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SUBJECT: COMMITTEE REPORT, BOARD MEETING 
Tuesday, July 31, 2018 

The following file should be presented as a COMMITTEE REPORT at the Board meeting on 
Tuesday, July 31, 2018, at 2:00 p.m. This item was acted upon at the Sub-Committee Meeting 
on Thursday, July 26, 2018, at 10:00 a.m., by the votes indicated. 

Item No. 57 File No. 180211 

Resolution approving Amendment No. 2 to the Specialty Coffee Facilities Lease No. 03-
0069, between Gotham Enterprises, LLC, and the City and County of San Francisco, 
acting by and through its Airport Commission, to extend the term for three years for a 
total term of November 10, 2003, thro·ugh December 31, 2020, with an option for early 
termination, and no change to the minimum annual guarantee of $154,482. 

AMENDED, AMENDMENT OF THE WHOLE, BEARING NEW TITLE 

Resolution retroactively approving Amendment No. 2 to the Specialty Coffee Facilities 
Lease No. 03-0069, between Gotham Enterprises, LLC, and the City and County of San 
Francisco, acting by and through its Airport Commission, to extend the term for three 
years for a total term of November 10, 2003, through December 31, 2020, with an option 
for early termination, and no change to the minimum annual guarantee of $152, 104. 

RECOMMENDED AS AMENDED AS A COMMITTEE REPORT 
Vote: Supervisor Malia Cohen - Aye 

Supervisor Sandra Lee Fewer - Aye 
Supervisor Catherine Stefani - Aye 

c: Board of Supervisors 
Angela Calvillo, Clerk of the Board 
Jon Givner, Deputy City Attorney 
Alisa Somera, Legislative Deputy Director 
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FILE NO. 180211 

AMENDED IN COMMITTEE 
7/26/18 

RESOLUTION NO. 

1 [Lease Amendment - Airport Concession Lease - Gotham Enterprises, LLC - Minimum Annual 
Guarantee $152, 104] 

2 

3 Resolution retroactively approving Amendment No. 2 to the Specialty Coffee Facilities 

4 Lease No. 03-0069, between Gotham Enterprises, LLC, and the City and County of San 

5 Francisco, acting by and through its Airport Commission, to extend the term for three 

6 years for a total term of November 10, 2003, through December 31, 2020, with an option 

7 for early termination, and no change to the minimum annual guarantee of $152, 104. 

8 

9 WHEREAS, On April 15, 2003, by Resolution No. 03-0069, the Airport Commission 

10 approved a settlement of an unlitigated claims, which included the assignment of the Specialty 

11 Coffee Facilities Lease No. 03-0069 (the "Lease") from D. Mitchell Concessions, Inc. to 

12 Gotham Enterprises, LLC, to operate three Peet's Coffee & Tea facilities in Terminal 1 

13 Boarding Area Band Terminal 3; and 

14 WHEREAS, The Board of Supervisors approved the Lease by Resolution No. 142-03, 

15 adopted on June 17, 2003; and 

16 WHEREAS, On April 21, 2015, by Resolution No. 15-0100, the Airport Commission 

17 approved Amendment No. 1 to the Lease, replacing the premises located in Terminal 1 

18 Boarding Area B, and extending the term for the Terminal 1 Boarding Area B location 

19 ("Amendment No. 1 "); and 

20 . WHEREAS, The Board of Supervisors approved Amendment No. 1 by Resolution 

21 No. 304-15, adopted on July 28, 2015; and 

22 WHEREAS, To accommodate the Terminal 3 West renovation, the Airport Commission 

23 approved adopted Resolution No. 17-0318 approving Amendment No. 2 to the Lease, which 

24 extends the term to December 31, 2020, with the condition that the Airport Director, at his sole 

25 
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1 and absolute discretion, may terminate earlier by providing six months' advance written notice 

