.5 acres ofland for an 
equipment wash rack area (which 1.5 acres is used on a non-exclusive basis) (the "American 
Premises"). 

H. As contemplated in a letter agreement (the "2016 Letter Agreement") by and between 
Tenant and City, dated August 31, 2016 and in accordance with the ''Reconfiguration Plan" 
attached hereto as Attachment I (and also attached as Attachment A, dated August 23, 2016, 
as revised on December 12, 2016) to the 2016 Letter Agreement), City wishes to reconfigure 
the employee parking lots under Tenant's Lease and the American Lease in order to 
accommodate future demand for construction contractor parking related to the Airport's 
Capital Improvement Plan.~ 

I. A$ contemplated in the 2016 Letter Agreement, City has proposed a recapture of Tenant's 
entire employee parking lot, comprised of approximately 1.48 acres of land (the "Recapture 
Parcel") and, in exchange, will provide an adjacent parcel of land, comprised of 
approximately 1.26 acres for Tenant's employee parking (the "Exchange Parcel''). 

J. In furtherance of the foregoing~ Tenant and City now desire to modify the terms of the Lease 
to provide for the exchange of land to accommodate Tenant's employee parking, pursuant to 
this Modification. 

NOW THEREFORE, in consideration of the foregoing and mutual covenants set forth herein, 
and other good and valuable consider~tion, receipt of which is hereby acknowledged, City and 
Tenanthereby agree as follows: 

1. ·Recitals; Effective Date; Defmed Terms. 

(a) The recitals set forth above are true and correct and are hereby incorporated in 
their entirety. 

(b) The effective date (the "Effective Date") of this Modification shall be the first 
day of the month following the final approval of this Modification by the San 
Francisco Board of Sup~rvisors. 

( c) Capitalized terms not defined herein shall have the meanings given them in the 
Lease. 

2. Premises Exchange. From and after the Effective Date, the Premises shall be modified by 
removing from the Premises the '.'Recapture Parcel" and adding to the Premises the 
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"Exchange Parcel", as more fully described and depicted on Airport Drawing UAPLOT40, 
dated January 4, 2017, attached hereto as Exhibit A and incorporated herein. 

From and after the Effective Date, Tenant releases, relinquishes and surrenders to City, all of 
Tenant's right, title, and interest in and to the Recapture Parcel. 

3. Premises. From and after the Effective Date, the term "Premises" under the Lease and in 
this Modification below shall mean the Premises as modified pursuant to this Modification as 
described on Exhibit A attached hereto, comprised of approximately 127,900 square feet of 
hangar space on the 1st floor of the SuperBay Hangar and 18.40 acres ofland (of which 17.14 
acres are used for aircraft parking and 1.26 acres are used for employee parking), and 1.5 
acres of land for an equipment wash rack area (which 1.5 acres is used on a non-exclusive 
basis). 

4. Exhibit Exchange. From and after the Effective Date, Exhibit A to the Lease, Airport 
Drawing UAPLOT40 dated May 28, 2015, shall be deleted in its entirety and substituted with 
Exhibit A attached hereto, Airport Drawing No. UAPLOT40, dated January 4, 2017. 

5. Recapture Parcel - Condition of Return .. City agrees to take possession of and accepts the 
Recapture ·Parcel in_ its "as is" conditfon and on a "with all faults" basis without any 
representations or warranties of any kind from Tenant. 

6. Exchange Parcel - Condition of Acceptance. Except with respect to that certain 
improvement work performed by City under that Letter Agreement dated. August 31, 2016, 
Tenant agrees to take possession of the Exchange Parcel in "as is" condition and on a "with 
all faults" basis without any representations or warranties of any kind from City. 

7. Rent. The Annual Rent attributable to the land leased by Tenant for employee parking shall 
be deemed modified to account for the reduction in acreage of the Premises commencing on 
the Effective Date of this Modification. Such reduction in Annual Rent is estimated to be 
approximately $21,209.21, based on the rental rate ID. effect for the period of July 1, 2016 
through June 30, 2017. 

8. City and Other Governmental Provisions. The following Sections 8.1 through 8.6 are 
added to the Lease: 

8.1 Food Service Waste Reduction. If and to the extent applicable, Tenant 
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 guidelines and rules. The provisions of Chapter 16 are incorporated 
herein by reference and made a part of this Lease as though fully set forth herein. 
Accordingly, Tenant acknowledges that City contractors and lessees may not use 
Disposable Food Service Ware that contains Polystyrene Foam in City Facilities and 
while performing under a City contract or lease, and shall instead use suitable 
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Biodegradable/Compostable or. Recyclable Disposable Food Service Ware. This 
provision is a material term of this Lease. By entering into this Lease, Tenant agrees 
that if it breaches this provision, City will suffer actual damages. that will be 
impractfoal or extremely difficult to determine; further, Tenant agrees that the sum of 
one hundred dollars ($100.00) liquidated damages for the first breach, two hundred 
dollars ($200.00) liquidated damages for the second breach in the same year, and five 
hundred dollars ($500.00) liquidated damages for subsequent breaches in the same 
year is a reasonable estimate of the damage that City will incur based on the violation, 
established in light of the circumstances existing at the time this Lease was made. 
Such amounts shall not be considered a penalty, but rather agreed monetary damages 
sustained by City because of Tenant's failure to comply with this provision. 

8.2 Preservative-Treated Wood Containing Arsenic. Tenant may not purchase 
preservative-treated wood products containing arsenic in the performance of this 
Lease unless an exemption from the requirements of Environment Code Chapter 13 is 
obtained from the Department of Environment under Section 1304 of the 
Environment 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. Tenant 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 Tenant from 
purchasing preservative-treated wood containing arsenic for saltwater immersion. 
The term "saltwater immersion" shall mean a pressure-treated wood that is used for 
construction purposes or facilities that are partially or totally immersed in saltwatet 

8.3 Labor Disputes. Tenant agrees to use commercially reasonable efforts to 
avoid disruption to City, other air carriers, Airport tenants, or members of the public 
arising from labor disputes involving Tenant, and in the event of a strike, picketing, 
demonstration or other labor difficulty involving Tenant, to use commercially 
reas9nable efforts, including the utilization of available legal remedies, to minimize 
or eliminate any disruption to .City, other air carriers, Airport tenants, or members of 
the public, arising from such strike, picketing, demonstration or ot4er labor difficulty. 

8.4 Local Hire. Any undefined, initially-capitalized term used in this Section 
shall have the meaning given to such term in San Francisco Administrative Code 
Section 23.62 (the "Local Hiring Requirements"). All Alterations under this Lease 
are subject to the Local Hiring Requirements unless the cost for such work is (a) 
estimated to be less than $750,000 per building permit or (b) meets any of the other 
exemptions in the Local Hiring Requirements. Tenant agrees that it shall comply 
with the Local Hiring Requirements to the extent applicable. Before starting any 
Alteration, Tenant shall contact City's Office of Economic Workforce and 
Devel0pment ("OEWD") to verify if the Local Hiring Requirements apply to the 
work (i.e., whether the work is a "Covered Project"). Tenant shall include, and shall 
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require its subtenants to include, a requiremep.t to comply with the Local Hiring 
Requirements in any contract for a Covered Project with specific reference to San 
Francisco Administrative Code Section 23.62. Each such contract shall name the 
City and County of San Francisco as a third party beneficiary for the limited purpose 
of enforcing the L~cal Hiring Requirements, including the right to file charges and 
seek penalties. Tenant shall cooperate, and require its subtenants to cooperate, with 
City in any action or proceeding against a contractor or subcontractor that fails to 
comply with the Local Hiring Requirements when required. Tenant's failure to 
comply with its obligations under this Section shall constitute a material breach of 
this Lease. A.contractor's or subcontractor's failure to comply with this Section will 
enable City to seek the remedies specified in San Francisco Administrative Code 
Section 23.62 against the breaching party. 

s:s All-Gender Toilet Facilities. If applicable, Tenant shall comply with San 
Francisco Administrative. Code Section 4.1-3 requiring at least one all-gender toilet 
facility' on each floor of the building where extensive renovations take place and toilet 
facilities are required or provided. An "all-gender toilet facility'' means a toilet that is 
not restricted to use by persons of a specific sex or gender identity by means of 
signage, design, or the irtstallation of fixtures, and "extensive renovations" means any 
renovation where the construction cost exceeds 50% of the cost of providing the toilet 
facilities required by this Section. 

8.6 No Advertising or Promotions; Prohibition of Tobacco Advertising. 
Tenant shall have no right to conduct any advertising or promotional activities at the 
Airport. Tenant 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 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 appiy 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 
smoking. · . 

9 .. 2016 Letter Agreement. The 2016 Letter Agreement shall be deemed terminated as of the 
Effective Date hereof; provided, however, and notwithstanding the foregoing, United's rights 
and City's ;responsibilities under Section 7 ("Liability'') of the 2016 Letter Agreement shall 
survive such termination and are hereby incorporated into this Modification by reference. 

10. Full Force and Effect. As modified hereby, all other terms and conditions of the Lease shall 
remain in full force and effect. 

Ill/II 
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IN WITNESS WHEREOF, the parties hereto have executed this Modification by their duly 
authorized officers, as of the day and year first above written. 

AUTHORIZED BY AIRPORT 
COMMISSION: 

Resolution No. 17-0012 

Adopted: January 17, 2017 

TENANT: UN1TED AIRLINES, INC., 
a·Delaware corporation 

By: __ ~-~-P-r-0~a~~·-·-~~v-ed-i---~ 
Managing Director, Airport Affairs 

Corporate Real Estate 

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

Ivar C. Satero ~' \.~ 
Airport Director 'I-'"" 

Attest:---------~---
Secretary 

Airport Commission 

APPROVED AS TO FORM: 
DENNIS J. HERRERA, CityAttomey 
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ATTACHMENT A 

?~ 

RECONFIGURATION. PLAN DATED AUGUST';i3, 2016 .(REVISED DECEMBER 12,.2016) 

SCOPii ITEMS FOR .UNITED AIRLINE~ (UA) ANO' AMERICAN AIRLINES [AA): 
1. INSTALLK-RAILAND FENCING AS NEEDED. 
2, SLU~RY SEAL AND RESTRIP5 PORTION or- AA'LOT AS NEEDEQ. 
?· SLURRY SEAl;,AND Ai;STRIPE PORTION OF UA LOT·AS·NEEDED. 
~. REPLACE LIGHT FIXTURES AND OPEN LOT (REMOVE K·RAIL) FOR CONTRACTOR PARKING. --------,. 
5. SEGREGA'rE ELEC1R1CAL METERS. 

ATIACHMENT I 

WJJJJll 

. --~ i n omrm '."l ~mt1ij11:111~•1~;i ~ . I 
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OF UNITED AIRLINES, INC. FOR PORTION OF THE PLOT 40 SUPERBAY HANGAR 

. AND SUPPORT AREAS 
AT SAN FRANCISCO INTERNATIONAL AIRPORT 

by and between 

UNITED AIR LINES, INC 
as tenant 

and 

CITY AND COUNTY OF SAN FRANCISCO 
ACTING BY AND THROUGH ITS AIRPORT COMMISSION, 

as landlord 

Mayor Gavin Newsom 

AIRPORT COMMISSION 

Hon. Larry Mazzo.la President 
Hon. Michael S. Strunsky, Vice President 
Hon. Linda S. Crayton 
Hon. Caryl Ito 
Hon. Eleanor Johns 

June 2004 

Lease No. L-04- 0058 
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• 
LEASE AGREEMENT 

OF UNITED AIRLIINES, INC. FOR PORTION OF PLOT 40- SUPERBAY HANGAR 
AND SUPPORT AREAS 

AT SAN FRANCISCO INTERNATIONAL AIRPORT 

MAJOR LEASE TERM SUMMARY 

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

Reference Date: 

Tenant: 

Tenant's Notice 
·Address: 
(§ 19.1) 

City: 

City's Notice Address 
(§ 19.1): 

June 1, 2004 

United Air Lines, Inc. 
a Delaware corporation 

(US Mail) 
United.Airlines 
Att'n: Vice President, Worldwide Real Estate 
P. 0. Box 66100 WHQOU 
Chicago, IL 60666-0 l 00 

(Overnight Delivery) 
United Airlines 
Att'n: Vice President, Worldwide Real Estate 
1200 East Algonquin Rd. 
Elk Grove Township, IL 60007 

Fax No. (847) 700-4841 
· Tel. No. (847) 700-6006 

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

San Francisco International Airport 
Administrative Offices 
Building 100, International Terminal 
North Shoulder Building, 5th Floor 
P.O. Box 8097 
San Francisco, CA 94128 

· Att'n: Airport Director 
Fax.No. (650) 821-5005 
Tel. No. (650) 821-5000 
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Premises:· 
(§ 1) 

Term: 
(§ 2) 

Option 
(§ 2) 

Commencement Date: 
(§ 2) 

Expiration Date: 
(§ 2) 

Permitted Use: 
(§ 3) 

Annual Rent: 
(§ 4) 

Rent: 
(§ 4) 

• • 
··.Exclusive Use: 

· A portion of that certain parcel of real property commonly known as Plot 
40, situated in the county of San Mateo, State of California, consisting of 
approximately 18.62 acres more or less, as identified on Exhibit A 
attached hereto and incorporated herein. The acreage may be adjusted 
pursuant to field verification within ninety (90) days of the 
Commencement Date, provided that such adjustment shall have no effect 
()n the Annual Rent. 

A portion of the hangar facilities commonly known as Superbay Hangar 
("Hangar"), comprising approximately 127 ,900 square feet of first floor 
space, including Bay 3 and Bay 4, as identified on Exhibit A attached 
hereto and incorporated herein. · 

Non-Exclusive Space: 

Equipment washrack area comprising approximately 1.5 acres located on 
the northwest side of the Hangar, as identified on Exhibit A attached 
hereto and incorporated herein. 

Commencing on the Commencement Date and continuing through 
June 30, 2013. 

Tenant shall have one (1) option to extend the Term for an additional 
ten(lO)-year period under the same terms and conditions. 

The "Effective Date, as defined in that eertain Cwe Stipuladm1 Agteement, 
by aad bet-ween City aaei +'@aant. 6 l<'/.U-6-H 
Actual Date: ,J1me J, 2004 ~ - 2.1- D L{ 

June 30, 2013 or earlier as provided herein. 

Aircraft maintenance, and related operations and support offices, aircraft 
parking and movement, ground service equipment activities, vehicle 
parking for employees working at the Premises (approximately 150 
vehicles), equipment storage and related functions; Non-exclusive use of 
washrack. 

Two Million, Five Hundred Ten Thousand, Four Hundred Ninety 
Two ($2,510,492.00) Dollars ("Initial Annual Rent") 
($209,207.67) per month, as adjusted pursuant to Section 4. Initial 
rent is based on a rate of $1.9 .63 per square foot of ground floor 
.space per year. 

Annual Rent, Additional Rent (as defined in Section 4.5 hereof), and all 
. other amounts owing by Tenant to City hereunder. 
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Deposit Amount: 
(§ 12) . 

Resolution: 

Initial Tenant 
Representative: 
(§ 3.6) 

Other 
Agreements: 

. (§ 12.3) 

Exhibits: 

• 
A sum equal to three (3) times the monthly installment of Annual Rent, as 
adjusted. Initial Deposit: $627,623 Dollars 

Number 04-0058, approved by the Airport Commission on 
March 12 ,2004 

Michael Lorenzini 
Tel: 650-634-1391 

Lease and Use Agreement No. 82~0126, Lease No's. 73-0066, 96-0268, 
and 00-0464. 
Permit No's. 1190, 1784, 2105, 2104, 2859, 3085, 3314, 3375, 3452, 
3560, 3508, 3512, 3590, 3678, Contract #6 & #11. 

A Premises 
B. Maintenance Responsibilities 
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• 
LEASE AGREEMENT 

OF UNITED AIRLINES, INC. FOR PORTION OF PLOT 40- SUPERBAY HANGAR 
· AND SUPPORT AREAS 

AT SAN FRANCISCO INTERNATIONAL AIRPORT 

THIS LEASE AGREEMENT (this "Lease"), dated as of the Effective Date, is.entered into by 
and between the City and County of San Francisco, a municipal corporation ("City"), acting by and 
through its Aiiport Commission ("Commission"), and United Airlines, Inc. ("Tenant"). 

This Lease is made with reference to the following facts and objectives: 

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

B. · Tenant.desires to lease certain real property at the Airport for the Permitted Use. 

C. Pursuant to the Resolution, Commission has authorized the execution of this Lease by 
City. 

Accordingly, Tenant and City agree as follows: 

1. PREMISES 

1.1 Extent of Leasehold. On the terms, conditions, and covenants in this Lease, City hereby 
leases to Tenant and Tenant hereby leases from City, the Premises. 

1.2 Rights of Ingress and Egress. Tenant shairhave the non-exclusive rights of ingress and 
egress across Airport property to conduct its permitted operations hereunder provided that .such ingress 
and egress activity: (a) shall notimpede or interfere unduly with the operation of Airport by City or the 
use of the Airport by its tenants, passengers, or employees; (b) shall be subject to Airport Rules and 
Regulations, as amended from time tci tirrie (as amended, the "Airport Rules"), including those 
pertaining to badge, permitting, and other security requirements, and the requirements of this Lease; 
( c) shall be in or on hallways, roads, and other areas designated 'by Director from time to time; and 
(d) may be suspended or revoked by Director. Said rights of ingress and egress shall likewise apply to 
Tenant's employees, guests, patrons and suppliers, including the right of transport of equipment, material, 
cargo, machinery and other property, provided however, that Director may impose a reasonable and non­
discriminatory charge upon Tenant's suppliers or furnishers of service in an amount sufficient to 
compensate City for the out-of-pocket costs reasonably and directly incurred by City in the reasonable 
regulation by City of such suppliers or furnishers of service in the exercise by such suppliers or furnishers · 
of the foregoing right of ingress and egress, and provided further, that such right of ingress and egress 
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shall not alter or affect whatever contractual arrangements which may now or hereafter exist between City 
and Tenant's suppliers or furnishers of service. 