2 ("Amendment No. 2"); and 

3 WHEREAS, A copy of Amendment No. 2 is on file with the Clerk of the Board of 

4 Supervisors in File No. 180211, which is hereby declared to be a part of this resolution as if 

5 set forth fully herein; now, therefore, be it 

6 RESOLVED, That the Board of Supervisors hereby retroactively approves Amendment 

7 No. 2 to the Specialty Coffee Facilities Lease No. 03-0069 with Gotham Enterprises, LLC; and 

8 be it 

9 FURTHER RESOLVED, That within 30 days of Lease Amendment No. 2 being fully 

1 O executed by all parties, the Airport Commission shall provide a copy of the final Amendment 

11 No. 2 to the Clerk of the Board for inclusion into the official file. 
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BUDGET AND FINANCE SUB-COMMITIEE MEETING 

Items 9, 10, 11 and 12 Department: 
Files 18-0208, 18-0209, 18-0210 San Francisco International Airport {Airport) 
and 18-0211 

~ 

EXECUTIVE SUMMARY 

Legislative Objectives 

JULY 20, 2018 

• The proposed resolutions would approve amendments to concession lease agreements 
between San Francisco International Airport (Airport) as. landlord and (i) · Bay Area 
Restaurant Group, J.V. (File 18-0208); (ii) D-Lew Enterprises, LLC (File 18-0209); (iii) 
lnMotion Entertainment Group, LLC (File 18-0210); and (iv) Gotham Enterprises, LLC (File 
18-0211) as tenants, through December 31, 2020, to accommodate planned construction . . 

in Terminal 3 West. 

Key Points 

• By various resolutions, the Board of Supervisors approved concession lease agreements 
with Bay Area Restaurant Group, D-Lew Enterprises, Edge .1 Cellular {later assigned to 
lnMotion Entertainment Group), and Gotham Enterprises to operate in Terminal 3 West . 

. The leases have all expired and the tenants are currently operating month-to-month. 

• The Airport is planning to renovate and expand Terminal 3 West, including a new 
concessions program. Construction is expected to begin between December 2018 and 
December 2020. The Airport has agreed to lease amendments with each of the tenants to 
remain operating until construction begins. Due to the upcoming construction, the Airport 

. Commission determined that competitive bidding the leases is impractical. 

• The proposed resolutions approve amendments to the leases with Bay Area Restaurant 
Group, D-Lew Enterprises, lnMotion Entertainment Group specifically to the Terminal 3 
location, and Gotham Enterprises specifically to the two Terminal 3 locations, extending 
the terms of each lease through December 31, 2020 .. The Airport may terminate the 
leases earlier by providing six months written notice. The Minimum Annual Guaranteed 
(MAG) rent would not change with these amendments, but continue to adjust annually 
b·ased on the Consumer Price Index (CPI). 

Fiscal Impact 

• Over the approximately two-year and seven-month term of the lease extension, the 
Aii-port would receive at least $1,601,088 in combine.d MAG rent from the four tenants. 
The Airport expects to continue receiving percentage rent, which would exceed the MAG. 

Recommendations 

• Amend the proposed .resolutions to state that the current MAG rent for File 18-0210 is 
$412,485 and the current MAG rent for File 18-0211 is $152,104. 

• Amend the proposed resolutions to provide for retroactive ·approval. 

• Approve the resolutions as amended. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE Sus-COMMITTEE MEETING JULY 20, 2018 

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 

By various resolutions~ the Board of Supervisors has approved concession lease agreements · 
between San Francisco International Airport (Airport) as landlord and (i) Bay Area Restaurant 
Group, J.V., (ii) D-Lew Enterprises, LLC, (iii) In Motion Entertainment Group, LLC, and (iv) Gotham 
Enterprises, LLC as tenants, for retail locations in Terminal 3 West, as follows: 

(a) In December 2003, the Board of Supervisors approved leases with Bay Area Restaurant 
Group, J.V. and D-Lew Enterprises, LLC (File 03-1710, Resolution 775-03}, for terms of 
ten years, each with a two-year option to extend. The Airport executed the options, 
which expired in December 2016, and the tenants have since been operating on month
to-month bases. 

(b) In April 2010, the Board of Supervisors approved a lease with Edge 1 Cellular, LP. (File 
10-0321, Resolution 185-10), for a term of seven years. In December 2013, the Airport 
Commission approved assignment of the lease to In Motion Entertainment Group, LLC. 
In December 2015, the Board of Supervisors approved the First Amendment to the 
lease, correcting the definition of "Lease Year" (File 15-0963, Resolution 487-15}. The 
lease expired on May 31, 2018. 