1.3 Changes to Airport~ Tenant acknowledges and agrees that (a) City shall have the right at 
all times to change, alter, exp!Uld, and contract the Airport, including the Terminal Building Complex, 
(b) City has made no representations, warranties, or covenants to Tenant regarding the design, 
construction, pedestrian traffic, or views of the Airport or the Premises. Without limiting the generality 
of the foregoing, Tenant acknowledges and agrees that the Airport (i) is currently undergoing, and may 
from time to time hereafter undergo, renovation, construction, and other Airport modifications; and 
(ii) may from time to time adopt rules and regulations relating to security and other operational concerns 
that may affect Tenant's .business; Although City will use reasonable efforts to minimize the effect of 
such renovation, construction and other Airport changes on Tenant's business, Tenant acknowledges that 
such activity may have some effect on its aircraft maintenance operations occurring at the Airport. 
Notwithstanding the foregoing, City shall not eliminate Tenant's access to the Premises. 

2. TERM 

2.1 Commencement and Expiration. The Term shall commence on the Commencement Date 
and expire on the Expiration Date, unless terminated prior thereto as provided herein. 

2.2 Option to Extend Term. Landlord hereby grants to Tenant an option to extend the 
term of this Lease by an additional ten(lO)- year period, on the same terms and conditions of this 
Lease, except that the Annual Rent shall adjusted as provided in this Section 2.2. In the event 
Tenant exercises this option, then the term of this Lease shall be extended to June 30, 2023 (the 
"Option Term"). For the first year of the Option Term, the Annual rent shall be the greater of 
the Annual Rent in effect at the expiration of the initial Term as adjusted by CPI or the fair 
market value of the Premises all as determined in accordance with the methodology outlined in 
Section 4.4 [J?ifth Year Rent Adjustment] hereof. In each subsequent year of the Option Term 
the Arinual Rent shall be adjusted annually in accordance with the methodology outlined in 
Sections 4.3 [Adjustments to Annual Rent] and 4.4 [Fifth Year Adjustment] except that 
references to the fifth (5th) Rent Adjustment Date and the fifth (5th) and sixth (6th) tease Year of 
the Term shall be deemed to refer to the corresponding Rent Adjustment Date and Lease Years 
of the Option Term. 

2.3 Holding Over: If, without objection by City, Tenant holds possession of the Premises 
after the Expiration Date, Tenant shall become a tenant from month to month, upon the terms of this 
Lease except that, at City's sole discretion, Annual Rent shall be double the then prevailing Annual Rent. 
No such holdover shall be deemed to operate as a renewal or extension of the Tenn. Such month-to­
month tenancy may be terminated by City or Tenant by giving thirty (30) days' notice of termination io 
the other at any time. 

3. USE AND OPERATION 

3.1 Permitted Use. Tenant shall use the Premises for the Permitted Use, and for no other 
purpose. In the event Tenant desires to use the Premises for any purpose other than the Permitted Use, 
Tenant may submit a request to Director. Director may, in his/her sole and absolute discretion approve or 
deny such request. 

3.2 No Exclusivity. Tenant acknowledges and agrees that Tenant has no exclusive rights to 
conduct the business of the Perniitted Use and that City may arrange with others for similar activities at 
the Airport. 

- 2 -



• 
3 .3 References to Airport. Tenant shall not, without the prior written consent of Director, 

reference City or the Airport for any purpose other than the address of the business to be conducted by 
Tenant in the Premises, nor will Tenant do or permit anything in connection with Tenant's business or 
advertising which in the judgment of City may reflect unfavorably on City or the Airport, or confuse or 
mislead the public as to the relationship between City and Tenant. 

3.4 Prohibited Acti\rities. Without limiting any other provision herein, Tenant shall not, 
without the prior written consent of Director: (a) cause or permit anything to be done, in or about the 
Premises, or bring or keep anything thereon which might ( i) increase in any way the rate of fire insurance 
on the Hangar or the Airport or any of its contents by way of increased risk of fire or explosion; (ii) create 
a nuisance; (iii) in any way obstruct or interfere with the rights of others in the Hangar or injure or annoy 
them; (b) commit or suffer to be committed any waste upon the Premises; (c) use, or allow the Premises 
to be used, for any improper, immoral, unfawful or objectionable purpose; (d) place any loads upon the 
floor, walls or ceiling which endanger. the structure or obstruct the sidewalk, passageways, stairways or 
escalators, in front of, within, or adjacent to the Hangar; or (e) do or permit to be done anything in any 
way tending to injure the reputation of City or appearance of the Airport; 

3.5 Inspections. Director may cause the Premises and Tenant's operations hereunder to be 
· inspected at any time. 

3.6 Representative of Tenant: Access. Tenantshall at all reasonable times retain on the 
Airport at least one qualified representative authorized to represent and act for it in matters pertaining to 
its operation, and shall keep Director informed in writing of the identity of each such perso:n. The initial 
person so designated is the "Initial Tenant Representative." Tenant shall assure City of emergency 
access to the Premises by providing a list of current emergency telephone numbers at which Initial Tenant 
Representative may be reached on a 24-hour basis. 

3.7 Compliance with Laws. Tenant shall promptly, at its sole expense, cause Tenant's use of 
the Premises and operations therein, to comply at all times with all present and future federal, state and 
local laws, as the same may be amended from time to time, whether foreseen or unforeseen, ordinary as 
well as extraordinary, including all laws relating to (a) health and safety; (b) disabled access, including 
the An1ericans with Disabilities Act,.42 U.S.C.S. Sections 12101 et. seq. and Title 24 ·of the California 
Code of Regulations (collectively "ADA"), (c) Hazardous Materials (as defined below); and (d) fire 
sprinkler, seismic retrofit, and other building code requirements, including aII Airport Operation Bulletins 
and Airport Directives (collectjvely"Laws"),the Airport's Tenant Improvement Guide, as amended from 
time to time (as amended, the "Airport's TI Guide"), and the Airport Rules. Tenant shall also promptly, 
at its sole expense, cailse the Premises and related equipment, to comply with all applicable Laws and the 
Airport's TI Guide, to the extent such portions(s) of the Premises and/or equipment are deemed an Airline 
responsibility pursuant to Exhibit B attached hereto, except that in the case of conditions existing prior to 
May 11995, the provisions of Section 9.4 shall apply. The parties acknowledge and agree that such 
obligations are a material part of the bargained for consideration under this Lease. Any work or 
installations made or performed by or on behalf of Tenant or any person or entity claiming through or 
under Tenant on the Premises shall be subject to and performed in compliance with the provisions of this 
Lease; including .this Section 3.7. Tenant 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. Tenant shall promptly upon request provide City with evidence of its compliance · 
with any of the obligations required under this Section. 

3.8 Fuel System. Tenant acknowledges that City has granted to a third-party the sole and 
exclusive right to operate a fuehystem on the Airport. Tenant acknowledges and agrees that, to the 
extent it desires to receive distribution of jet fuel on Airport premises, it must receive such distribution 
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from such party, on the tenns and conditions established by such party. In no event will Tenant have the 
right to operate a competing fuel system on the Airport. 

3.9 Prevention of Trespass. Tenant shall use reasonable precautions to prevent unauthorized 
persons from gaining access to restricted flight and public aircraft operational areas and all other 
nonpublic areas around the Premises.··· 

3.10 Antennae and TeleconununiCations Dishes. No antennae, telecommunications dish, 
wifeless telecommunications system, or other similar facilities may be installed on the Premises without 
the prior written approval ofDirector, which approval shall not be unreasonably withheld, conditioned or 
delayed. No such antennae shall interfere with City's emergency and non-emergency communications 
facilities or the transmission faciiities of City. Tenant agrees, at the request of City, to permit City to 
install on the exterior of the Hangar, at City's sole cost, telecommunications or transmission equipment 
reasonably required or desired for City's, including use by Airport customers, and Tenant shall give City 
reasonable access to such exterior areas. 

4. RENT 

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

(a)· "Consumer Price Index" means that index published by the United States 
Department of Labor, Bureau of Labor Statistics lmown as "All Urban Consumers - All Items for the San . . . 
Francisco-Oakland-San fose Area (1982~84 = 100)." In the event such index is discontinued, then 
"Consumer Price Index" shall mean an index chosen by Director which is, in Director's reasonable 
judgment, comparable to the index specified above. 

· (b) "Rent Adjustment Date" means July 1, 2005 and each July 1st thereafter 
throughout the Term and any extension thereof. 

(c) "Base Index" means the most recent Consumer Price Index published 
immediately prior to the Commencement Date. 

. (d). "Comparison Index" means the most recent Consumer Price Index published 
immediately prior to each Rent Adjustment Date. 

( e) "Lease Year" means the period commencing on the Conunencement Date and 
expiring on the day before the first Rent Adjustment Date, and each subsequent 12-month period 
thereafter, commencing on each Rent Adjustment Date and expiring on the day before the subsequent 
Rent Adjustment Date, or expiring on the Expiration Date, as the case may be. 

4.2 Monthly Rent Payments. Tenant shall pay, as rent for the Premises, the monthly 
installment of the Annual Rent in adv.ance on or before the first (1st) day of each calendar nionth of the 
Tenn. 

(a) On or before the Commencement Date and the first (1st) day of each calendar 
month thereafter, Tenant shall pay the monthly installment of the current Annual Rent. If the Rent 
Conunencement Date occtirs on a date other than the first day of a calendar month, then the monthly Rent 

·for such first month (the "First Month") shall be prorated based on a 30-day month. 
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(b) All payments hereunder shall be paid at the office of Director, or at such other 

place as City may from .time to time designate in writing. All Rent shall be paid in lawful money of the 
United States, free from all claims, demands, setoffs, or counterclaims of any kind. Any Rent not paid 
when due shall be subject to a ·service charge equal to the lesser of the rate of one and one-half percent ( 1 
Yi%) per inorith, and the m.aXiinur'n rate permitted by law. Acceptance of any service charge shall not 
constitute a waiver of Tenant's default on the overdue amount or prevent City from exercising any of the 
other rights and remedies availabfo to CitY. . 

4.3 · Adjustments to Annual Rent. On each Rent Adjustment Date through the fifth (Slh) lease 
year, the Annual Rent will be adjusted as follows: if the Comparison Index shall exceed the Base Index, 
then the Annual Rent with respect to the upcoming Lease Year shall be increased to equal the following 
amount: 

Initial Annual Rent x Comparison Index . 
Base Index 

Notwithstanding.anything to the contrary herein, in no event win the Annual Rent for any Lease Year of 
the Term be lower than the Anntial Rent with respect to the prior Lease Year. 

4.4 Fifth Year Rent Adjustment. On the fifth (5th) Rent Adjustment Date, in lieu of the 
annual adjustment set forth iii Section 4.3 (Adjustments to Annual Rent), Annual Rent shall be reviewed 
and adjusted upward to equal the greater of the Annual Rent in effect in the fifth ( 5m) Lease Year as 
adjusted by CPI or the fair market value of the Premises as determined by reappraisal conducted by City's 
Director of Property. · 

Thereafter, the Annual Rent shall be adjusted annually by CPI adjustment, as provided in Section 4.3 
above, except that such adjustment mechanism shall be modified as follows: 

• Initial AnnualRent wiU be equal to the Annual Rent set for the sixth Lease Year 
of the Term pursuant to this Section 4.4; and 

• Ba.Se Index \Vi!l be equ.3.1 to Llie most recent Consumer Price Index published 
immediately prior to the sixth Rent Adjustment Date. · 

Notwithstanding anything to the contrary herein, in no event will the Annual Rent for any Lease Year of 
the Term be lower than the A.tlnual Rent with respect to the prior Lease Year. 

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

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

4.7 Nature of Lease,· The Base Rent and other Rent due City hereunder shall be absolutely 
net to City and shall be paid without assertion of any counterclaim, setoff, deduction or defense and 

- 5 -



• 
without abatement, suspension, deferment or reduction. Under no circumstances or conditions, whether 
now existing or hereafter arising, and whether or not beyond the present contemplation of th,e parties, 
shall City be expected or required to make any payment of any kind whatsoever with respect to the 
Premises or be urider any.obligation or liability hereunder except as expressly set forth in this Lease. 
Except as otherwise expressly provided herein, this Lease shall continue in full force and effect, and the 
obligations of Tenant hereunder shall not be released, discharged or otherwise affected, by reason of: (a) 
any damage to or destruction ofthe Premises or any portion thereof or any improvements thereon, or any 
taking thereof in eminent domain; (b) any restriction or prevention of or interference with any use of the 
Premises or the improvements or any part thereof; (c) any bankruptcy, insolvency, reorganization, 
composition, adjustment, dissolution, liquidation or other proceeding relating to City, Tenant or any 
constitilent partner of Tenant or any sub lessee, licensee or concessionaire or any action taken with respect 
to this Lease by a trustee or receiver, or by any court, in any proceeding; (d) any claim that Tenant or any 
other person has or might have against City ( e) any failure on the part of City to perform or comply with 
any of the terms hereof or of any other agreement with Tenant or any other person; (f) any failure on the 
part of any sub lessee, licensee, concessionaire, or other person to perfomi or comply with any of the 

· term.S of any sublease or othetagreement between Tenant and any such person; (g) any termination of any 
sublease, license or concession, whether voluntary or by operation of law; or (h) any other occurrence 
whatsoever, whether similar or dissimilar to the foregoing in each .case whether or not Tenant shall have 
notice or knowledge of any of the foregoing. The obligations of Tenant hereunder shall be separate and 
independent covenants and agreements. Tenant hereby waives to the full extent permitted by applicable 
law, all rights now or.hereafter conferred by statute, including without limitation the provisions of Civil 
Code Sections 1932 and 1933, to quit, terminate or surrender this Lease or the Premises or any part 
thereof, or to any abatement; suspension, deferment, diminution or reduction of any rent hereunder. 

5. ASSIGNMENT OR SUBLETTING 

5.1 . ·. No Assignment. Tenant shall not assign, sublet, encumber, or otherwise transfer, 
whether voluntary or involuntary or by operation of law, the Premises or any part thereof, or any interest 
herein, without City's prior written consent, which consent may be granted or denied in City's sole and 
absolute discretion (the tenn "Transfer'! shall mean any such assignment, subletting, encumbrance, or 
transfer). City's consent to one Transfer shall not be deemed a consent to subsequent Transfers. Any 
Transfer made without City's consent shall constitute a default hereunder and shall be voidable at City's 
election. · 

5 .. 2 No Bonus Value. · It is the intent of the parties hereto that the Lease shall confer upon 
Tenant only the right to use and occupy the Premises and to exercise such other rights as are conferred 
upon Tenant by Lease. The parties agree that this Lease is not intended to have and thus shall have no 
Bonus Value (as defined below) nor serve as a vehicle whereby Tenant may profit by a future Transfer of 
this Lease or by the right to use or occupy the Premises as a result of any favorable· terms contained herein 
or any future changes in the market for leased space. As used herein, the term "Bonus Value" shall mean 
consideration or compensation paid or payable under or by virtue of any Transfer, immediately or over 
the aggregate of the Term, directly or indirectly exceeding that paid or payable by Tenant under the Lease 
(less expenses for verifiable and reasonable costs for tenant improvements, lease concessions, value of 
Tenant's trade fixtures and special equipment conveyed in connection with the Transfer). If Tenant 
receives any Bonus Value during the Term of this Lease or in case of the sublease ofa portion of the 
Premises in excess of such rent that is fairly allocable to such portion, Tenant shall pay City one hundred 
percent ( 100%) of the difference between each such payment of sublease rent or other consideration and 
the Rent required hereunder. Accordingly, all such Bonus Value shall be!Ong exclusively to and be paid 
or payable to City as additional rent hereunder. Such additional amounts shall not affect or reduce any 
other obligation of Tenant to pay Rent under this Lease. Notwithstanding anything to the contrary herein, 
Tenant shall be entitled to charge.an approved subtenant an administration fee equal to no more than 15% 
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of th~ Rent payable by Tenant heretinder, ~ndsuch administr~tion fee shall not be deemed "Bonus 
Value." · · ·· · 

5.3 Changes in Tenant. .The merger ofTenant with any other entity or the transfer of any 
controlling ownership interest in Tenant, or the assignment or transfer of a substantial portion of the 
assets of Tenant, whether or not located on the Premises, shall constitute a Transfer. Without limiting the 
generality of the foregoing, if Tenant is a partnership, a withdrawal or change, voluntary, involuntary or 
by operation oflaw of the partner or partners owning fifty-one percent (51 %) or more of the partnership, 
or the dissolution of the partnership, shall be deemed a Transfer. If Tenant is a corporation or limited 
liability company, any dissolution; merger, consolidation or other reorganization of Tenant, or the sale or 
other transfer of a controlling percentage of the capital stock or membership interests of Tenant, or the 
sale of at least fifty-one percent(51 %) of the value of the ·assets of Tenant, shall be deemed a Transfer .. 
The phrase "controlling 'percentage" means the oWnership of, and the right to vote, stock or interests 
possessing at least fifty-one pei:cent (51 % ) of the total combined voting power of all classes of Tenant's 
capital stock or interests issued, ou.tstanding and entitled to vote for the election of directors. This 
paragraph shall not apply t<>·corporations or limited liability companies the stock or interests of which is 
traded through an exchange or over the counter. . . 

5.4 No Release. Iil no event will City's consent to a Transfer be deemed to be a release of 
Tenant as primary obligor hereunder. 

6. TAXES, ASSESSMENTS AND LIENS 
. .· . . : . . . . 

6.1 · · Taxes.· Tenant recognizes and understands that this Lease may create a possessory 
interest subject to property taxation and that Tenant may be subject to the payment of property taxes 
levied on such interest. Tenant further recognizes and understands that any Transfer permitted under this 
Lease and any exercise of any option to renew or other extension of this Lease, if applicable, may 
constitute a change in ownership for purposes of property taxation and therefore may result in a 
revaluation of any possessory interest created hereunder. Tenant shall pay all taxes of any kind, including 
possessory interest taxes, that may be lawfully assessed on the leasehold interest hereby created and to 
pay all other taxes; excises, licenses, permit charges and assessments based on Tenant's usage of the 
Premises, all of which shall be paid when the same become due and payabie and before deiinquency. 
Tenant shall report any Transfer, or any renewal or extension hereof, to the County of San Mateo 
.ASsessor within sixty ( 60) days after such Transfer transaction, or renewal or extension. Tenant further 
agrees to provide such other information as inay be requested by the City to enable the City to comply. 
with any reporting requirements under applicable law with respect to possessory interests. 

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

7. TENANTOOROVEMENTS;ALTERATIONS 

7.1 Improvements. Subject to the provisions of Section 7.2 [City's Approval Rights] below, 
Tenant at its own expense may construct, place or erect on the Premises any improvements which it may 
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consider necessary or useful in connection with or related to Tenant's business, including Tenant's trade 
fixtures, specialty equipment, furnishings, finishes, or other necessary improvements to Premises and 
thereafter, fo alter, modify or enlarge the same. 