(c) In December 2003, the Board of Supervisors approved a lease with Gotham Enterprises, 
LLC (File 03-1710, Resolution 775-03) to operate three Peet's Coffee locations in the 
Domestic Terminals, with one location in Terminal 1 and two locations in Terminal 3, for 
a term of eleven years and two months, with a two-year option to extend. In July 2015, 
the Board of Supervisors approved the First Amendment to the lease to accommodate 
construction in Terminal 1, but not altering the terms of the Terminal 3 locations. The 
Airport executed the option to extend, which expired November 8, 2017, and the tenant 
has since been operating t~e Terminal 3 locations on a month-to-month basis. 

The Airport is planning to renovate and expand Terminal 3 West, including a new concessions 
program. Construction is expected to begin between December 2018 and December 2020. 
According to Ms. Cheryl Nashir, Airport Director of Revenue Development and Management, 
the Airport expects to have a more precise construction timeline estimate later in summer 
2018. The Airport has agreed to lease amendments with eac~ tenant to continue operations 
and revenue generation until construction begins. Due to the upcoming construction, the 
Airport Commission determined that competitive bidding for the leases is impractical and 
approved the four lease amendments on December 19, 2017. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE SUB-COMMITIEE MEETING JULY 20, 2018 

DETAILS OF PROPOSED LEGISLATION 

The proposed resolutions would authorize amendments to concession lease agreements 

between the Airport as landlord and (i) Bay Area Restaurant Group, J.V. (File 18-0208); (ii) D

Lew Enterprises, LLC (File 18-0209); (iii) lnMotion Entertainment Group, LLC (File 18-0210) 

specifically to the Terminal 3 location; and (iv) Gotham Enterprises, LLC (File 18-0210) 

specifically to the two Terminal 3 locations. Each lease would be extended through December 

31, 2020, but the Airport may terminate earlier with six months advance written notice. The 

Minimum Annual Guaranteed (MAG) rent would not change for any of the leases, but continue 

to adjust annually based on the Consumer Price Index (CPI). The key provisions of the lease 

extensions are shown in Table 1 below. 

Table 1: Key Provisions of Lease Extensions 

Amendment 

Business Name 

MAG Rent per 
Square Foot (See 
Policy 
Consideration 
Below) 
Square Footage 
MAG Rent 

Percentage Rent 

Extension Term 

Early 
Termination 

MAG 
Adjustment 

Bay Area 
In Motion 

Gotham Enterprises 
Restaurant Group 

D-Lew Enterprises Entertainment 
(File 18-0211} b 

(File 18-0209} Group (File 18-
(File 18-0208} 

0210} a 

No.1 No.1 No. 2 No. 2 

Gordon Biersch Yankee Pier 
In Motion 

Peet's Coffee & Tea 
Entertainment 

$60.33 $60.33 $305.54 $60.12 

2,814 2,425 627 1,865 
$169,769 $146,300 $191,576 $112,115 
8% of revenues up 8% of revenues up 12% of revenues up 8% of revenues up 
to $600,000; to $600,000; to $500,000; 14% of to $750,000; 
10% of revenues 10% of revenues revenues from 10% of revenues 
from $600,000 to from $600,000 to $500,000 to from $750,000 to 

. $1,000,000; $1,000,000; $1,000,000; $1,400,000; 
12% of revenues 12% of revenues 16% of revenues 12% of revenues 
above $1,000,000 above $1,000,000 above $1,000,000 above $1,400,000 
Approximately two years and seven months, from about June 2018 through 
December 2020 

Airport may terminate early with six months written notice 

Adjusted annually based on the Consumer Price Index (CPI) 

a The total MAG for In Motion Entertainment Group's lease, comprising two locations, is $412,485. The 
share of the MAG allocated to the Terminal 3 West location, based on square footage, is $191,576, as 
shown in Table 1 above. The Budget and Legislative Analyst recommends amending the resolution to 
correctly state that the MAG is $412,485, rather than $401,690 as stated in the resolution. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE SUB-COMMITTEE MEETING JULY 20, 2018 

b The total MAG for Gotham Enterprises' lease, comprising three locations, is $152,104 for 2,530 square 
feet for three locations. The share of the MAG allocated to the two Terminal 3 locations, based on 1,865 
square feet, is $112,115, as shown in Table 1 above. The Budget and Legislative Analyst recommends 
amending the resolution to correctly state that the MAG is $152,104, rather than $154,482 as stated in 
the resolution. · 