7.2 City'~ Approval Rights. Tenant shall not make or suffer to be made any alterations, 
additions, or improvements to the Premises or any part thereof or attach any fixtures or equipment thereto 
(collectively, "Alterations") without Director's prior written consent. Tenant shall cause all such 
Alterations to be perfonried in a workmanlike manner, in compliance with the requirements of the 
Airport's TI Guide and all applicable Laws. Without limiting the generality of the foregoing, all Exterior 
Alterations (as defmed below); may require the approval of the Airport's Design Review Copunittee. As 
used herein, the term"Exterior Alterations" means Alterations to be installed on the exterior of the 
Hangar . Prior to the construction of any Alterations, Tenant shall submit detailed plans and 
specifications to the Director for approval. Tenant shall include with its plans and specifications 
schematic renderings, materials, and a color board(s). 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 Tenant to resubmit designs until they meet Director's approval. The Commencement Date 
shall notbe extended if Director rejects any designs submitted. In the event of disapproval by Director of 
any portion of the pltins and specificatiOns; Tenant will promptly submit necessary modifications and 
revisions thereof •. No changes oralteration.s wiU be made in said plans or specifications after approval by 
Director. City agrees to actwithin 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 there()fby Director, be signed by 
Tenant and deposited with City as an official record thereof. All Alterations shall be effected through the 
use of contractors approved by 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. · 

7.3 Notice and Permits. Tenant shall give written notice to Director not less than seven (7) 
days prior to the commencement of an'y Alterations work in order that City may post appropriate notices 
of non-responsibility, and agrees that such notices may remain posted until the acceptance of such work 
by City. Tenant shall obtain, and pay all fees for all permits required by the City or other legal 
jurisdictions, for improvements that it is required to construct or install, and it shall furnish copies of all 
such permits to City prior to the commencement of any work. 

7.4 Title to Alterations. Title to all Alterations of such a nature as cannot be removed 
without damage to the Premises including all carpeting, decorations, finishes, slat walls, and counters, 
shall vest in City on the Expiration Date. All other equipment of such nature as to constitute specialty 
equipment or trade fixtures shall remain the property of Tenant. On the Expiration Date, Tenant may 
remove said specialty equipment or trade fixtures or Director may require that Tenant remove same at 
Tenant's expense. Prior to the Commencement Date, Tenant shall submit to Director a proposed list of 
such specialty equipment and trade fixtures; said list may be subsequently amended during the Term to 
reflect any changes;in said specialty equipment and trade fixtures. Tenant agrees and understands that 
"specialfy equipment and trade fixtUres" are defined as objects, either affixed or unaffixed, to the realty 
by Tenant to aid it in carrying on its business on the Premises in accorµance with the Permitted Use. On 
the Expiration Date, all fixtures and equipment, other than those deemed specialty equipment or trade 
fixtures by City, shall become the prop~rty of City. Tenant shall be liable to City for City's costs for 
storing, removing and disposing of any alterations or Tenant's personal pro~, and of restoration of the 
Premises. Notwithstandmg anything to the contrary herein, any Alterations made by Tenant at Tenant's 
cost will not be considered in the reappraisals perfonned pursuant to Section 4.4 [Fifth Year Rent 
Adjustment]. · 
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7 .5 Effect ~f Alterations on Airport. If and to the extent that Tenant's activities or proposed 

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

. 7 .6 Removal of Pipelines .. · In the event that any City-owned pipeline(s) located on the 
Premises that are in. use by Tenant,.or pipelines and appurtenances installed by Tenant be so located that it 
shall be necessary to change;'aiter; remove or reconstruct same in order to allow City to install a sewer or 
drain line, or ifa change ofAirport buildings or aircraft apron boundaries is required by City, Tenant at 
its own and sole expense, shall make such change, ·alteration, removal or reconstruction of said pipeline as 
is requested byCity, necessitated by such change, even though said pipelines are owned by City; 
however, suchrelocation shail cicci.ir only after all other alternatives have been considered and deemed 
unreasonable by City. . 

8. UTILITIES 

8.1 Services. 

·(a} Te.narit shall have the right to obtain service from City's water, sewerage, storm 
water drainage and electric power facilities, but shall acquire no title thereto. Tenant shall have the right 
to request artd receive telephone and.cominunications services and illuminating or industrial gas service, 
subject to the customary rules arid regulations of these utility companies, from the utility companies 
furnishing such services, whether the companies deliver such services directly through their own conduits 
or pipes or through conduits oi: pipes owned by City. Tenant agrees to pay all charges legally exacted for 
said utility services. Tenant may alter, relocate, or add to said existing facilities and utilities, provided 
written approval by City of plans for such alteration or relocation is first obtained. Tenant shall not cross 
connect water supplies from sources other than City's supply pipes. City shall have the right, at all times, 
without unreasonably or. unduly interfering with Tenant's use of the Premises to enter upon the Premises 
and install, construct, maintain; operate and remove water pipes, drainage pipes, electric power supply 
lines, telephone and commurifoation conduits, sewerage lines for general airport use, provided that such 
entry, installation, construction, maintenance, operation, or removal, shall not reduce the useable square 
footage of the Premises (exceptto a de minimis extent). Unless due to the fault of Tenant, the expense of 
any said operation shall be borne by. City .. In the event of any excavation by City upon the Premises for 
any of said purposes, said Premises shall be restored to the immediately prior condition at City's expense, 
unless due to the fault of Tenant. 

(b) Prior to the beginning of any construction by Tenant, Tenant shall locate all 
existing underground utilities belonging to City or its tenants in order to avoid damage to said utilities. 
Any damage to existing pavement, underground facilities or other improvements belonging to City caused 
by Tenant's operations shall.be repaired to the satisfaction of City by Tenant at its expense. Tenant shall 
promptly backfill any trench made by it on the Premises so as to leave the surface of the ground 
thereover, as nearl)rnohnal as practical, and restore pavement and landscaping to its original condition. 
This shall include Tenant's restoration oflandscaping, fencing, gates, roadways, traffic signs, driveways, 
parking lots, guardrails or any other ii'nprovements. 

(c) Drains or other facilities provided by Tenant for the purpose of disposing of 
storm or other waters shall in no case be connected to sanitary sewers. In the event that Tenant's facilities 
(either storm or sanitary) are below an elevation that will permit gravity flow into facilities provided by 
City, then Tenant shall provide and maintain such pumping facilities as may be necessary to deliver storm 
water or sanitary sewage to the proper.drainage system facilities or sanitary sewers provided by City for 
the disposal Of same'. Tenant must provide adequate separations to prevent flow into the sanitary sewer 

- 9 -



• • 
system of petroleum products or chemicals or any foreign matter. Tenant shall take all reasonable 
precautions to prevent material going into the drainage system which would create interference with the 
flow therein, or which would cause undue hazards or 1.mlawful contamination of the waters of the San 
Francisco Bay .into which the drainage flow may be deposited. 

. 8.2 Utility Costs, Tenant shall pay the whole cost for all utility services as invoiced to 
Tenant by City arid for such other specialsemces which it may require irt the Premises, and Tenant 
hereby expressly waives the right to cqntest ariy utility rates. 

· 8.3 Waiver of Danfages. Tenant hereby expressly waives any and all claims for damages 
against the City arising or resulting from failures or interruptions of utility services to the Premises, 
including electricity, gas, water; plumbing, sewage, telephone, communications, heat, ventilation, air 
conditioning, or for the failure or interruption of any public or passenger conveniences; except if any such 
damages are caused solely by the active negligence or intentional wrongdoing of City, its employees, or 
agents. Without limiting the genei:ality of the foregoing, Tenant shall have no rights to abate Rent or 
tenrun~te this Lease in' the event of any interruption or failure of utility services; 

8.4 Telecommuriications. In no event will Tenant have any. rights to license, Lease, or 
sublease to a telecommunications provider the right to install or operate on the Premises 
telecommunicatiOns equipment, including antennas, unless such equipment is to service exclusively 
Tenant's operations; City reserves the right to license, permit, or lease to a telecommunication provider 
the right to install and operate such equipment on the Premises and the facilities thereon, with right of 
access thereof. 

9. MAINTENANCE AND REP AIR 

9.1 .· i'As-Is'' Condition. EXCEPT WITH RESPECT TO THAT CERTAIN ASBESTOS 
WORK ("CITY'S WORK") DESCRIBED IN SAN FRANCISCO INTERNATIONAL AIRPORT 
CONTRACT NO. 8291, TENAN'f SPECIFICALLY ACKNOWLEDGES AND AGREES THAT CITY 
IS LEASING TiiE PREMISES TO TENANT ONAN "AS IS WITH ALL FAULTS" BASIS AND 
THAT TENANT IS NOT REL YING ON ANY REPRESENTATIONS OR WARRANTIES OF ANY 
KIND WHATSOEVER, EXPRESS OR IMPLIED, FROM CITY OR ITS AGENTS, AS TO ANY 
MATIERS CONCERNING.THE PREMISES INCLUDING THE NON-EXCLUSIVE AREAS, 
INCLUDING: (i) the quality; nature, adequacy and physical condition and aspects of the Premises · 
including landscaping, (ii) the quality, nature, adequacy, and physical condition of soils, geology and any 
gi-oundwater, (iii) the ·existence, quality', nature, adequacy and physical condition of utilities serving the 
Premises, (iv) the development potential of the Premises, and the Premises use, habitability, 
merchantability, or fitness, suitabilify, value or adequacy of the Premises for any particular purpose, _ 
(v) the zoning .or other. legal status of the Premises or any other public or private restrictions on use of the 
Premises (vi) the compliance of the Premises or its operation with any applicable codes, laws, regulations, 
statutes, ordinances, covenants, conditions and restrictions of any governmental or quasi-governmental 
entity or of any other person or entity, (vii) the presence of Hazardous Materials on, under or about the 
Premises or the adjoining or neighboring property, (viii) the quality of any labor and materials used in any 
improvements on the real property, (ix) the condition ofotle to the Premises, and (x) any agreements 
affecting the Premises. In performing City's Work, City shall coordinate with Tenant to ensure that 
disruption in operations is minimal. Inthe event. that City's Work is not substantially complete by 
April 5, 2005, the parties will promptly (i.e., within ten (10) days following either party's notice to the 
other party) meet in person to review the status and progress of City's Work; identify all impediments to 
timely completion, and develop proposals, suggestions or recommendation reasonably calculated to 
achieve timely completion of City's Work, in accordance with all applicable requirements. In the event 
that such efforts fail to bring City's Work to timely completion and the failed or delayed completion of 
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the City's Work reduc~s the economic value of this Lease to Tenant by more than 15%, Tenant may 
terininate this. Lease on si~ty ( 60) days' prior wrltten notice to City; provided that such termination notice 
shall be deemed withdrawn and of no force and effect, in the event that City's Work is, in fact, 
substantially complete within .the aforesaid sixty ( 60) days .. 

9.2 ·.Tenant's Maintenance Obligations. Tenant shall at a11 times, at its sole cost and expense, 
assure that those Premises arid equipment deemed an Airline Responsibility on Exhibit B are in good 
condition and repair, and; except as otherwise provided in Section 9.4 below, replace the same as 
necessary. Tenant shall, and shall cause its Tenant Entities to, maintain and keep the ramp and parking 
areas in a neat, clean and orderly conditfon, free from litter, debris, refuse, petroleum products or grease 
that may accumulate thereon as a result of Tenant's operations hereunder. Tenant hereby waives all right 
to make repairs at the expense of City or in lieu thereofto vacate the Premises as provided by California 
Civil Code·Sectio11194l and 1942 or any otherfaw, statute or ordinance now or hereafter in effect. As 
provided below iii Section l4S[City's Right to Perform]; in the event Tenant fails to perform its 
maintenance and repair obligations hereunder, City shall have the right to do so, at Tenant's expense. 

9.3 .· citv's Maintenanc~ Obligations. City shali at all times, at its sole cost and expense, 
assure that those Premises arid equipment deemed a City Responsibility on Exhibit B are in good 
condition arid repair, and replace the same as necessary; provided however, if damage to such Premises 
and/or eqwpmentis caused by Tenant or a Tenant Entity, and is not the result of normal wear and tear, 
then the cost to repair or replace the same shall be borne by Tenant. 

9.4 · Replacement cir'llenewal of Systems or Equipment. ·City and Tenant aclmowledge that 
some of the system8,and equipment identified on Exh.ibit B may be approaching the end of their . 
economic life and may require renewal and replacement during the Tenn. The parties agree that the 
responsibility to maintain and repair equipment or systems identified on Exhibit B may not extend to 
replacement in.kind of any such systems or equipment that have reached the end of their economic life 
(i.e., when it is noloriger cost effective to maintain the system or equipment). On or about July 1 of each 
year, City and Tenant will meetto identify what, if any, of the building systems or equipment identified 
on Exhibit B inay require replacement or renewal and confer (Meet and Confer) regarding allocation of 
costs and funding sources for such replacement or renewal. If as a result of such Meet and Confer process 
Tenant funds the replacement or renewal of any of the systems or equipment for which City is responsibie 
under Exhibit B; City shall reimburse Tenant through credit against Rent in such amounts agreed upon by 
the parties through the Meet ·and Confer process. Jn the event City funds the replacement or renewal of 
any of the systems or equipment for which Tenant is responsible under Exhibit B, Tenant shall reimburse 
City through rentalequipmerit surcharge or other means agreed.upon and in such amounts agreed upon by 
the pafties through the Meet and Confer process: If after completing the Meet and Confer process City 
and Tenant are unable to agree on the proper remedy and fuiancing for replacement or renewal of a -
system and Tenant is able to demonstrate that the financial effect of continuing its use of the premises 
without the replacement or rertewalof a system will be impaired by at least 15%, Tenant may terminate 
this agreement on 60 days notice. As an example: if Tenant were to lose the use of one wide-body 
parking position, it would reduce the economic value of the lease by more than 15%, therebytriggering 
Tenant's right to terminate pursuant to this Section 9.4 Similarly, if the expense of an improvement 
identified as a City responsibility would cause the City to incur costs that would exceed its required 
economic return on the property Cify may terminate the agreement on 60 days notice. 

. . . . . .. . ·. 

10. SIGNS AND. ADVERTISING 

10.1 Advertising. Tenant may, at its own expense, install and operate necessary and 
appropriate identification signs on the Premises, subject to the approval of Director, including the 
approval of the number, size, height, location, color and general type and design. Such approval shall be 
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subject to revocation by Director at any time. Without express written consent of Director, Tenant shall 
riot display any advertising or promotional materials. In .no event will any advertising of any cigarettes or 
tobacco products be permitted. This prohibition does riot apply to any advertisement sponsored by a 
state, local or nonprofit entity designed to communication the health hazards of cigarettes and tobacco 
products or to encourage people not to smoke or to stop smoking. 

102 Removal of Signage. ·Upon the expiration or the sooner termination of this Lease, 
Tenant, if requested by Director;· shall remove, obliterate, or paint out any and all signs, and similar 
devices placed by Tenant on the Prerri:ises. In the event of the failure on the part of Tenant to so remove, 
obliterate, or paint out each and every sign so requested by Director, City may perform such work and 
TenantShall pay tlie cost thereof to City within thirty (30) days after Cit)r' s demand. 

11. WAIVER; INDEMNITY; INSURANCE 

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

11.2 Indemnity. In additfon to, and not in limitation of the foregoing, Tenant shall forever 
indenmify, defend, h,old and save City and each City Entity free and harmless of, from and against any 
and all Losses caused h1 whole or in part by or arising out of (a) any act or omission of Tenant or any 
Tenant Entity; (b) Tenant's i.ise of' the Premises or operations at the Airport, or (c) any representation or 
warranty of Tenant hereunder being untrue, or (d) ariy default by Tenant or any Tenant Entity hereunder, 
whether or not Losses shall be caused iii part by any act, omission or negligence of City or any City 
Entity. The foregoing indemnity shall not extend to any loss caused solely by the sole active negligence 
or willful misconduct of City. 

11.3 "Losses." For purposes hereof "Losses'' shall mean any and all losses, liabilities, 
judgments, suits, claims, damages, costs and expenses (including reasonable attorneys' fees, investigation 
costs, remediation costs, and court costs), of any kind or nature. 

. ' 

11.4 · . Notiae. With~ut limiting the foregoing waiver and indemnity, each party hereto shall 
give to the other prompt and timely written notice of any Loss coming to its knowledge which in any 
way, directly or indirectly, contingently or otherwise, affects or might affect either, and each shall have 
the right to participate in the defense of the same to the extent of its own interest. 
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11.5 Insi..irance. Tenant shall procur~ and maintain during the Term the following insurance: 

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

(b) · · ·. ~o~prehe~si~e General Liability fusurance with limits not less than $25,000,000 
each. occurrence and in the annual aggregate with respect to Products, Completed Operations, Personal 
Injuiy am~ Property Damage for Contractual .Liability, Combined Single Limit for Bodily Injury and 
Property Damage, ihchJdirig Premises Operations, Contracttial Liability, Personal Injury, Products 
Liability anc(Cornpleted Operations Coverages, Cargo Legal Liability, Vehicles operated on restricted 
access airport premises, Hangars-Keepers Liability 

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

( d) Property Insurance on an all risk form covering all Premises tenant 
improvements, fixtures; and.equipment, insuring against the perils of fire, lightning, extended coverage 
perils, vandalism and malicious mischief in the denlised premises in an amount equal to the full 
replacement value of tenant improvemertts, fixtures artd equipment. 

1 l.6 · · Form of Poli~ies. All insurance required by Tenant hereunder shall be pursuant to 
policies in form and substance arid issued by companiesreasonably satisfactory to City and City's City 
Attorney. City may, up01freasonable notice and reasonable grounds increase or change the required 
insurance hereunder, in which.event Tenant shall obtain such required insurance. Tenant shall not do. 
anything, or permit anything to be done, in or about the Premises or any improvements permitted 
hereunder that wpuld create any unusual fire risk, and shall take commercially reasonable steps to protect 
City from any potential premises liability. Tenant shall faithfully observe, at its expense, any and all 
reasonable requirements of City's Risk ~anager with respect thereto and with the requirements of any 
policies of public liability, frre or other policies of insurance at any time in force with respect to the 
Premises and any improvements as required hereunder. Without lintiting the generality of the foregoing, 
all Comprehensive General Liabilit<J frisurance, Comprehensive Automobile Liability Insurance, and 
Property Insurance policies shall. be endorsed to proV:ide the following: 

. . . . . . . . . 