Retroactive Lease Extensions 

As noted ahove the leases between the Airport and Bay Area Restaurant Group (File 18-0208) 

and D-Lew Enterprises (File 18-0209) expired in December 2016, or approximately 18 months 

ago, and the lease between the Airport and Gotham Enterprises (File 18-0211) expired in· 

November 2017, or approximately 6 months ago. The lease between the Airport and lnMotion 

Entertainment expired on May 31, 2018. In December 2017, the Airport Commission approved 

the extension ofthe four leases through December 2020. According to Ms. Nashir, the delay in 

seeking Board of Supervisors. approval to extend the three leases between the Airport and Bay 

Area Restaurant Group, D-Lew Enterprises, and Gotham Enterprises was due to uncertainty 

about the Terminal 3 construction timeline. 

FISCAL; IMPACT 

Under the four leases, the tenants pay the greater of the MAG rent or percentage rent based 

on gross revenues. Over the approximately two-year and seven-month terms of the lease 

extensions (June 2018 through December 2020), the airport will receive at least $1,377,910 in 

MAG rent. The annual MAG rent paid by each tenant is shown in Table 2 below. 

Table 2: Annual MAG Rent Paid by Tenants 

File Tenant 2018 Rent 2019 Rent 2020 Rent Total 
(7 Months) 

·---!~_::Q?_Q.~--------~~Y.!.-!~~-.~~~~~-'..~.~!.§E.~l:IP. ....... -----·-------$._9..~.~Q.~.Z._. _____ j}_§~'.?77._·-····-~~-§-~!.!?.?_. __ .. _ .. J.~.!~.?~_! __ 
.. _.!~:Q20~---·-···1?..=~-~--~D.!~E!:!~C:~ ... _______________________________ ~~-!_?_:!_§_ ______ }_~-~!~Q~------~-~-~_?g~----·------~7-.?!..~.~?: .. _ 

18-0210 lnMotion Entertainment 111,753 191,576 191,576 494,906 

····---··-----··-···········-~!.9-.~2 __________________________________________________________ ·--··············-·--------········----------------··---·--··--·-···········-··--------··---·---·-··--·-
18-0211 Gotham Enterprises (2 65,400 112,115 112,115 . 289,630 

Term.inal locations) 
Total $361,536 $619,776 $619,776 $1,601,088 
*2018 rent comprises a period of seven months, from June 2018 through December 2018 

According to Ms. Nashir, the Airport expects to receive percentage rent, which exceeds the 

MAG. 

POUCY CONSIDERATION 

In FY 2016-17, the four tenants paid a total of$ 1,921,733 in percentage rent, which was more 

than three times the MAG in FY 2016-17. 1 According to Ms. Nashir, the MAG in the three food 

1 FY 2016-17 rent paid by tenant as follows: Bay Area Restaurant Group- $499,655; D-Lew Enterprises- $603,003; 
lnMotion Entertainment Group-$391,753; Gotham Enterprises-$457,322. 

SAN FRANCISCO BOARD OF SUPERVISORS BU.DGET AND LEGISLATIVE ANALYST 
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and beverage leases for Bay Area Restaurant Group, D-Lew Enterprises, and Gotham 
Enterprises were originally set in 2003, and were set at a dollar amount per square foot, 
increasing annually based on the CPI. However, since MAG rents have tended to be significantly 
less than percentage rents, the Airport now sets MAG rents since the 2016 competitive bidding 
process for each fully leased area, on an average, at 65 percent of projected perce'ntage rent. 2 

According to Ms: Nashir, the Airport did not consider it practical to revise the MAG in the four 
leases for the remaining 30 months under the proposed lease amendments. 