(a)· Name a.S additional insured the City and County of San Francisco, the Airport 
Commission and its members, and all of the officers, agents, and. employees of each of them but only as 
respects operations of the Named Insured as their interests may appear (collectively "Additional 
Itisureds"); 

(b) That such policies are primary insurance to any other insurance available to the 
Additional Insureds, with respect to any claims arising out of this Lease, and that insurance applies· 
separately to each instired against whom claim is made or suit is brought. 

(c) ·. · Notice will not be given for non-renewal and will only be provided if the 
insurance company cancels or materially alters the policy affecting the requirements of the City. 

11.7 . Delivery of Policies or Certificates. On or before the Commencement Date, Tenant shall 
provide ·to City copies of. its insurance policies or certificates thereof evidencing the above insurance. 

· 11.8 · ··Waiver of Subrogation. City and Tenant agree to have all fire and extended coverage and 
material damage insurance carried with respect to the Airport or the Premises endorsed with a clause that 
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waives all righ~ of subrogation that the insurer of one party might have against the other party. To that 
effect, City and Tenant will employ their respective diligent efforts to cause their insurance companies to 
endorse the affected property (fire and extended coverage, multiple peril) coverage with the waiver of 
subrogation; provided that: (A) in the event that the waiver of subrogation is available only upon 
payment of additfonal premium; the party requesting the waiver of subrogation from its insurance 
company will bear. th.e additiOnal>cost; and (B) iri the event that a waiver of subrogation is not available 
(even with the payment of additional premium), so that one or both parties are unable to secure the 
issuance of the waiVer of subrogation, the party so unable to procure the waiver of subrogation will 
immediately cause the other party to be named as a loss payee on its fire and extended coverage policy as 
their interests may appear. ·. 

11.9 . Waiver of Claims. City and Tenant each hereby waives (and releases the other from) 
e.ach and every claim for recovery based on any loss of or damage to the Airport or the Premises or to the 
contents of either, fo the extent that such loss or damage is covered by valid and collectible fire and 
extended coverage irisurance poliCies earned or required to be carried, without regard to whether such 
loss or damage was occasioned by the negligence of the other, its agents or employees. 

12~ DEPOSIT 

· 12.1 .. FOrm of Deposit. Withirt ten (10) days after the Effective Date, Tenant will deliver to 
Director a security deposit (the i'Deposit") in the Deposit Ainount. 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 Attorney, and issued by a surety company saftsfactory to Director, or.(b) a letter of credit naming 
City as beneficiai-y, and otherWise in form satisfactory to City's City Attorney, issued by a bank 
satisfactory to Director: Such borid or letter of credit shall be renewed annually and increased annually 
such that at allthnes; the Deposit is equal to three {3) times the monthly installment of the then current 
Annual Rertt, ·all at Tertane s cost'°·· Such bond or letter of credit shall be kept in full force and effect at all 
times to ensure the faithfulperforrriance byTenant of'all covenants; terms, and conditions of this Lease, 
including payment of Rent. Tenant shall cause the surety company or bank issuing such bond or letter of 
credit to give Director Mtice in writing by registered mail at least forty-five (45) days prior to the 
expiration date of such bond or letter of credit of its intention not to renew said bond or letter of credit. 

. 12.2 Use of Deposit. If Tenant fails to pay Rent or otherwise defaults with respect to any 
provision of this Lease, City may use, apply or retain all or any portion of the Deposit for the payment of 
Rent or other charge in default or for the payment of any other sum to which City may become obligated 
by reason of Tenant's default or to compensate City for any loss or damage which City may suffer 
thereby. If City so uses or applies all or any portion of the Deposit, Tenant, within ten (10) days after 
demand therefore, shall deposit other.security acceptable to Director with City in an amount sufficient to 
restore the Deposit to the full amount thereof. Iri the event the bonding company or bank declines to 
renew or elects to cancel the bond or letter of credit comprising the Deposit, Tenant shall, at least fifteen 

· (15} days prior to the expiration or ca.ncellation date, replace such borid or letter of credit with another 
bond or letter oI.credit. If Tenant fails to do so, City may, without notice to Tenant, draw on the entirety 
of the Deposit and hold.the proceeds thereof as.security hereunder.· City shall not be required to keep the 
Deposit separate. from its general accounts. Notwithstanding anything to the contrary herein, Tenant shall 
have no interest ill the Deposit proceeds. If and when Tenant provides to City a replacement Deposit 
meeting all of the requirements hereof, City shall promptly (and in all events within fifteen (15) days) 
return the cash proceeds of the previously-drawn Deposit, together with interest accrued thereon. If 
Tenant performs all ofTenanfs obligations hereunder, the Deposit, or so much thereof as has not 
theretofore been applied by City, shall be returned, without payment of interest (other than interest 
accrued on the cash proceeds of the Deposit, if any) or other increment for its use, to Tenant (or, at City's 
option, to the last assigriee, if any, of Tenant's interest hereunder) atthe expiration of the Term, and after 
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Tenant has vacated the· Premises, No trust relationship is created herein between City and Tenant with 
respect t6 the Deposit· · · 

. . · 12J · · OtherAgreements. If Tenant defaults with respect to any provision of any other 
agreement between City and Tenant; inchidirig the Other Agreei:nerits, City may use, apply or retain all or 
any portion of the Deposit for payment of any sum owirig to City or to which City may become obligated 
by reason of Tenant's default or to compensate City for any loss or damage which City may suffer 
thereby, Likewise, ifTenant defaults with respect to any provision under this Lease, City may use, apply, 
or retain all or any portion of any deposit provided under any other agreement between City and Tenant, 
including the Other Agreements, for payment of any sum owing to City or to which City may become 
obligated by reason of Tenimt' s default or to compensate City for any loss or damage which City may 
suffer thereby. In the event the Deposit or any other deposit is so used, Tenant shall deposit other security 
acceptable to Director with City-in ad amount sufficient lo restore. the Deposit to the full amount thereof. 

13. bAMAGE otfriEsTR.ucnoN ·. 

13 .1 . Partial Destruction of the Premises. In the event the improvements on the Premises are 
damaged by any casualty' which is required to be insured against pursuant to this Lease, then Tenant shall 
repair such damage as soon as reasonably possible and this Lease shall continue iD. full force and effect. 
In the event such improvements are damaged by any casualty not covered under an insurance policy 
required to be maintained p'ursuant to' this Lease, then City may, atCity' s option, either (i) repair such 
damage as soon as rea~ionably possible.at City's expense, in which event this Lease shall continue in full 
force and effect, ·or (ii) give written notice to Tenant within sixty (60) days after the date of occurrence of 
such damage of City's intention to terminate this· Lease .. Such termination shall be effective as of the date 
specified in such notice. NotWithstatiding the foregomg," if such damage is caused by an act or omission 
to ·acfof Tenant or a TenantEntity, then Tehant shall repair such damage, promptly at its sole cost and 
~xpense. In the ~vent City elects to terminate this Lease pursuant to this Section 13.1, Tenant shall have 
the right withiri ten (10) days after receipt of therequired notice to notify City of Tenant's intention to 
repair such damage at Tenant's expense, without reimbursement from CitY, in which event this Lease 
shall continuein full force and effect and Tenant shall proceed to make such repairs as soon as reasonably 
possible. If Tenant does not give such notice within the ten ( 10) day period, this Lease shall be 
tenn.L.,ated as of the date speCified in ·citt;'s notice. C~ty Shall not be required to repair a..-riy if'Ju..111 or 
damage by fire or other cause, or to make any restoration or replacement of any office fixtures, partitions, 
railings, ceilings, floor covering~ equipment, machinery or fixtures or any other improvements or property 
ihs~lled in the Premises by Tenant or atthe direct or indirect expense of Tenant. Tenant shall be re.quired 
to restore or repface same in the event of damage. 

13.2 Total Destruction of Premises. If the Hangar is totally destroyed during the Term frQm 
any cause whether or not covered by the insurance required herein, this Lease shall automatically 
terminate as of the date of such total destruction: 

13.3 Partial Destruction. Iffi~een percent (15%) or more of the Hanger or the space routinely 
used for aircraft parking is damaged or destroyed, each of City and Tenant may elect to terminate this 
Lease by giving notice t<:> the other within thirty (30) days from the date of occurrence of such damage or 
destruction, in which event the Term of this Lease shall expire on a mutually agreed upon date and Tenant 
shall thereupon surrender the Premises to City as required hereunder. 

. . . . . . ' 

13.4 · Damage Ne~r End ofthe Term. Without iimiting Section J).3, if during the last year of 
the Term the improvements on the Premises are partially destroyed or damaged, either party may at its 
option terni.inate this Lease as of the date of occurrence of such damage by giving written notice to the 
other part)' of its electfon to do so within thirty (30) days after the date of occurrence of such damage. In 
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the event either party elects totenninat~ this ~ease pursua~t hereto, the other party shall have the right 
~ithin ten (10) days after receipt of the required notice to notify the tenninating party in writing of its 
intentibn to repair such damage at its expens·e, without reimbursement from the terminating party, in 
which event this Lease shall continue in full force and effect and the non-tenninating party shall proceed 
to make such repairs as soon as reasonably possible. 

13.5 · · No Abatement of Rent; Tenant's Remedies. If the Premises are partially destroyed or 
damaged, Tenarit shall have no. Claim against City for any damage suffered by reason of any such damage, 
destruction, repair or restoration .. Teriarit waives California Civil Code Sections 1932(2) and 1933( 4) 
providing for temliriation of hiring upon destructicln of the thing hired. In rio event will Tenant be 
entitled to ari abatement of Rent resulting from any damage, destruction, repair, or restoration described 
herein. · · · · · · 

14. DEFAULT; REMEDIES 

14. l. Event of Default. The occurrence of any one or more of the following events shall 
constitute a breach of this Lease and an "Event of Default" hereunder: 

(a) Tenant shall fail duly and punctually to pay Rent, or to make any other payment 
required hereunder; when due to City; and such failure shall continue beyond the date specified in a 
written notice of such default from Director, w4ich date shall be no earlier than the tenth (10th) day after 
the effective d:ite of suchnotice. Not-withstanding the foregoing, in the event there occurs two (2) 
defaults in thepaymentcifRent or other payment during any tWelve (12)-consecutive nionth period of the 
Term, ihereafterTenarit shall not be entitled tci, and City shall have no obligation to give; notice of any 
further defaults in the payment o~ Rent or: other payment. In such event, there shall be deemed to occur 
an "Event of Defauit" immediately upon Tenant's failure to duly and punctually pay Rent or other 
payment heretindei; or · · 

(b) Tenant shall become insolvent, or shall take the benefit of any present or future 
insolvency statute, or shall niake 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 ~ts indebtedness tinder 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 ariy or subsW4tially ~ll of it~ pr6perty; provided, that the foregoing shall not apply to the voluntary 
petition for reorganization relief initiated by Tenant on December 9, 2002; or 

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

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

(e) . Tenant shallv~luntarilyabandon, desert or vacate the Premises; or 

(t) .···Any H6i shallbe filed against the Premi~es or this Lease as a result of any act or 
omission of Tenant, and shall not be discharged or contested by Tenant in good faith by proper legal 
proceedings thirty (30) days after receipt of notice thereof by Tenant; or 

(g) Tenant shall fail to provide the Deposit within ten (10) days after the 
Commencement Date or shall fail to maintain in full such Deposit at all times during the Term of this 
Lease; or 
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· (h) Tenant shall fail to obtain and maintain the insurance required hereunder, or 
provide copies of the policies or certificates to City as required herein; or 

(i) · · Tenant shall fail to keep, perform and observe each and every other promise, 
covenant an:d agreement set forth in this Lease, and such failure shall continue for a period of more than 
three (3) days after delivery by Director of a written n.otice of such failure (the "First Notice"); or if 
satisfaction. of such obligation' requires activity over a period of time, if Tenant fails to commence the cure 
of such failure with.in three (3) days after receipt of the First Notice, or thereafter fails to diligently 
prosecute such cure, or fails to actually cause such cure within ninety (90) days after the giving of the 
First Notice; or · · 

. . . . 

· (j) . Tenant ~hall use or give its permission to any person to use any portion of 
Airport or the Premises for any illegal purpose, or any purpose not approved by Director. 

(k) · .there shall occur a default under any other agreement between Tenant and City, 
includtng the Other Agreements, if any, and such default is not cured as may be provided in such 
agreement; provided, however, that nothing herein shall be deemed to imply that Tenant shall be entitled 
to additional notice or cure rights with respect to such defatiltother than as may.be provided in such other 
agreement. . . . . . .·... . . 

. 14.2. : Remedies: Upon the occurrence. and during the contfnuance of an Event of Default, City 
shaH have the following rights and remedies in addition to all other rights and remedies available to City 
at iaw or in equitY: . . . . . . 

· (a). · City. shall h~ve the rights and remedies provided by California Civil Code 
Section 1951.2 (damages on·terminatiori for breach), inCluding the right to terminate Tenant's right to 

. possession of the Premises .. Ill the event this Lease is so terminated, City may recover from Tenant the 
following damages: · · · · · · 

(i) The "worth at the time of the award" of the unpaid Rent earned to the 
time of terininatiori hereunder~and .. . 

. · · . . . . (ii) · · The '.'worth at the tiine of the. award" of the amount by which the · 
unpaid Rent which would have been earned after termination until the time of award exceeds the amount 
of such rent loss that Tenant proves could be reasonablYavoided; and . . . . . 

(iii) The "worth at the time .of the award" of the amount by which the 
unpaid Rent for the balance of the Term after the time of award exceeds the amount of such rent loss that 
Tenant proves could be reasonably avoided; and· -

(iv) ·Any other amount necessary to compensate City for all the detriment 
proximately caused by Tenant's failure to perform its obligatfons under this Lease or which in the 
ordinary course of things·would .be likely to re'sult there from. . . . ' . .: . 

For ptirposes of the foregoing, the "worth at the time of award" of the amounts referred to in clauses (i) 
and (ii) above is computed by alloWing interest at the lower of 18% per annum and the highest rate legally 
permitted under applicable law. The "worth at the time of award" of the amount referred to in 
clause (iii) above is computed by discounting such amount at the discount rate of the Federal Reserve 
Banlc of San Francisco at the time of award plus I% (one percent). Notwithstanding any other provisions 

· hereof, any efforts by City to mitigate damages caused by Tenant's breach of this Lease shall not 
constitute a waiverof City's nght to recover damages hereunder and shaUnot affect the right of City to 



.·. . 

•••• • 
indemnification pursuant to the provisions of Section 11 [Waiver; Indemnity; Insurance] hereof. 

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

. . 
. . . . . 

(c) · CitY shall have the right and power, a~ attorney in fact for Tenant, to enter and to 
sublet the Premises, to collect rents from all subtenants and to provide or arrange for the provision of all 
services and fulfill all obligations of Tenant (as permitted in accordance with the terms of this Lease) and 
City. is hereby authorized on behalf of Tenant, buf shall have absolutely no obligation, to provide such 
services and fulfill such obligations and to incur all such expenses and costs as City deems necessary in 
connection therewith. Tenantshall be liable imniediately to City for all costs and expenses City incurs in 
collecting such rents arid artan~rtg for or providing such services C>r fulfilling such obligations. City is 
hereby authorized; but nofobligated; to rel et the Premises ·or any part thereof on behalf of Tenant, to incur 
such expenses a5 fuay be necessary to effect a relet and make said reletfor such term or terms, upon such 
conditions and at such rental as City.inits sole discretion may deem proper. Tenant shall be liable 
immediately to Cicy for all reasonable costs City incurs in reletting the Premises required by the reletting, 
and other costs. If City relets the Premises or any portion thereof, such re letting shall not relieve Tenant 
of any obligatfon hereunder, except that City shall apply the rent or other proceeds actually collected by it 
as a result of such reletting against any amounts due from Tenant hereunder to the extent that such rent or 
other proceeds compensate City for the nonperformance of any obligation of Tenant hereunder. Such 
payments by Teriall.t shall be due at such times as are prciV:ided elsewhere in this Lease, and City need not 
wait iintil the teri:riination of this Lea·se; by expiration oftheTerm hereof or otherwise, to recover them by 
legal action or in any other manner .. City mayexecute any lease made pursuant hereto m its own name, 
and the lessee thereunder shall be wider no obllgatl.ori to seeto the application by City of any rent or other 
proceeds, nor shall Tenant have any right to collect any such rent or other proceeds. City shall not by any 
reentry or other act be deemed to havi:: accepted any surrender by Tenant of the Premises or Tenant's. 
interest therein, or be deemed to have otherwisetemiinated this Lease, or to have relieved Tenant of any 
obligation hereunder, unless City shall have given Tenant express written notice of City's election to do 
so as set forth herein. 

( d) City shall have the right to have a receiver appointed upon application by City to 
take possession of the Premises and to collect the rents or profits therefrom and to exercise all other rights 
and remedies pursuant to this Section 14.2. 

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

(f) City may elect to termin~te any other agreement between Tenant and City; 
including the Other Agreements,. if any. 

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

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

14.5 Cumulative Rights. The exercise by City of any remedy provided in this Lease shall be 
cumulative and shall ·in no way affect any other remedy available to City under law Qr equity. 

14.6 · Prepayrilent. . As provided in Section 4.6 [Prepay Rent], if Tenant defaults in the payment 
of Rent, City may require prepayment of Rent. ·Such right shall be in addition to and not in lieu of any 
and all other rights hereunder, or at law. or in equity. 

. . . -
. . . ·.. . .· . . . 

14.7 · •.Special Liquidated Damages: If Tenant defaults under any of the Lease terms specified 
below, after notice by City that such a default has occurred, and affording Tenant three (3) days to cure 
such a default, DireCtor may elect to impose the special liquidated damages ("fmes") described below on 
the b_asis ofperviofation per day: ... 

Violation 

Violation of Premises Section 

Violation of Use Section 

Failure to cause operations or Premises to 
comply with Laws . . . 

Construction ~r Alterations without City 
·. apprnvai . · · 

Failure t6 make repairs 

Failure to obtain or maintain insurance · 

Failure to obtain or maintain Deposit 

Section 

1 

3 

3.7 

7.2 

9 

11 

12 

$300 

$300 

$300 

$300 

$300 

$100 

$100 

Director's right to impose the foregoing fines· shall be in addition to and not in lieu of any and all other 
rights hereunder,. in the Airport Rules, pr at faw or iri equity. City shall have no obligation to Tenant to 
impose fines on or otherwise take action against any other tenant at the Airport. TIIE PARTIES HA VE 
AGREED THATA VIOLATION OF ANY OF THE ABOVE TERMS SHALL RESULT IN CITY 
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INCURRING DAMAGES; WHICH.ARE IMPRACTICAL OR IMPOSSIBLE TO DETERMINE. THE 
PARTIES HAVE AGREED THAT THE ABOVE FINES ARE A REASONABLE APPROXTh1ATION 
OF SUCH DAMAGES. Such fines shall constitute "Additional Rent." 

14.8 .·Commencement of Legal Actions. Any legal action by City to enforce any obligation of 
Tenant or i.n the pursuit of any remedy hereunder shall be deemed timely filed if commenced at any time 
prior to one (I) year after the expiiation or termination of the Term hereof or prior to the expiration of the 
statUtory limitation period that would be applicable except for this Section 14.8, whichever period expires 
~~ . . . . . 

. 14.9 Waiver of Notice. Except as otherwise expressly provided in this Section 14, Tenant 
hereby expressl)rwaives, so far as permitted by law, the service of any notice of intention to enter or re­
enter provided for in any statilte,. or of the institution of legal proceedings to that end, and Tenant, for and 
on behalfof itself and all persons claiining through or under Tenant, also waives any right ofredemption 
or relief from forfeittire under California Code of Civil Procedure Sections 1174 or 1179, or under any 
other present or future taw, if Tenant is evicted or City takes possession of the Premises by reason of any 
default by Tenant hereunder. · 

15. SURRENDER 

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

16. HAZARDOUS MATERIALS . 

16.1 Definitions. A~ 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, 
including, but not limited to, the Comprehensive Environmental Response, Compensation and Liability 
Act of 1980, as amended (42 U.S.C. Sections 9601, ~ g:g.), the Resources Conservation and Recovery 
Act of 1976 (42U;S.C. Section 9601, ~fil<Q..), the Clean Water Act (33 U.S.C. Section 1251, ~fil<Q..), the 
Safe Drinking Water Act{l4 U.S.C. Section 401, ~ fil<Q,.), the Hazardous Materials Transportation Act 
(49 U.S.C. Section 1801; et~;), the Toxic Substance Control Act (15 U.S.C. Section 2601, ~ fil<Q..), the 
California Haz.ardous Waste Control Law (California Health and Safety Code Section 25100, et fil<Q..), the 
Porter-Cologne Water Quality Control Act (California Water Code Section 13000, etfil<Q,.), and the Safe 
Drinking Water and Toxic Enforcement Act of 1986 (California Health and Safety Code Section 25249.5, 
et fil<Q..). · · · 
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. . .. · (b) ···"Hazardous Materials" shall mean any material that, because of its quantity, 

concentration or physical or chemical characteristics, is deemed by any federal, state or local 
governmental authOrity to pose a.present or potential hazard to human health or safety or to the 
environment. "Hazardous Material" includes 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 Erivirorimenta:l Laws; any asbestos and asbestos containing materials; 

. petroleum, incJuding .crude oil or ariy fraction thereof, natural gas or natural gas liquids; and any materials 
listed in the Airport's TI Guicfo: · 

... ·'·: ,·. ... . '• . . . 
· (c) · · -"Release''when.used with respect to Hazardous Materials shall include any 

actual or imminent spiilin:g, leaking, pumping, pounng, emitting, emptying, discharging, injecting, 
escaping,.leaching, dumping, or disposing into cir any property or the environment. 

( d) "Pre-Existing Condition" means the existence of any Hazardous Materials on 
the Premises immediately prior to the Effective Date. Notwithstanding anything to the contrary herein, a 
"Pre-Existing Condition" shall not include the existence of any Hazardous Materials caused or 
contributed to by the act or omission of Tenant or any Tenant Entity at any time. 

. . . . .. : . . . . .. . . . 

16.2 · Tenant's Covenants. 'N.;ither Tenant nor any tenant Entity shall cause any Hazardous 
Material to be brought upon,:kept above ground; 1,lsed, stored, gen~rated, treated, managed, or disposed of 
in, on or about the Aitporl, or .transported to or from the Airport, without the prior Written consent of 
Director, which Director shall not unreasonably withhold as long as Tenant demonstrates to Director's 
reasonable satisfaction that such Hazardous Material is necessary or useful to Tenant's business and will 
be used, kept, stored; and managed in a manner that complies with all Environmental Laws, the Airport's 
TI Guide~ the AiI·port Rules, and all other Laws. At all times, Tenant shall ensure and certify that 
decontaininatioitof the Premises and disposal ofHazardous Materials is in compliance with the 
foregoing. Any reuse of contaminated soil by Tenant.shall be subject to this Section and considered a 
Release of Hazardous Materials caused by Tenant and not a Pre-Existing Condition, unless Director 
otherwise agrees in writing to a different interpretation. . . . . . . . . . 

.. 16 .. 3 • Envifonmental Iridemnity. Tenant shall indemnify, defend, and hold harmless City from 
and against any and.all Losses resulting or arisi.-ig from: (a) a breach by Tenant of its obligations 
coritiiined in the preceding Section 16.2 [Tenant's Covenants]; (b) any Release of Hazardous Material 
from, in, on or about the Aitj>ort cau8ed by the act or omission of Tenant or any Tenant Entity or 
otherwise arising from Tenant's operations hereunder except to the extent such claims arise solely 
due to City's negligence; or ( c) the existence of any Hazardous Materials on the Premises, except to the 
extent that Tenant can demonstrate that such Hazardous Materials constittites a Pre-Existing Condition. 

16.4 Environmental Audit: Upon reasonable notice, Director shall have the right but not the 
obligation to conduct or cause to be conducted by a firm acceptable to Director, an environmental audit or 
any other. appropriate investigation of Tenant's operations for possible environmental contamination 
issues. Tenant shall.pay all costs associated with said investigation in the event such investigation shall 
diSciose any Ha2:aidot1S Materials contamination as to which Tenant is liable hereunder. 

16.5 Notice by Tenant. Tenant shall give City verbal and written notice of any Release of any 
Hazardous Material (a) on the Arrport caused by Tenant or.any person or entity related to or 
controlled by Ttmant, including but not limited to Tenant's employees, agents, contractors, any 
subcontractors, coris~ltants, visitors, suppliers, customers, or any other person who uses or is 
related to Tenant's facilities in any manner or (b) on the ?remises caused by any party. Such 
report shall bie inade in conformance with those procedures established in the Airport's TI Guide and the 
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Airport Rule~. Tenant shall imlnediat~ly notify City in writing of: (a) Pre-existing Condition of 
contamination; (b) any enforcemerit; clean,.up, removal or other Government or regulatory action 
instituted, completed or threatened pursuant to any Environmental Laws; (c) any claim made or 
threatened by any person against Tenant or the Premises relating to damage, contribution, cost recovery 
compensation, loss or injury resulting from or claimed to result from any Hazardous Materials on or about 
the Premises; and (d) any reports madeto any envii:oninentat agency arising out of or in connection with 
any Hai.ardousMaterials or:.pursuant to any Environmental Laws on or about the Premises. Tenant shall 
also supply to City.as promptiy as possible, and in any event within five (5) business days after Tenant 
first receives or seridS the samt;, with copies of all claims, reports, complaints, notices or warnings of, and 
any other comunfoations related to asserted violations relating in any way to the Premises or Tenant's 
use thereof. 

16.6 Closure Perniit. Prior to the termination or revocation of this Lease, Director shall have 
the right to requireTenant to file with the City an application for a Closure Permit for decontamination of 
the.siteand investigation and removalof aHHazardous Materials in compliance with the Airport's TI 
Guide, the Arrport' s Rules, !lDd all Laws. the Closure Perffiit may require a plan for long-term care and 
surVeillance of any contaml.nation allowed to remain at the Premises or Airport property and an 
acknowledgment of responsibility and indemnification for any and all Losses associated with any such 
contamination. · · · · · · 

16. 7 Reports. Without limiting other provisions herein requiring Tenant to comply with 
Airport's Tl Guide, Tenant shall comply with all provisions of the Airport's TI Guide Article 515, 
Hazardotis Materials Inventory and Analysis. Pursuant to Sec. 515.2, tenants and permittees handling 
Hazardous Materials at any one time during the reporting year shall submit a Hazardous Materials Permit 
Application and atrachments to the address listed below. Exempt tenants and pemiittees shall fill out and 
return the Declaration Form included in the Airport's TI Guide including a list of Hazardous Materials 
stored and the approximate maximum quantities to: San Francisco International Airport, Facilities 
Operations and Maintenance, Building Inspection and Code Enforcement, P.O. Box 8097, San Francisco, 
CA 94128, Attn: BICESecticmHead. . 

16.8 Release of "Future Environmental Costs". The mutual release in the Cure Stipulation 
Agreement shall apply to Phase II Past Costs and Future Environmental Costs to the extent provided for 
in the Cure Stipulation Agreement notwithstanding any provisions of this Lease. 

17. EMINENTDOMAIN · 

17. l Definitfons. For purposes of this Section 17, the following capitalized terms shall have 
the following meanings: 

. . . . 

(a) "A~arcl" means all compe~sation; sums o~ value paid, awarded or received for a 
Taking, whether pursuant to judgment, agreement, settlement or otherwise. 

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

( c) "Taking" means a taking or damaging, including severance damage, by eminent . 
domain, inverse condemnation orfor any public or quasi-public use under applicable Laws. A Taking may 
occur pursuant fo the recording of a final order of condemnation, or by voluntary .sale or conveyance in 
lieu of condemnation or in settlement of a condemnation action. 
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. 17:2 . General. If during ~heTenn or during the period between th~ execution of this Lease and 
the CommenceinentDate, any Taking of all or any part of the Premises or any interest in this Lease occurs, 
the rights and obligations of the parties hereunder shall be determined pursuant to this Section 17. City 
and Tenant intend that the provisions hereof govern fully in the event of a Taking and accordingly, the 
Parties each hereby waives any right to terminate this Lease in whole or in part under Sections 1265.120 
and 1265.130 of the Califomia>Code of Civil Procedure or·under any similar Law now or hereafter in 
effCct.'.'. ·.·: · ·· · · 

... ··.; ·. ':,' .. 

· l T3 . Total Taking: Automatic Termination. If a t~tal Taking of the Premises occurs, then this 
Lease shall terminate as of th~ :bate of Taking .. 

. :.) 

17.4 Partial Taking; Election to Terminate. If a Taking of any portion (but less than all) of the 
Prelnises occurs, .then this Lease shall terminate in its entirety if fifteen percent (15%) or more of the. 
Hanger or the space routinely used for aircraft parking is Taken and either party elects to terminate. Any 
election to terminate th1s Lease pursuant to this Section 17 shall be exercised by giving notice to the other 
party on or before tJ:ie .date thafis one hundred twenty (120}days after the Date of Taking, and thereafter 
this Lease shall terminate upon on ·the thirtieth (30th) day after such notice is given . 

.' ' . . . ' . 
·,•: . ··' 

-17.5 . Ten~fM6rt~tary Oblig~ti6ns; Award. Upon termination of this Lease pursuant to an . 
electiotl, tinder Section l 7A [Partial Taking; ·Election to Terminate] above, then: (a) Tenant's obligation to 
pay Rent shall continue up uritil the date of termination,· and thereafter shall cease, and (b) City shall be 
entitled to the entire Award 1n coimection therewith. (including any portion of the Award made for the 
vahie of the leasehold estate cteated by this Lease), and Tenant shall have no claim against City for the. 
value of any unexpired term of this Lease, provided that Tenant may make a separate claim for 
compensation; and Tenant shall receive any Award inade specifically to Tenant, for Tenant's relocation 
expenses or the iriterruption of or damage to Tenant's bi.lsmess or damage to Tenant's personal property. 

' . . . . . . . ' . . . . . 
17 .6 . P°artial Taking: Continuation of Lease. If a partial Taking of the Premises occurs and this 

Lease is nottenrilila:t~dfaits ei:itirefy under Section 17.4 [Partial Taking; Election to Terminate] above, 
then this Lease shall term.ii1.ate ·a.s ~o the portion of the Premises so taken, but shall remain in full force and 
effect as to the portion not taken:; and the rights and obligations of the Parties shall be as follows: (a) the 
Rent sha:li be adjusted by Director to reflect the Taking, and (b) City shali be entitled to the entire Award 
in connection therewith (including, but not limited to, any portion of the Award made for the value of the · 
leasehold estate created by this Lease). Tenant shall have no claim against City for the value of any 
unexpired Term of this Lease, provided that Tenant may make a separate claim for compensation. Tenant 
shall retain any Award made specifically to Tenant for Tenant's relocation expenses or the interruption of 
or damage to Tenant's business or damage to Tenant's personal property. 

17 .7 T~n1porafy Takings. Notwithstanding anything to contrary in this Section, if a Taking 
occurs with regpect to all or arty part of the Premises for a limited period of time not in excess of one 
hundred eighty (180) consecutive days, this Lease shall remain unaffected thereby, and Tenant shall 
continue to pay Rent, and to perform all of the terms,. conditions and covenants of this Lease. In the event 
ofsuch temporary Taking, City shail be. entitled to receive any Award. 

18. . CITYAND OTHER GOVERNMENTAL PROVISIONS 

.18.1 MacBride .Principies - Northern Ireland. The City and County of San Francisco urges 
companies doing business in.Northern Ireland to move toward resolving employment inequities and 
encourages them to abide by the MacBride Principles as expressed in San Francisco Administrative Code 
Section. 12F.1, et seq. The City and County of.San Francisco also urges San Francisco companies to do 
business with (:orjjoi:ation8trui.t abide by the MacBride Principles~ Tenant acknowledges that it has read 
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a~d understands the above statement of the Ci; and County of San Francisco concerning doing business 
in Northern Ireland.' · · 

. · 18~2· · Charter .. The'ternls.oithis Lease shall be gciv~med by and subject to the budget and 
fiscal.provisions of the Charter of the City and County of San Francisco. 

. . : . . . . . . . . . 

18.3 · .· .Trdpical Hard~ood and Virgin Redwood Ban. The City and County of San Francisco 
urges 'companies not to 'import; purchase, obtain or use for any purpose, any tropical hardwood, tropical 
hardwood wood product, yirgin redwood or virgin redwood wood product. Except as expressly permitted 
by the application of Sections 802(b) and 803(b) of the San Francisco Environmental Code, Tenant shall 
not provide any items to the construction of Alterations, or otherWise in the performance of this Lease 
which are tropical hardwoods, tr:opiCal hardwood wood products, virgin redwood, or virgin redwood 
wood products. In the event Tenant fails to comply in good faith with any of the provisions of Chapter 8 
of the San Franci~co Environmental Code, Tenant shall be liable for liquidated damages for each 
violation in any amount equaltoTenant's net profit on the contract, or five percent (5%) of the total 
amount of the contract dollars,:whichever is greater. · 

18;4 . No Rei)resentatiOns. Tehant acknowledges and agrees that neither City nor any person on 
behalf of City has.made:, and City hereby disclaims, any representations or warranties, express or implied, 
regarding the business venture proposed by Tenant. at the Airport, including any statements relating to the 
potential success ot profitability of such venture; ·Tenant represents and warrants that it has made an 
independent investigation of all aspects ofthe business venture contemplated by this Lease and the 
Pemritted Use, 

1 s:s · · Effect of City Approvals. Notwithstanding anything to the contrary herein, Tenant 
aclcriowledges im.d agrees that Cify is entering into this Lease as a landowner, and not as a regulatory 
agency with pol.ice powers. Accordfo.gly, any construction, alterations, or operations contemplated or 
performed byTenanfherelirideri:nay require further authorizatioris, approvals, or pemrits from 
govemrrtental regitlatory agericjes. Nothing in this Lease shall limit Tenant's obligation to obtain such 
other authorizations, approvals; or pefmits. No inspection, review, or approval by City pursuant to this 
Lease shall constitute the assumption of, nor be construed to impose, responsibility for the legal or other 
sufficiiency of the matter inspected, reviewed, or approved. In particular, but without limiting the 
generality of the foregoing, in approving plans and specifications for Alterations, City (a) is not 
warranting that the proposed plan or.other action complies with applicable Laws, and (b) reserves its right 
to insist on full compliance in that regard even after its approval has been given or a pemrit has been 
issued. · 

. . · 18,6 ·•· Limitation on Dam~ges; Notwithstanding: anything to the contrary herein, in no event 
will City or any Cify Entitybe Hable to Tenant or any Tenant Entity for ariy consequential, incidental, or 
special damages, or. an)i lost.revenues or lost profits. ' 

18) SPonsor's Asslirance Agreement. This Lease shall be subordinate and subject to the 
terrils of any "Sponsor's Assurance Agreement" or any like agreement heretofore or hereinafter entered 
into by City and any agency of the United States of America. · 

. 18.8 . Federal Nondiscrimin:tlon Regulations.· Tena~t understands and acknowledges that City 
has given to the United States of America, acting by ~nd through the Federal Aviation Administration, 
certain ?-Ssurances with re~pect tb nondiscrimination; which have been required by Title VI of the Civil 
Rights Act of 1964,. ai; effecttiated by Title 49 of the Code of F ederalRegulations, Subtitle A - Office of 
the Secretary of Transportation, ~art 21, as amended, as a condition ·precedent to the government making 
grants in aid to City for certain Airµort programs and activities, and that City is required under said 
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RegUlatiori~ t~ ·iri~Iude irr evety ~greement or con~ei~sibn pur~uarit to which any person or persons other 
than City, operates or has the right t6 operate any facilit)' on the.Airport providing services to the public, 
the folio.wing covenant,to which Tenant agtees as follows: "Tenant in its operation at and use of San 
Francisco International AirJ,ort, covenants that' ( 1) no person on the grounds of race, color, or national· 
origin shall be exCiude"d from participation in, denied the benefits of, or be otherwise subjected to 
discrirriination in the· Use of sai<:f facilities; (2) that in the construction of any improvements on, over, or 
under such land and the furnishing of services thereon, no person ori the grounds ofrace, color, or 
natiOnal origin shall be exch.ided frotn·partidpation in, denied_ the benefits of, or.otherwise be subjected to 
discrimiriat.ion, arid (3)thatthe grantee; licensee, perrnittee; etc., shall use the Prenti.ses in compliance 
with all otherrequiiemerit$ imposed by or plirsuant'to Title 49, Code of Federal RegUlations, Subtitle A, 
Office o(the Secretary ofTratisportation, Part 21, Nondiscrimination in Federally-Assisted Programs of 
the Department o~Transportation Effectuatioris of Title Vlof the Civil Rights Act of 1964, and as said 
regulatfons rriay be. amended,":· . . . 