RECOMMENDATIONS 

1. Amend the resolution for File 18-0210 to correctly state that the MAG is $412,485. 
2. Amend the resolution for File 18-0211 to correctly state that the MAG is $152,104. 
3. Amend Files 18-0208, 18-0209, 18-0210, and 18-0211 to provide for retroactive 

approval. 
4. Approve Files 18-0208, 18-0209, 18-0210, and 18-0211 as amended. 

2 According to Ms. Nashir, the Airport revised the MAG .structure fo~ food and beverage leases (but not retail 
leases) in 2016 to equal 65 percent of expected percentage rent. As noted, the Airport did not change the MAG 
structure for the three food and beverage leases that are the subject of this report: Bay Area Restaurant Group, D
Lew Enterprises, and Gotham Enterprises: 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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AMENDMENT NO. 2 TO 
SPECIALTY COFFEE FACILITIES IN THE DOMESTIC TERMINAL BUILDINGS 

LEASE NO. 03-0069 
AT SAN FRANCISCO INTERNATIONAL AIRPORT 

THIS AMENDMENT NO. 2 TO SPECIALTY COFFEE FACILITIES LEASE NO. 03-0069 AT 
THE SAN FRANCISCO INTERNATIONAL AIRPORT. ("Amendment''), dated as of 
-==~~-==,--;-::--=-==--=::--::. ("Effective Date"), is entered by ~d between the CITY AND COUNTY 
OF SAN FRANCISCO, a municipal corporation, acting by and through its AIRPORT 
COMMISSION ("City"), as landlord, and GOTHAM ENTERPRISES, LLC ("Tenant"), as 
tenant. 

RECITALS 

A. Tenant operates three Peet's Coffee & Tea facilities in the Domestic Terminals of 
the San Francisco International Airport ("Airport") under Lease No. 03-0069, dated November 
10, 2003, as amended by Amendment No. 1 dated April 21, 2015 (the "Lease"). 

B. As to Tenant's one Peet's Coffee & Tea facility ill Terminal 1, the Term of the 
Lease expires in or around September 2019, when Terminal 1 Boarding Area B closes. As to 
Tenant's two Peet's Coffee & Tea facilities in Terminal 3 (collectively, the "Terminal 3 
Premises"), ·the Term of the Lease expired on November 8, 2017, and Tenant has been operating 
such facilities on a month-to-month holdover tenancy. 

C. As part of the Airport's ongoing facilities improvement efforts, the next planned 
Terminal 3 renovation will include a new concessions program in Terminal 3 West ("T3 West") 
and between Gates 84 and 90, replacing the stores and restaurants that are currently located on 
the departures level. It is anticipated that base building work will commence in these locations 
sometime between December 2018 and December 2020. 

D. To preserve customer service. and maintain revenue, and to accommoqate the 
construction schedule of Terminal 3 project, City and Tenant have agreed to _extend the term for 
the Terminal 3 Premises to Decem,ber 31, 2020, and modify certain other terms of the Lease as 
set forth below. · 

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

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

AGREEMENT 

·I. Recitals. The foregoing. reqitals are true and correct and are incorporated herein by this 
reference as if fully set forth herein. 

--1-
AmendmentNo. 2 to the Specialty Coffee Facilities Lease No. 03-0069 



2. Term. The Expiration Date applicable to Tenant's Terminal 3 Premises is extended to 
December 31, 2020. City may terminate the Lease earlier, as to Tenant's Temrinal 3 Premises, 
at its sole and absolute discretion by providing six months' advance written notice to Tenant. 
The Expiration Date applicable to Tenant's other Peet's Coffee & Tea facility in Terminal 1 is 
not impacted by this Amendment. 

3. Minimum Annual Guarantee ("MAG"). From and after the Effective Date, the MAG 
applicable to Tenant's Terminal 3 Premises shall be reinstated at the then-current MAG, subject 
to upward adjustment in accordance with the Lease. Tenant shall pay the higher of the MAG and 
the Percentage Rent, as set forth in the Lease. 