18.9 ·Fed~ralAffirm~tive Action R~gulation~. ·Tenant assures that it will undertake an · 
affirmative ·action.P.rogi-am a:s iequired by' 14 CFRPart 152, Subpart E, to insure that no person shall on 
the giolinds ofi-ace, creed,\:olc:ir>natiOnal origiri, or sex be excluded from partiCipating in any 
employment activities covered in 14. CFR Part 152, Subpart K Tenant assures that no person shall be 
excluded on these grolinds from 'participating in or receiving the services or benefits of any program or 
activity covered by this subpart Tenant assures that it Will require that its covered sub-organizations 
provide assurarices to Tenant that they simllarly will undertake affirmative action programs and that they 
will require ass1.1rances from their sub•organizations; as required by 14 CFR Part 152, Subpart E, to the 
same effect. · . · · · · · · · · · · · · · · 

· 1s.10 . Nbn:..Discrlniination in City Ci:intra~ts ~d B~nefitS ordinance . 

. · (~) · , Covenant Not to Discriminate. fu the performance of this Lease, Tenant agrees 
not to discriminate against_.any employee, City and County employee working with Tenant, applicant for· 
employment with '.f.eriant, or against any person seeking accommodations, advantages, facilities, 
prjvileges, servic.es, ot membership in all busfriess, social, or other establishments or organizations 
operated by Tenant, on the basis.of the fact or perception of a person's race, color, creed, religion, 
national origin, a:ricestry,age, height, weight, sex, sexuai orientation, gender identity, <lomestic partner 
status, marital status; disability.or Acquired Itmmme Deficiency Syndrome or HIV status (AIDS/HN 
status), or association With members of such pi:otect!!d cfasses, or in retaliation for opposition to 
discrimination against such classes.. . · · 

. . .· (b) .· · Sob~'t~~tr~cts: .Tenant shall include in all subleases and other subcontracts relating 
to the Premises. a non--Oiscrirninatfon clatise applicable to such subcontractor in substantially the form.of 
subs·ection (a) above. In addition, Tenant shall ip.corporate by reference in all subcontracts the provisions 
of Sections 12B.2(a), 12B.2(cHk); and 12C.3 of the San Francisco Administrative Code and shall require 
all subcontractc;>rs to comply with such provisions. Tenant's failure to comply with the obligations in this 
subsection shall constitutea material breach of this Lease. . 

. (c) · Non-Dis~rirnination in Benefits. Te~~nt does not~ of the date of this Lease and 
Will not during th.e temi. of this Lease; in any of its operations in San Francisco or where work is being 
performed fortl:ie City elsewhere.Within the United States, discritrrinate ill'the provision of bereavement 
leave, family medi~al leave;- heaith benefits, membership or membership discounts, moving expenses, 
pension and retiieinent benefits or travel benefits, as well as any benefits other than the specified above, 
between employees.With doihestic 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 
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governmental ~ntitY pmsuant t~ state or local law authorizing such registration, subject to the conditions 
set forth in Section l2B.2(b) of tht! San~ Francisco Administrative Code. 

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

(e) · · ·. ·inc~rpo~atiOn ofAdmi~istrative Code Provisions by Reference. The provisions of 
Chapters l 2B and :12c of the San Francisco Administrative Code relating to non-discrimination by parties 
contracting foi'the lease ofCify property are incorj:forated in this Section by reference and made a part of 
this Lease as though fullyset:forth herein. Tena:ntshall comply folly with and be bound by all of the 
provisions thatapply to this I,,eai£ under such Chaptets of the Administrative Code, including but not 
limited to the remedies provided iri such Chapters. Without limiting the foregoing; Tenant understands 
that pursuant to Section 12B.2(h) of the San Francisco Administrative Code, a penalty of $50 for each 
person for each calend.ar day during which such person was discriminated against in violation of the 
provisions of this Lease may be assessed against Tenant and/or deducted from any payments due Tenant. 

. . .... ·.· .. ' .. ,. . . . . . . ·. ·.. , . . 

18; 1 r . Conflict of I:riterest; Through its execution of this Agreement, Tenant acknowledges that 
jt is familiar with the ·provisions of Section 15 .10 l of Cify's Charter, Article III, Chapter 2 of City's 

. Ca'n:lpaigri and Oovernmerital Conduct(:ode; and sect}oris 87100 et.seq and sections I 090 et seq. of the 
Govemrrienf Cock Of the Stafe of California, and certifies thatit does riot know of any facts which 
constitute a Viofati~ri of said proVisiori and agrees that ifit becomes aware of any such fact during the 
term of this Agreement it' shall immediately notify Landlord. 

18.12 . Declaration Regarding Airport Private Roads. Tenant hereby acknowledges and agrees 
that all roads existing at the date of execution hereof within the boi.indaries of the Airport, as shown on the 
current officialAirport plan and as it may be revised, are the private property and private roads of the City 
and CountY. of SairFranCisco; With the exception of that poruon of the old Bayshore Highway which runs 
through the southern limits of the City of:South.San Francisco arid through the northern portion of the 
Airport to the intersectioir with the North Airport Road as shown on said Airport Plan, and with the 
exception of that portion of the North Airport Road which rims from the off and on ramps of the State 
Bayshore Freeway to the intersection with said old Bayshore Highway as shown on said Airport Plan. It 
farther acknowledges that an'.Y and all .roads hereafter constructed or opened by City within the Airport 
boundaries will be the private property and road of City, unless otherwise designated by appropriate. 

. . .18.13. · .. No Relocati~Ii As~i~ta~ce; Waiver of Claims. ·Tenant acknowledges that it will not be a 
displaced person at the time this Lease fa terminated or expires by its oWI1 terms, and Tenant fully _ 
releases; waives, and discharges forever and all claims or other Losses, against and covenants not to sue 
City or any City EntitY under anYLaws, foc'luding any and all claims for relocation benefits or assistance 
from City urider fe.deral and state relocation assistance faws. Without limiting Section 5 [Assignment or 
Subletting], '.feriant shall cause any Tram;fereeto expressly waive entitlement to any and all relocation 
assistance and benefits in coiriwctiori with this Lease .. Tenant shall indemnify, defend, and hold harmless 
City for any and all Losses arising out cif any relOcation assistanc~ or bene.fits payable to any Transferee. 

· 18,14·., I)ntg~Free WorkPface .. Tenant ackriowledges.that pursuantto the Federal Drug-Free 
WorkplaceAct 6fl989, the iinlaWful mamifactuie, distribution, possession or use of a controlled 
substance is prohibited on City premises~• Any vfolation Of this prohibition by Tenant or any Tenant 
Entity shall constifute a default hereunder. . 
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18.15 C~rrmHancewithAmerica~s With Disabilities Act. Tenant acknowledges that, pursuant 
to the ADA; programs; services and other activities provided by a public entity, whether directly or 
thiough a contractor, must be accessible to the disabled public.· Tenant shall provide the services 
specified in this Lease in a manner that complies with the. ADA and any and all other applicable federal, 
state arid local disability rights legislation. Tenant agrees not to discriminate against disabled persons in 
the provision of services, benefits or ai;tivitiesprovided under this Lease and further agrees that any 
violattori of this prohibition ortthe part ofTenant, its employees~ agents or.assigns shall.constitute a 
material breacl-1 ·ofthis tease: . . ' . . . . . . . 

· · ·18.16 .• Sun~hin~ Ordi.nance .. In' a~cordance'\vith Section 67.24(e) ~f the San Francisco 
Adrniriistra:tive<:ode, contracts;;contra:ctors' bids, leases~ agreements, responses to Requests for 
Proposals, anq ill othet records of communications between City and persons or firms seeking contracts 
will be open to inspection inin:lediately after a contract has .been awarded. ,Nothing in this provision 
requires the discl6siire of a private person's or organization's net worth or other proprietary financial data 
submitted for qlla.lification for a .corttr'act, iease, ,agreeinent or other be:riefit until and unless that person or 
organization· is ~warded the contract, lease; agreement or benefit. . Information provided which is covered 
by this ParagraphWill_ be:ritade available tO th~. public upoti request · · 

· . l8:17 ; fmtentionailybeleted.] 
. . . . . : . . . . ·; ....... ··,. _. 

. . . . . . : . . 

· 18.18 .·Public Transit Information .. Tenant shall establish and carry on during the Term a 
program to, encourage ma:i<lmuriruse ·of public transportation by personnel of Tenant employed on the 
Premises, including; withoutlimitatiori, the distrjbution to such employees of written materials explaining 
the convenience and availability of public transportation facilities adjacent or proximate to the Building 
and encotiraging use of such facilities; all at Tenant's sole expense .. 

. . . ' . . 

18; 19 · · Pesticide·Pi-6hibition. Tenant shall comply with the provisions of Section 308 of 
Chapter 3·ofthe SanFrimciSc.o EnvirorimentCode (the ... Pesticide Ordinance") which (i) prohibit the use 
ofcertain pestiCides 0-n"City·property, .(if) require the posting of certain notices and the maintenance of 
certaiii records regarding pesti~ide usage and (iii) require Tenant to submit to [insert name of City 
department overseeing,the Lea$e] an integrated pest management (''IPM") plan that (a) lists, to the extent 
reasoriabiy poss~bte, Qie _types and.estij:r.i.4tcd quantities of pestiCick:s t.li.at Tenant may need to apply to the 
Premises during'th~ tertits ofthis Lease, (b) describes the stepsTenarit will take to meet the City's IPM 
Policy described in Sectiori 300 of the Pesticide 6rdinarice and (c) identifies, by name, title, address and 
telephone number; an individual to act as the Tenant's. primary IPM contact person with the City. In 
addition; Tenantshall comply with tlie ·requirements of Sections 303(a) and 303(b) of the Pesticide 
Ordinance. · ·.·. · · 

rs.zo .. First'Sburce Hiring Otdinattce .. 'fen~nt shill comply with the San Francisco First Source 
Hiring Ordinab.ce (J;loa:rd ofSupetyisots Ordinance No. i64-98) in cooperation with the Airport · 
Commission Offic~ ofl!iriployrn~n(and Cornrrii.lnity Partnerships pui:stjant to the First Source Hiring 
Agreement ent~re4 .i:rito:betwe~n.theAirport Commissioh and the Tenant concurrently hereWith, and 
incorporated liereill·by reference,' · · 

. 18.21 Reguiri~g Minfrnum Compensation. Tepant agrees to comply fully with and be bound by . 
all.of the provisions.of the Minimum Compensation Ordiriance('~MCO"), as set forth in San Francisco 
Administrative Code Chapter l2P (Chapter 12P), including the remedies provided, and implementing 
guidelines and iuies ... The provi·sions of Chapter UP are incorporated herein by reference and made a part 
of this Lease as though fully set forth. The text of the MCO is available ori the web at 
www.ci:.sf.ca.us!MCO. CapitaHzed terms used in this Section and not defined in this Lease shall have the . . ' . ' . 
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meanings assigned to· such terms in Chapter 12P. Consistent with the requirements of the MCO, Tenant 
aiµ'ees to all of the f o.Howing: ··· · ··· · · · · 

(a) . . .for:i~ach hour worked by a Covered Employee during a Pay Period on the 
property :covered bythis Le~i'se·, Tenant sha:Jl provide to the Covered Employee no less than the Minimum 
Comperisaticm, whichinctu<les :ii mfo.imuin hourly wage and compensated and uncompensated time off 
consistent with the requireffi.eritsofthe MCO .. For the minimum hourly gross compensation portion of the 
MCQ, the Tenant shall pay $9';00 .an h6ur through December 31, 2001. On January 1, 2002, Tenant shall 
increase the minimum l).oiJrly gross corripensitioh to $10.00 an hour; provided, however, that if Tenant is 
a Nonprofit Coi:poratio·n or: apliblic entity, it shall be required to pay the increased amount only if the City 
makes the finding:requfredby Section 12P.3(a)(ii) of the San Francisco Administrative Code. If Tenant is 
required Jo in~rease ,the minlmlJ.n.l ~oss hourly compensation to $10.00 ari hour, it shall provide the 2.5% 
annual increase required by the. MCO for each of the next three years . 

. : . .. ·.,· . . . . . 

. . . · ·. · · (b) ·.. . · TenatJ.i shali not discharge, reduce. i'n compensation, or otherwise discriminate 
against any emplo)'¢e for complairiing to City with regard to Tenant's compliance or anticipated 
compliance with the r~quirements of the MCO, for 6pposing any prac*e proscribed by the MCO, for 
participating inpto,ceedmgs refate<l .fo· the MC6; or for seeking to assert or enforce any rights under the 
MCO by any laWful rrieans. ·.·. . . . . . . . . . . . . 

·:: .... · : . . . 

(c )- . T~aht understands and agrees that the failure to comply with the requirements of 
the MCO shall constitute a material breach by Tenant of the terms of.this Lease. The city, acting through 
the Contracting department, shall determine whether such a breach has occurred. 

. . . . 

. ( d) ff, within 30 days after receiving Written notice of a breach of this Lease for 
violaiingthe MCO;Tenantfailsfo cure,such breach or, if such breach cannot reasonably be cured within 
such period of 30. days, T eilant fails to c.onnrience efforts fo cure within such period, or thereafter fails 
diligently to. pi.ti:sue such ,cure to completion; City, actmg through the Contracting Department, shall have 
the right to pursue the fogi:rwing nStits or remedies and any rights or.remedies available under applicable 
law:. · · ·· · · · 

. . . . . . < •. 0) : · .. The rlght to charge Tenant an amount equal to the difference between the 
Minimum Compensation and any compensation actually provided to a Covered Employee, together with 
interest on such amount from the date payment was due at the mllJ(imum rate then permitted by law; 

. . '(ii) .·.·.· · The right to set off all or ahy portion of the amount described in 
Subsection ( d)(l) of this Section ag.ainst amourits ciue to. Tenant under tQis Lease; 

. (iii)· · . The rlght to te~inate thisLease iri wh~le or in part; 

· · .. · · ·. . . : . ·. · 0~; . . In the event ofa brea~h by Tenant of the covenant referred to in 
Subsection (b) of this Section; the right to seek reinstatement of the employee or to obtain other 
approprjate equitable relief; and . . . ·. 

(v) · The right to bar Tenant fr~m entering into future contracts with City for 
three (3) years. 

Each ~f t~e rights provided iri this S~bsection ( d) shii.11 be exercisable individually or in combination with 
any other rights or reniedies avallable t9 City. Any amounts realized by City pursuant to this subsection 
shall be paid to the Covered Employee who failed to receive the required Minimum Compensation . 

. ;,·,. 
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. ·· · ( e) · · · · Teriarit tepresents and warrants'that it is not an entity that was set up, or is being 
used, for the plirpose·ofevadingthe intent oftheMCO.· .. ·. . . . 

. . . · ·.· , :<(f)' ·' ·'Tenii.nt·shall keep itself informed Of the current requirements of the MCO, 
irtch.idtrtg increase~to the ho4rly gross compensation due Co\iered Employees under the MCO, and shall 
provide proinp·t wtfrte·n notfoe to al!' Covered· Employees of any increases in compensation, as well as any 
~tten commiiniCations received by the.tenant from the City, which corrum.inicatioris are marked to 
indicate that they 3:i"e to be distributed to. Covered Employees. · · · 

. . . (g) · . Tenant shall provide reportS to City in accordance with any reporting standards 
promulgated by City' under :the :MCO; irfoluding reports on subtenants· . 

. . ,', .. ' ·. ·:·.,··.. " . . 

. . ·. . . (h) '. Tenant'~hall pro~de City with accessto pertiiientrecords after receiving a 
writl:enrequ'est'fr6ri(City to·di:l'so ~rid being provided·at least five:(S) business days to respond. 

• •• • ... :"' • • •• • ' ,. 1 

. (i) : City, may conduct random audits o{tenant. Random audits shall be (i) notified 
in advance in wnting;'(ii) limited to ascertaining whether Covered Employees are paid at least the 
minimum compensation required by the MCO; (iii) accomplished through an examination of pertinent 
records at a mutually agreed upon time and locati.o.n within ten (10) days of the written notice; and (iv) 
limited to one audit of tenant every two)'ears for the duration of this Lease. Nothing in this Lease is 
intended to predude Cit)f from investigation any report of an alleged violation of the MCO. 

. . ..... : . . . .. . . . . •" '•'. ' . . . •' 

· (j) .· .·· •.. Anisublease ente~ed iritd byT~nant a~d ~nother party shall require that party to 
comply with the reqtiirementS of the MCO. and shall contain contractual obligations substantially the 
same as those set forth irithis Section.· Tenant shall notify the Department of Administrative Services 
when it enters· into such a sublease and shali. certify to the Deparlrrieri.t of Administrative Services that it 
has notified the subtenant of the: obligations under the MCO and has imposed the requirements of the 
MCO on the subtenant th!ough the provi.sioris of the subcontract. It is Tenant's obligation to ensure that 
ariy subtenants ofahy tier under this Lease comply with the requirements of the MCO. If any subtenant 
under this Lease· fails to comply, clty mayJmrsi.le any of the remedies set forth in this Action against 
Tenant. ·· · · · 

• · .. (k) Any con~act entered into by Tenant and another party to perform services on the 
property covered by this Lease:·shall require that party to comply with the requirements of the MCO and 
shall contain confiactµal obligations substantially the sa:me as those set forth in this Section. Tenant shall 
notizy the Departmerit:of Adnililistrat(ve :Services when it enters into such a coritract and shall certify to 
the DepartmerifofAdririnistiative Ser:Vices that fr has notified the 9ontnictor of the obligations under the 
MCO arid.has.imposed thefequirementsofthe fyfCO on,the'contiactor through the provisions of the _ 
subcontract; It is Tenapt;s obligation ~o. ensure that any such contractors comply with the requirements of 
the MCO. If such a contractor fails to comply, City may pursue any of the remedies set forth in this 
Section against Tenant.. ·· · · · · · · 

. cl) Each Cover~d Employee is a third-partY beneficiary with respect to the 
r(!quirements of sµ.bsections (a)and ch) of this Section, and may pursue the following remedies in the 
evetit ofa breach by Tenant of subsections (a) and {b ), but oniy after the Covered Employee has provided 
the noti~e. particip~ted in.the adiniriistr:ative review hearing, and waited the 21 day period required by the 
MCO. Tenant .ilnderstands an;d agrees that if the Covered Employee prevails in such action, the Covered 
Employee may b~ !!Warded: {1) an: amount equal to the difference between the Minimum Compensation 
and. any con:ipensati9~ actJuiJiy,proVided to the Cover~d Employee, together with interest on such amount 
form the date paymerit\vas due: at the truiximum.rate then permitted by law; (2) in the event of the breach 
by Tenant Of subs~9tions (a) ot (b ), . the righ~ to seek reinstatement .or to obtain other appropriate equitable 
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relief; and{3) in the. e:V.entthe CoveredEinployee is the prevailing party in any legal action or proceeding 
agaiilstTenarifadsing from this Lease,.the right to·obtain·au costs.arid expenses including reasonable 
attorney's fe.es ariddfsbi.itsemerits;" incurred by the Covered Employee, Tenant also understands that the 
MCO provides that if Tenarit prevails ill any such action, Tenant may be awarded costs and expenses, 
including reasonable ati:orney's fees and disbursement's, from the Covered Employee if the court 
detennines that the Covere~ Employee?s action was frivolous, vexatious or otherwise an act of bad faith. 

· · (m} .. IfTeria:nt is exempt from the MCO 'Nhen this Lease is executed because the 
cumulative amount ofagreemerits with this department for the fiscal year is less than $25,000 ($50,000 
for nonprofits); btit Ten,ant la.ter e11ters into an 'agreement or agreements that cause, Tenant to exceed that 
amount iri a fiscal year,:Te'n~nt shall .th:ereafte(be·requiied to comply with th!! MCO under this Lease. 
This obligation arises oii the. effective date Of the agreement that causes the cumulative amount of 
agreeinerits between.the Tenantaridthis department to exceed $25,000 ($50·,ooo for nonprofits) in the 
fiscal year. , · · · · · · · · 

. ·.··:.. . . ' .. · . ' . 

. 18.22 .. Airport Intellectual Property. Pursuant to Resolution No. 01-0118-adopted by the Airport 
Commission on April 18, 2001, the Airport Commission affirmed that it will not tolerate the unauthorized 
use of its intellectual property; mcltidirig'the SFO logo, CADD designs, and copyrighted publications. All. 
proposers, bidders, c6ntradors, tenants; perrtrittees; and others doing business with or at the Airport 
(including subcontractors and subtenants) may not use· the Alrportintellectual property, or any intellectual 
property confusingly. siinilar to the Airport intellectual property, without the Airport Director's prior 
coriserit. . . , .'' . . . . . . . 

. :· . . ~ .... 

. ts:23: Requirini He·althBerieflts for Covered Employees. Unless exempt, Tenant agrees to 
cotnply fully with and be bound by all provisions of the Health Care Accountability Ordinance (HCAO), 
as set forth iii San Ftaridsco Adm.iniStrative Code Chapter 12Q(Chapfor i2Q), iricluding the 
implemeriting regulatiOns, as the same inay be ainerided or updated from time to time; The provisions of 
Chapter 12Q are incotj:iorated herein by reference and made a part Of this Lease as though fully set forth 
hereiri. The text of the HCAO is curreritly available cin the web at · 
http://www.amlegal.com/sanfril.Illviewcode.htm~ . Capitalized terms used in this Section and not defined in 
this Lease shali have the meanings assigned to such tenns fo Chapter 12Q. 

. . ~(ii) . ' For each Covered Employ~eTenants~all provide the applicable health benefit 
set forth in Secti()n:· 12Q.3 of'the HC.AQ. If Tenant chooses to offer the health plan option, such health 
plan shall meet the-rninitiJ.um'standards set forth by the San Francisco Health Commission. . . . . . . . . ... 

· (b) Not-withstanding the above, ifTeriant meets the requirements of a "small 
business" as described in Sectiorf 12Q.3(d) of the HCAO, it shall have no obligation to comply with 12art 
(a) above. · · · · · · 

. . . · .. (c) · Tenmt's failure to comply with the requirements ~f the HCAO shall constitute a 
inaterialbreach byTenan~ of this Lease. If, within 30 days after receiving City's written notice of a 
breach ofthis tease for violating the HCAO, Tenant fails to cure sµch breach or, if such breach cannot 
reasonably be cure<! Within. such 30~a:)r period, Tenantfails to commence efforts to cure within such 
period, or thereafter fails diligently tc>"ptirsue such cure to completion, City shall have the remedies set 
forth in SectionJ2Q.S(f)(i~5)~' Each of tJiese remedies shall be exercisable individually or 1n combination 
with any othei right$ or r.eme~ies available to City ... 

. . (d) .·Any Siible~seor Contract regarding se~viCes t~ be performed on the Premises 
entered into by Tenant shall require the Subtenant or Contractor and Subcontractors, as applicable, to 
comply with the requirements of the HCJ\O and shall contain contracttial obligations substantially the 
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same a·s those set fbrth. in this Section: Tenan~ shall notify ihe Purchasing. Department. when it enters into 
such a Sublease or Contracrand shall certify to the Purchasing Department that it has notified the 
Subtenant or.Contractor of the obligations under the HCAO and has imposed the requirements of the 
HCAO o~ the Subtenant: or Contractor through written agreement with such Subtenant or Contractor. 
Tenant shall be ·responsible for· ensuring compli.ance With the HCAO by e·ach Subtenant, Contractor and 
Subcontractor per"forihirig services on the Premises .. If anySubtenant, Contractor or Subcontractor fails to 
comply, City may pursue the>reinedies set forth iidhis Section against Tenant based on the Subtenant's, 
Contrac~or's, or Subc;ontracto(s fail tire to comply, provided th.at the Contracting Department has first 
provided Tei:iant with riotice anq an ~pportunify. to ctire .the violation. . . 

··:; -

. '(e) ..•.. Ten~~t shaiLncit discharge, reprimand, penalize, reduce the compensation of, or 
otherwise discrifuin::ite against; ariy employee fo:r notifying City of any issue relating to the HCAO, for 
opposing.any ptaci:ice prnstribed by the HCAO, for. participating in any proceedings related to the 
HCAO; or for seeking to assert or eriforce any rights under the HCAO by any lawful means. 

. . · .. · . · · . (f}. · :Tenant b;:presents arid warrants that it is not an entify that was set lip, or is being 
used, for the putpOse of evading the. reqµirements of the HCAO . 

. (g) f~arit shall keep its~lf inforined ~fthe requrrerirents of the HCAO, as they may 
change from time to time; . ' . . . 

. . '• . '"' ~ :. ' ·. ~' :· : ·~ .: . 

. . . ·. · . · · .· .. · ·. · · .. ·'(h) . · . Up~il re,qtiesti Tenant shall provide reports to City iri accordance with any 
reporting standards promulgated by Cicy i.mder the· HCAO; including reports on Subtenants, Contractors, 
and Subcontractors; . · · · · · · 

· (i) .Withjn five (5) business days after any request by City, Tenant shall provide City 
With access to pertinent records relating to any Tenant's compliance with the HCAO. In addition, City 
and its agents may conduct.random .audits of Tenant at any.time during the term of this Lease. Tenant 
agrees to coop~rat~ with Cify in connection with atjy such audit. 

.. ~ '. ' . 

. . 18.24 .·.· Co~tribution~ irriin. Contractors~ Sari Fr:ancisco ta~paign arid Governmental Conduct 
Code (the "Cottdnct Code'} Section 1.:12.6 prohibits aiiy person who contracts with the City for selling or 
leasing any land 6r building to or from the City whenever such transaction would require the approval by 
a City elective officer or the board on which that City elective officer serves, from making a contribution 
to such an officer, or bandidate.for such an office, or committee controlled by such officer or candidate at 
any time from the commencement.of negotiations for such contract until the teffiiination of negotiations 
for such contract or.three motiths,has elapsed from the date the contract is approved by the City elective 
officer, or' the board on which .that City elective officer serves. San Francisco Ethics Conlmission 
Regtilatiori 1..126~1 provides that negdtiations are commenced when a prospective contractor first 
communicates :with a City officer or employee about the possibility of obtaining a specific contract. This 
communication may occut in person; by telephone or in writing, and may be initiated by the prospective 
contractor or a Cit).i.officer or employee. Negotiations are completed when a coritractis finalized and 
signed by the Ctty and the contractor.•Negcitiations are terminated when the City and/or the prospective 
contractor end the n~gotiation: ptocess before a finai decision ts. made to award the contract. Through its 
execu,tion of this Agreement, Tenant acknowledges that it is familiar with the provisions of Section 
15.lOJofCity's Charter, ArtiCle m;Chapter2 of City's Campaign imd Governmental Conduct Code, and 
Sectio~s 87100 et seq and Sections 1090 et seq. of the Government Code of the State of California, and 
certifies that it does not .know of any facts which constitute a violation of said provisions and agrees that 
if it becomes aware of any such fact di.iring the term of this Agreement it shall immediately notify 
Landlord. · 

.. · .. _. 
: . _. '~' ' 
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19; GENERAI./PllOVISIONS · .. 

, 19.'1 . Notices> Exc~pt as otherwise specifically provided in this Lease, any notice, consent, 
request; detriWid,. or other corre8poriderice given under this Lease shall be in writing and given by 
delivering the.notice iri persori or by commercial courier' or by' sending itby first~class mail, certified 
mail, reti.tni receipfrequested~:or by overnight courier, return receipt requested, with postage prepaid, to: 
(a) Tenant at Tenant's Notice Address; or (b)City at City's Notice Address; or (c) such other address as 
·either Tenant. or City may designate as its new address tor such pilrpose by notice given to the other in 
accordance with th1s Section. Afiy.riotice hereunder shall be deemed to have been given and received and 
effective three (3)days after the date when it is mailed, if sent by first-cfass, certified mail, one day after 
the date when.it is mailed ff sent by overnight courier, or upon the date personal delivery is made. For 
convenience of the parties; copies of notices may also be given be facsimile to the number set forth in the 
Slimmary or such 6t11er number as may be provided from time to time; however, neither party may give 
official or binding notice by facsimile, . . . . . . 

19.2 ·.No ilnplied Waiver'. No failur~ by ~ither party t~ insist upon the strict performance of 
any obligation of the other party under this Lease or to exercise 'any right; power or remedy consequent 
upon a breachth.eteC>fshall constifute a waiver of any such breach or of such term, covenant or condition. 
No. express written waivef·ofany default or the perforinance of any provisionhereofshall affect any other 
default or perfoi:inance; or covet any other period of time, other than the default, performance or period of 
time specified in such express waiver; . 

. . . , 

19 .3 · d Entire Agreement. The parties intend that this Lease (including all of the attached 
eXhibits, whiCh are made a part of this Lease) shall be the final expression of their agreement with respect 
to .the subjectmatter .hereof and may .n6tbe contradiCted by evidence Of any prior or contemporaneous 
written or oralagteemeiltS cir iindersfaiu:lings. The parties furthednterid that this Lease shall constitute 
the.complete and exclu5ive statemeritofits tenns an(! ~at no extrinsiC evidence whatsoever (including 
prior diafts hereof and chartges' therefrom) maybe.intioduc~d in any judiciai,adrriinistrative or. other legal 
proceedhig inv61Ving this Lease: · ·. · · · 

, I .' . • 

19 .4 Alnendm~nts., Except as speCifically provided herein, neither this Lease nor any term or 
provisions hereof inay be'changed; waived, discharged or terminated, except by a written instrument 
signed by the party agafost whiCh the enforcement of the change, waiver, discharge or termination is 
sought. · · . . . . . . . 

. · 195 . Interpretation of Lease .. The captions.preceding the artjcles and sections of this Lease 
and in the table of contents ha_ve been inserted for convenience of reference only and such captions shall 
in no way define orlimitthe scope or intent of any provision of this Lease;. This Lease has been 
negotiated at arm's lerigth an:d bet\Veeri persons sophisticated and .knowledgeable in the matters dealt with 
herein and shall be'interpretedto achieve the intents and purposes of the parties, without any presumption 
against the party responsible for drafting any part of.this Lease. Provisions in this Lease relating to 
num1'er of days shall be calendar diiys. Use. of the word "including" shall. mean "including, without 
liinita~ion'' .. References to statutes/sections, ordinances~ or regulations are to be construed as including 

. all statutory, otclinance, or regtilatory ptovisions consolidating, amending, rep lac mg, succeeding, or 
supplementirig the statute, section, ordinance, or regulation. 

19.6 . Successors arid Assigns .. Subject to the provisions of Section 5 [Assignment or 
Subletting], the term5, covenants arid.conditions contained inthis Lease shall bind and inure to the benefit 
of Tenant and City and; except as other\Vise provided herein, their personal representatives and successors 
arid assigns. · · , · · · · . · 
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19.7 .No Thii'd-P~rt{Beneficianes: There are rio third~party ~eneficiaries to this Lease. 

· t~t8 .. Nci;Joi~t Ven.fure.' It"is e~pre~sty agreed· thatCitY is.not; in·any way or for any purpose, a 
partner of Tenant in the·coriduciof Tenant'.s business or a ineniber of a joii:it enterprise with Tenant; and 
'Cioes not assume any responsibility for Tenant's conduet or performance of this Lease. . . . . . . .. . , . . . . . .. . ... 

. 1.9.9 · .·Brokers. ·Neither party has had any contact or dealings regarding the leasing of the 
PremiSes; or any communication in connection therewith, through any licensed real estate broker or other 
person who could Claima ·right fo a: commission or finder's fee in connection with the lease contemplated 
herein. In the event that any 'broker or finder perfects a Claiin for a: cotnrhission or finder's fee based upon 
any such contact; dealings o(comriiunication., the party through whom the. broker or finder makes his/her. 
claim shall be responsible for such commission. or' fee ahd shall iridemriify; defend, ancj hold harmless the 
other party from· ari:Y and all Losse;s fru.iurred by· the indemnified party' ill defending against the same. The 
provis1ons ofthi~ Secti6n shall survive aiiy: tetjilination or expiration of this' Lease . 

. . ·. : ., ' . . . . . . . . 

q •• • 19 :i 0 ~'Se~er~bifity:· lf ~~y'provision of thi~ Lease o~ the application thereof to any person, 
entity or circlliiistance shall, to any exterit, be invalid or unenforceable, the remilinder of this Lease, or the 
application ofsuch:proVisfon to persons, entities or cfrcuinstances other than those as to which it is 
invaHci or unenforceable, shall not be affected thereby, and each· other provision of this Lease shall be 
valid and be enforceable to the full exteritperrnitted by law~ ' .. 

· .19.11 •. GovetnirigLaw. This Lease shall be construed and enfor~ed in accordance with the laws 
of the State of California. · · 

. · . .i,9.12 .'· Atto~eys;Fe~s~ 'fu the,·event that either City or Tenant fails to perform any of its 
obligations under this Lease or in the event a dispute arises concerning the meaning or interpretation of 
any provisfon ofthis'r:ease; ·the defaulting party oi the party not prevailing in such dispute, as the case 
may b¢, .shall pay ariy and all costs arid expensesfacurred.by the other party in enforcing or establishing 
its rights hereunder (whether or not such action is prosecuted to judgment) including court costs and 
reasonable attorneys' fe¢s. For ptirposes of this Agreement; reasonable fees· of attorneys of City's Office 
of the City Attorney shall l)e based ori the fees regularly charged by private attorneys with the equivalent 
-u.-1-.-~ ... -+'''~".,.r, n..r ,,;v~~~-&.,,_.,:a.·;.., t'h~ C11h·~P~f. 1T'l~tfp.r o;irp.'!:I nf'fh,:a l!nu fnr urh;~h t'hP <:it" AttnniP.utC! li.'!en..rif'Pli.'! 
lJ~lJ.U""'l. U.L J"-'U~.-;) V4; ~~t"•'l..l.~.ll.~":'-.Lil. ......... ,... ..,._.'-'J'"'"""" .1..1.~"'".., ... ...., ... ....,,.,. v.1. ......... ...,. a-•• ~....., ...... .......,...., ... ...., .. ..., ..,.;,.,..,,J ... .,,...,., ... .., ..... J ..., ..., ,.. • ,,..,. ...... ..., 

were rendered who practice in: the City of San Francisco in law firms with approximately the same 
number cif atto.rneys as empltjyed by .the Office 9f the. City Attorney. 

·.19.13 . tumulitive Re~edie~::·All rights and remedies of either p~tiy hereto set forth in this 
Lease. shall be ¢~ni~lative; ~xcept as may: otherWise be t>toVided herein . 

. i·9 .14 ..• Time of E~s~nc~ .. Ti~e rs' of the esseiice with respect to all provisions of this Lease i~ 
which a. definite time for performance ,is speCified. . . . . . 