4. Refurbishment. Within six months of the Effective Date of this Amendment, Tenant, at 
Tenant's sole cost and expense, shall perform and complete a refurbishment of Tenant's 
Terminal 3 Premises ("Space Refresh"). The Space Refresh sh8.ll be subject to City's prior 
approval and shall comply with all applicable terms and conditions of the Lease. At minimum, 
Tenant shall complete the following work as part of the Space.Refresh: 

a Paint. / 

b. Steam clean the floors. 

c. Stain the wood cabinets. 

d. Clean wood paneling. 

e. Replace the blade sign cover. 

f. Change out burnt light bulbs and repair broken light fixtures. 

g. Replace stanchions. 

h. Add waste trio receptacles with Airport signage for compost, recycling and 
landfill bins in the back-of-the-house area. 

If Tenant fails to complete the Space Refresh by the six month anniversary of the Effective Date 
· of this Amendment, City may impose fines on Tenant in the amount of $100 per day until the 
Space Refresh is completed in addition to pursuing any other remedies available under the Lease. 

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

· ·in interpreting this Amendment. 

-2 -
Amendment No. 2 to the Specialty Coffee Facilities Lease No. 03-0069 



6. Miscellaneous. This Amendment shall bind, and shall inure to the benefit of, the 
successors and assigns of the parties hereto. This Amendment is made for the .purpose of setting 
forth certain rights and obligations of Tenant and City, and no other person shall have any rights 
hereunder or by reason hereof as a third party beneficiary of otherwise. Each party hereto shall 
·execute, aclmowledge and deliver.to each other party all "documents, and shall talce all actions, 
reasonably requested by.such other party froin time to time to confirm or effect the matters set 
forth herein, or otherwise to carry out the purposes of this Amendment. This Amendment may 
be executed in counterparts with the same force and effect as if the parties had executed one 
instrument, and each ·such counterpart shall constitute an original hereof. No provision of this 
Amendment that is held to be inoperative, unenforceable or invalid shall affect the remaining 
provisions, and to this end all provisions hereof are hereby declared to be severable. Time is of 
the essence of this Amendment. This Amendment shall be governed by the laws of the State of 

. California .. Neither this Amendment nor any of the terms hereof may be amended or modified 
except by a written instrument signed by all the parties hereto.· 

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

Ill 

Ill 

...... 
-- 3 --
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IN WITNESS WHEREOF, the parties have executed this of the Effective Date. 

TENANT: 

By:~~~~~-=-----~~~~~~~-

Name: ~efA(..L. ~h~S cs (~~ 
Title: Leo 

CITY: CITY AND COUNTY OF SAN FRA'.°NCISCO, 

AUTI:IORJZED BY AIRPORT 
COMMISSION 

Resolution: 
Adopfod; 

Secretary 
Airport Commission 

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

By:~'\).~ 
Deputy City Attorney 

X:\TENANTs\Gotham_ Meyers\Agr.eemenis\I.03,0069 Amendment 2 F!NAL.docx 

a municipal corporatio:u'? . 
acting by and t1Jrough its Air:port Commission 

Ivar C. Satero 
Airport Director 

-- 4 -
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AIRPORT COMMISSION 

CITY AND COUNTY OF SAN FRANCISCO 
-! .. , f] ") •! 0 

RESOLUTION NO. .l - ~ J l 0 
APPROVAL OF AMENDMENT NO. 2 TO THE SPECIALTY COFFEE FACILITIES.LEASE 
NO. 03-0069 WITH GOTHAM ENTERPRISES, LLC 

WHEREAS, 

WHEREAS, 

WHEREAS, 

WHEREAS, 

WHEREAS, 

WHEREAS, 

WHEREAS, 

RESOLVED, 

RESOLVED,_ 

on April 15, 2003, by Resolution No. 03-0069, the Commission approved a settlement of un
litigated claims which :i:hcluded the assignment of the Specialty Coffee Facilities Lease 
("Lease") from D. Mitchell Concessions, Inc. to Gotham Enterprises, LLC, to operate three 
Peet's Coffee & Tea facilities in Terminal 1 Boarding Area B and Terminal 3, for a term of 
approximately twelve years with one option to extend the term for two years; and 

onMay22, 2009, by Resolution No. 09-0120, the Commission approved the early exercise of 
the sole option to e:Xtend the term of the Lease, thereby extending the term to November 8, 
2017; and " -

on April 21, 2015, by Resolution No. 15-0100, the Commission approved Amendment No. 1 to 
the Lea.Se, replacing the premises located in. Terminal 1 Boarding Area B, and extending the 
term for the Terminal 1. Boarding Area B location to September 2019 when the present 
Terminal I B_oarding Area B closes; and 