· ) 9.15 · Reservations by ~ity. City may (a) at'any time, upon reasonable advance written or oral 
ricitice, eriter the Prelrrises to .show tqe Premises to prospective tenants or other inter.ested parties (during 
the fast year of the Term), to postnotices ofnon-resporisibility, to remeasure the Premises, to repair any 
part of the Premises or adjoining areas, to install equipment for adjoining areas, and for any other lawful 
purpose; (b) without advance noOce, enterthe Premises to conduct an enwonmental audit, operational 
audit, or general:inspectioti, or in an emergency. 'City shalluse.reasonabk efforts to minimize disruption 
in Tenant"s business.· Such entry shall not constitiJte' a forcible or unlawful entry into or a detainer of the 
Premises, or ari. e:tjc.tiori, actuiil or 9onstri.ictive of tenant from the.Premises~ City reserves the right to 
grant easements or ctossfugs. m; over,. upon arid under the Preffiises, and nothing herein contained shall be 
construed as li.riritfog the powers of City to lease, convey 'or otherWise transfer or encumber during the 

: · .. · .. 
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term of this Lease the herein before described lands for ariy p~rpose whatsoever not inconsistent or 
incornpatibkwiththe rights or priv!leges granted to Tenanfby this Lease. City also reserves the right to 
construct, reconstnict; install, 1na1ntai:ri, repair; remove, renew, operate and use from time to time, other 
pipelines,. conduits, ;power llries; telephone Jines, sewer drains, roads and roadways or other structures 
a cress; ·over or imder. the Premises and any rights of way or easements and/or pipelines used by Tenant, so 
long as.Tenant's access to the Premises is not materially impaired, and so long as the useable square 
footage. of the Premises is notmaterially diminished. ·Each of City and Tenant shall be responsible for 

. sufficiently identifying, locating arid ensuring protection of its respective appurtenances and connecting 
subsurface pipelines; teleccimmunfoations equipment, utility-equipment and pipes, and any other 
subsurface items from damage caused by any such constniction within the Premises and any rights of way 
or easements>NotwithStandii:lganything to the contrary: in· this Lease, City reserves and retains all of the 
following rights.rel~tingto th~ Premises: (a) Arty and all water and water rights, including (i) any and all 
i~tface water arid ·sueface water right~; including riparian rights and appropriative water rights to surface 
stream$ and the underflow o($tteanis,· arid (ii) any and all grot.iridwater and subterranean water rights, 
iticluding,·therightto_ex:portpercolating groundwater for use by City or its water customers; and (b) Any 
and all minerals and mirterai rights of every kind and character now known to exist or hereafter 
.discovered in the Premises; includirig oil and gas and rights thereof, together with .the sole, exclusive, and 
perpetual rightto expic>re for, reinove;·and dispose of those minerals by any ineans or methods suitable to 
City or its successors and assigns, in such manner as not to damage permanently the surface of the 
Premises or t<>"unreasonably interfere wjth the pehriitted use thereof by Tenant, without Tenant's prior 
written consent,: .. Iri addition, City reserves all rights m and. with respect to the Premises not inconsistent 

. with the Penn1tted· Use; including the right of City; at all reasonable times and, if reasonably practicable, 
following advll.ti9enotice to Tenant, to enter arid t<;> .permit the City, the County of San Mateo, the County 
Water District; ot~er. gov~irimental bodies, public ·or 'private utilities an:d other persons to enter upon the . 
Premises for the purposes of installing'; using; operating; maintaining, renewing, relocating and replacing 
such urtdergrouri.d wells ahd water; oil; gas, steam, storm sewer, sanitary sewer and other pipelines, and 
telephone, ele¢tric, power and otlierlines, conduits, and facilities, and flood access and maintenance 
rights of way and equipment; as City may deem desi!able in connection with the development or use of, 
or remediation of Hazardot1S Materials in, on, or ooder, the Premises or any other property in the 
neighborhood of the Premises, where o\ivned by City or not. No such wells, pipelines, lines conduits, 
facilities "or rightofway shall interfere with the use or stability of any building or improvement on the 
Premises, or materially interfere with Tenant's access to the Premises .. Tenant hereby waives any claims 
for damages for any injury orincorivepience to or interference with Tenant's business on the Premises, 
any loss ofoccJ.ipanty or quie:t'enjoyni'ent of the Premises or any other ioss occasioned by City's exercise 
of its rights hereunder. . . .·.. . . . . - . . 

.. _ . 19.T6 · · Surnvaloffud.emnities. ·Expiration ortemunation of this Lease shall not affect the right 
of either party to._ enforce any and.all indemnities and representations an<j warranties given or made to the 
other party unde_r this Lease, nor shall It effect any provision of this Lease that expressly states it shall 
survive termination hereof .. Each party hereto specifically acknowledges and agrees that, with respect to 
each oftlie indemnities cotitairied.in this Lease, the indemnitor has an immediate and independent 
obligatiOti .to defend theindenlliitees from any Claim which actually or potentially falls within the 
indemnity provisiqh even if suqh a_llegation is or may be groundless, fraudulent or false, which obligation 
arises at the tirnesu,ch c,laimis"terideted to the indemnitorbythe.indemnitee. 

·::: 

. 19.17. .. buiefErtjo)rine~t ~hd Title. Tenant, upon paying the Rent hereunder and performing the 
covenants hereof, shall peaceably and quietly have, hold arid enjoy the Premises and all appurtenances 
during the full Tenn as against all persons or entities claiming by and through City. . . 

19.18 ·.·Joint a~d Se,;eral Liability. Th~ llabiilties hereunder of the entities and/or person(s) 
comprising Tenant shall bejoint and several. · · 
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. i 9.19 . Estoppel'Statements. Within fifteen (15) days after request therefor by City, Tenant shall 

deliver, in recordablefotm; a an estoppel statep-ient·certifying that this Lease is in full force and effect; the 
date o(Tenanfs'niosfrecent payment ofRent, and that Tenant has no defenses or offsets outstanding, or 
stating those cfatrried, and:any other iriformationreasonably requested. Failure to deliver said statement 
withiri the specified period shall be conclusive upoifTenant that: (i) this Lease is in full force and effect; 
without modification except as may be represented by City; (ii) there are no uncured defaults in City's 
performance and Teria!)t has n<:>° rigilt of offset, counterclaim or deduction against Rent hereunder; and 
(~ii) no more tha~ _one _niorith's Rerithas been paid in advaric~ . 

. · · 19 ,20 Sub0rdina:tfori, This Lease is aiid shall be subordinate to any reciprocal easement. 
agreement, ground:.Ie;ise; .facilitfos· le~se ·or other urider!yiiig :lease and the Ji en of any mortgage or deed of 
trust;:tliat miiy·rtow:·exist or hereafter. he. executed affecting the Premises, or any part thereof, or City's 
infore·sttherein;., Notw.ithstanding the. foregoing; CitY or the holder shall have the right to subordinate any 
such interests to thfs Lease. If a11y ground lease or underlying lease teri:ninates for ariy reason or any 
mortgage or deed. offri.tst is forec!Osed or a conveyance' in lieu of foreclosure is made for any reason, 
Tenant shail attom fo the si.tc~essor-iri-interest to City; at the. option of such successor-in-interest, subject, 
however to the exptes·s grant by such successor to Teriant of.a right of quiet enjoyment. The provisions of 
thi$Sectfon shali'be i!ielf--Operative· and no further instrument shall be require& Tenant agrees, however, 
to execute and deliver; Within thirty '(30) days after demand by Cify and in the form reasonably requested 
by Cit}r, anyadditionaldocurti.ents·evi.dericingthe prioricy or subordiriatfon of thjs Lease: 

,· . ··"· . ··. .. . . 

· 19.21 ·. R~~~es~n~tio~~· arid WatrantiesofT~nant: Tenant represents, ~aiTants and covenants to 
City as follows;· as of the.date hereOf arid as of the Commericerrient Date: · · 

. . ' . . . . 
. . . . . .·. : ·. . . 

. . '' (~j '' · Valid Existence; Good Standing. Tenant is a company duly organized and 
validly e:x;isting iinder the_ laws of the United States of America. Tenant has the requisite power and 
authority to owti its property and ·condu_ct its business as presently conducted.· Tenant is in good standing 
in the Staie of California. · . . . . . 

. . ·. · · .. · · . (b). . · .. Authority. Tt!riant has the _requisite:power and authority to execute and deliver 
this Lease and the agieements contemplated hereby and to carry.out and perform all of the terms and 
covenants of this Lease arid th~ agr,eenJ.er,1ts coritemp lated hereby fo be performed by Tenant. 

. . . : . . . . . . . ' 

. . .· . ., :'. (c('.·· '-No titriititiori ~n Ability tcd>erform~ Neither Tenant's articles oforganization or 
operating agre~ment;· nor an:yapplicableLaw, prohibits Tenant's entry into this Lease or its performance 
hereunder. No consent, authorizatii'.ln or approval of, and no notice to or filing with, any governmental 
authority, regulatory body or other person is required for the due execution and delivery of this Lease by 
Tenant and Tenant's' perforinance hereunder, except for consents; authorizations and approvals which 
have already hee11 obtained, notices. which have already been given and filings which have already been 
made. Except as :rnay,otherwi~e have been .disc!Osed to City in writing; there are no undischarged 
judgments pending against Tenant, and Tenant has not received notice of the (I ling of any pending suit or 
proceedings agains(Tenanfpefore.any'couri:, governmental agen:cy, or arbitrator, which might materially 
adversely affecttpe.e9fotceabilit)r of this Lease or the business, operations, assets or.condition of Tenant. 

( df · ·. Valid Execution. The execution and delivery of this Lease and the performance 
by Tenant here\inder have b~en duly and validly authorized. When executed and delivered by City and 
Teriail.t,this Lease:wm be.a legal, valid and binding obligation ofTenant. 

. (e) . Defauits. The. executi'on, delivery and performance of this. Lease (i) do not and 
will not violate or result in a Viofation of, contravene or conflict with, or.constitute a default by Tenant 
under (A}any agr(!erilent; document or instrument to which Tenant is a party or by which Tenant is . . . . . . . .. •' ' . 

·;" .. ;," 
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bou~d; (B) any la~, ~tahlte, ordinance, or regulation applicable to Tenant or its business, or (C) the 
articles oforganization or the ope~ting agreement of Tenant, and (ii) do not result in the creation or 
imposition of any lien or. other encumbrance upon the assets of Tenant, except as contemplated hereby. 

. (f) ·. . • Finan~ial Matters. ·Except to the extent disclosed to City in writing, (i) Tenant is 
not ih d(!fault i:in<ler; and has not received notice asserting that it is in default under, any agreement for 
borrow~d money, (ii) Tenant has hot flied a petition: for, relief under any chapter of the u .S. Banlcruptcy 
Code, (iii) there. has been no .event that has materially adversely affected Tenant's ability to meet its Lease 
obligations heretindet, arid (iv) fo Tenant's knowledge, no involuntary petition naming Tenant as debtor 
has been filed under any chapter. of the U.S. BankrUptcy Code. . 

. .· .... · ........ ·· . . . .· ' .... · . 

. The representations and warranties herein shall survive any termination or expiration of this Lease. 

19 .22. Countemarts, .This Lease may be executed in two or more counterparts, each of which 
shall be deemed an origirial,':bufall of which taken together .shall coristitUte one and the same instrument. 

··'; 

/lllf!lll!IJll/. 

DS:bv . . . . . . . .. · . . . 
X:\A VI\ TENANTS\AJRLINES\LEASES\Superbay ~ Uniied Finni Draft March 9 .doc 
3/10/2004 . . 

- 36 - .· 



• 
IN WITNESs \\IHEREoF. t~e pruiies have e~ecuted this Lc3'e as onhe Effective Date. 

' . . . 

. . 

[Signato·ty also to: initial. summary] 
:-__ .. · ... :· .. ;. ........ :·: 

CITY:<. '. 

[Signatory al~o t~ foitiai summary] 

AuTH'.O°RIZED.BYAruORT · · 
COMMISSION . . . . . . . . . . . . 

United Air Lines, ·rnc. 
·a Delaware corporation 

·{(. / ·B. 
By: --'---'-------+\---"--· -. -+--'. -­

Name:. Frec]erjc F. Brace 
· .Executive Vice President & 

. Title:. : Chief Financial Officer 

CITYANO COuNTYOF SAN FRANCISCO, 
a municipal corporation, · · 
acting by and through its Airport Commission 

Airport Direct 

Re~olution No. lJf~~ ... 
Adopted:. ~f//j_f.d6'.Jf .· 

· Secretary. · · 
··Airport Conunis.sion 

·.·:. 
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EXHIBIT A 
EXHIBIT B 

... 

·. :.· 

-:··· 

. ·. ·:· LIST OF EXHIBITS 
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KEY PLAN 
EXIIlBIT A 

EFFDATB 
TENANT LOCATION LEASE DRAWING PLOT40 18.62AC 

TENANT CAT I AREA I CONTRACT' LOCATION 
UA 

LOCATION: PLOT 40 AND SUPERBAY HANGAR SUPERBAY3 UA 63950' 
UNITED AIRLINES SUPERBAY4 UA 63950' 

CTIY & COUNTY OF SAN FRANCISCO DWfr. UM'LOT40 WASHRACIC. UA 1.SACRES 
AIRPORTS COMMISSION SC.ALB: il~.iJCS>" 

SAN FRANCISCO INTERNATIONAL AIRPORT DATE: 03./09/2004 



• Exhibit B 
Maintenance Responsiblities • 

Responsible Party 

oescrlptlon City Alrllne 
400 hz Synchronous Generator x 
Air Conditioners x 
Aircraft Wash Systems x 
Sln.lctural related hazardous materials: 
• Asbest6s x 
• Lead pase paint x 
~. Light f1Xture PCB x 
Stru¢tural Maintenance: 
~ Floors • structural substrata x 
• RampArea x 
• Roof x 
.- Storm Drain Systems • Hangar x 
• Substructure x 
• Hangar Doors. x 
• Structural walls and Exterior Coverings x 
Non-structural maintenance and repairs; cleaning: 
• Floors x 
·Ramp Area x 
• Interior walls and partitions x 
Card Readers.& Alarms for Personnel Doors x 
cOnipressors ~ Penthouse Spare & Pump House x 
Diversion ·valve • Washrack x 
Door. Closers x 
Electric Power High Voltage Switch Gear x 
Electric Feed Rails & Trolleys x 
Elevators • Passengers & Freight x 
Emergency Lights x 
Equipment fans x 
Exhaust Fans x 
Floor eoverings x 
Fire Protection Systems: 
• Fire Alarm Bells x 
• Fire ExUngulshers x 
, Fire Prevention lnspecUori x 
• Fire ProtecUon Hose Cabinets. x 
•. Fire Protection System.& 4 Valve Rooms x 
• FoemPumps x 
Fire Water Tanks (3), including Cathodic Protection x 
Grimmer Schmidt Alr Compressor· Penthouse x 
Hangar boors Electric x 
Hazinat Storage Area x 
Hypar Heaters x 
Industrial Waste Sump P~ x 
JQCkey Pump x 
Lavatories • Group x 
Lift, bock Loader x 
Light Poles • Ramp & Parking Lot x 
Monitor Panels x 
Pit Cover & Snubbers x 
Pole Lights & Roof Lights x 
sanitary Waste System x 

· Security Fencing x 
Standby.Generator· Supply x 
Steamcieaner x 
StomJ Drain Systems • Ramp and 2 Lift Stations x 
Suinp Pumps x 
Supply Fans x 
Taxtways Lights x 
Underground Vaults x 
Utility Pit Covers x 
Wall Heaters x 
Water .Heaters x 
Water Traps x 

Note:The parties may change and update this Exhibit from time to time by mutual agreement and such changes shall not be deemed an 
ammendment of this Lease 



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 

San Francisco International Airport 

; 

November 27, 2017 ·~ .. 

~_,.,. ·~ ... · 
..:~:::. .. 

- ... ..,1 (•" ··'··' 

Subject: Modification No. 2 to Lease L04-0058 (the "Lease") with United Airlines, Inc. for 
the Superbay Hangar 

Dear Ms. Calvillo: 

Pursuant to· Section 9 .118 of the City Charter, I am forwarding, for the Board of 
Supervisors' approval, an original single-sided and two single-sided, black and white 
copies of the proposed Resolution, which approves Modification No. 2 to the Lease 
between the City and County of San Francisco, acting by and through its Airport 
Commission, and United Airlines, Inc. 

On September 6, 2016, the Airport Commission initially approved Modification No. 1 to 
the Lease, pursuant to Resolution No. 16-0241, for the recapture ofland. However, this 
recapture was deemed unfeasible due to the presence of existing equipment which would 
need to be relocated. Such relocation was deemed impractical. Pursuant to Resolution 
No. 17-0012, on January 17, 2017, the Airport Commission rescinded Modification No. 1 
and approved Modification No. 2 to the Lease, which provided for: 1) the exchange of 
approximately 1.48 acres of land at Plot 40 for approximately 1.3 acres of an adjacent 
parcel ofland; and 2) the reduction in rent of approximately $25,918.29 per year. 
Modification No. 2 to the Lease will commence on the first day of the month following full 
approval of the Board of Supervisors. 

Following is a list of accompanying documents: 

• Board of Supervisors Resolution for approval of Modification No. 2 to the Lease 
(one original and two copies); 

• Airport Commission Resolution No. 17-0012 approving a rescission of 
Modification 
No. 1 and approving Modification No. 2 to the Lease, with accompanying 
Memorandum; 

• Modification No. 2 to the Lease; and 
• SFEC-126 (Board of Supervisors and Mayor's Office) for United Airlines. 

AIRPORT COMMISSION CITY AND COUNTY OF SAN FRANCISCO 

EDWIN M. LEE 

MAYOR 

LARRY MAZZOLA 

PRESIDENT 

LINDA S. CRAYTON 

VICE PRESIDENT 

ELEANOR JOHNS RICHARD J. GUGGENHIME PETER A. STERN IVAR C. SATERO 

AIRPORT DIRECTOR 

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



Ms. Angela Calvillo, Clerk of the Board - 2 -

The following person may be contacted regarding this matter: 

Diane Artz· 
Senior Property Manager 
(650) 821-4525 
diane.artz@flysfo.com 

Enclosures 

Very truly yours, 

~Ut //)l /1caib JpanCar~ 
(2011 • • s U mm1ss1on ecretary 

cc: Diane Artz, Aviation Management 
Cathy Widener, Governmental Affairs 

November 27, 2017 



FORM SFEC-126: 
NOTIFICATION OF CONTRACT APPROVAL 

(S.F. Campaign and Governmental Conduct Code§ 1.126) 
City Elective Officer Information (Please print clearly.) 

File No. 180010 

Name of City elective officer(s ): . 
Members, SF Board of Supervisors I 

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

Contractor Information (Please print clearly.) 
Name of contractor: United Airlines, Inc. 

Please list the names of (1) members of the contractor's board of directors; (2) the contractor's chief executive officer, chief 
financial officer and chief operating officer;· (3) any person who has an ownership of 20 percent or more in the contractor; 
(4) any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. 
Use additional pages as necessary. 

1.) Oscar Munoz, J. Scott Kirby, Andrew C Levy, Gregory L. Hart 
2.) Oscar Munoz, Chief Executive Officer; Andrew C. Levy, Executive Vice President and Chief Financial 

Officer; Gregory L. Hart, Executive Vice President and Chief Operations Officer 
3.) The contractor is a wholly-owned subsidiary of United Continental.Holdings, Inc. 
4.) None . ' 
5.) United Airlines Inc., Political Action Committee (UAP AC). 

Contractor address: Williw Tower, 233 S. Wacker Drive, Chicago, IL 60606 

Date that contract was approved: I Amount of contract: Annual rent of $3,860,232.58 

Describe the nature of the contract that was approved: 
Modification No. 2 of Lease No. L04-0058 between United Airlines, Inc.,. and the City for the exchange of certain 
land at Plot 40 of the SuperBay Hangar 
Comments: 

This contract was approved by (check applicable): 

D the City elective officer(s) identified on this form 
0 a board on which the City elective officer(s) serves __ S_an_F_r_a_n_c_is_c_o_B_o_ar_d_o_f~S_up..__er_v_is~o_r~s _______ _ 

Print Name of Board 

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

Print Name of Board 

Filer Information (Please print clearly.) 
Name of filer: Contact telephone number: · 

Angela Calvillo, Clerk of the Board (415) 554-5184 
Address: E-mail: 

City Hall, Room 244, 1 Dr. Carlton B. Goodlett PL, San Francisco, Board.of.Supervisors@sfgov.org 
CA 94102 

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

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