Gotham Enterprises, LLC is currently operating its two coffee concessions in Terminal 3 on a 
month-to-month holdover status; and -

the next planned Te!minal 3 renovation will include a new concessions program in T3 West and 
between Gates 84 and 90 as part of the T3 West expansion project, and it is anticipated that base 
building work will commence in. this area sometime between December 2018 and December 
2020;and 

given the impending T3 West project, commencing a competitive pro~ess to select new 
concessionaires is not practical, as there is not adequate time to amortize capital investment in a 
new build-out; and 

extending the Lease for a limited period without interruption prior to the commencement of the 
T3 West project is necessary to preserve customer service and maintain revenue; now, therefore, 
be it 

that this Commission hereby approves Amendment No. 2 -to the Specialty Coffee Facilities 
Lease No. 03-0069 with Gotham Enterprises, LLC, extending the term of both Terminal 3 
locations to December 31, 2020, with a condition that that the Airport Director, at his sole and 
absolute discretion, may terminate earlier by providing six months' advance written notice; and, . 
be it further 

that this Commission hereby directs the Commission Secretary to seek approval of 
Lease Amendment No. 2 from the Board of Supervisors pursuant to Section 9 .1118 of 
the Charter of the City and County of San Francisco. 

I hereby certijj that the foregoing resol1,1tion was adopted by the Airport Commission 
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LEASE AGREEMENT 
FOR 

SPECIALTY COFFEE FACILITIES 
IN DOMESTIC TERMINAL BUILDINGS 

AT SAN FRANCISCO INTERNATIONAL AIRPORT 
MAJOR LEASE TERM SUMMARY 

For the convenience of Tenant and City (as such tenns are defined below), this Major 
Lease Term Summary (this "Summary") summarizes certain terms of this Lease (as defined 
below). This Summary is not intended to be a detailed or complete description of this Lease, and 
reference must be made to the other Sections below for the particulars of this Lease. In the event 
of any inconsistency between the tenns of this Summary and any other provision of this Lease, 
such other provision shall prevail. Capitalized te1ms used elsewhere in this Lease and not 
defined elsewhere shall have the meanings given them in this Summary. 

Effective Date: 

Tenant: 

Tenant's Notice 
Address: 

City: 

I 

--f~-Y-j(....,._,~\/"---'.-f/~0 _____ , 2003. 

Gdham &l+«feD)l , U-c. 
a.J)ftaw{M):- Tiil1 ted liability company 

606 Folsom St. 
San Francisco, CA 94107 
Attn: Glenn Meyers 
Fax No. 415-243-8695 
Tel. No. 415-706-8171 

The City and County of San Francisco, a municipal corporation, 
actir~g by and through its Airport Commission. 

City's Notice San Francisco International Airport 
Address: International Terminal, N01ih Shoulder Bldg., Sth Floor 

P. 0. Box 8097 
San Francisco, CA 94128 
Attn: · Airport Director 
Fax No. (650) 821-5005 
Tel. No. (650) 821-5000. 

Premises: The following three locations in the Domestic Jerrninals (each, a "Space" and 
(§ 1) collectively, the "Terminals") at the San Francisco International Airport, 

comprising 2,3 67 square feet total, all as described on the attached Exhibit A. 

Space 
. T3.2.061 ("T3 Space") 
F.2.084 ("F Space") 
B.2.053 ("B Space") 

Summary, Page i 
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Approx. Square Footage 
415 
1,450 
502 
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Relevant Boarding T3 Space: Terminal 3 
Area(s): .F $pace: BoardingAreaF 
(§ 4.12) B Space: Boarding Area B 

Reference Year 2002 
(§ 4.12) 

Term: Approxitp.ately eleven (11) years two (2) months, commencing on the 
(§ 2) Commencement Date. The Airport Commission will have one (1) two-year 

option, exercisable at the Airpmt Director's sole discretion. 

Commencement September 1, 2004 
Date: 

(§ 2.1) 

Rent The earlier of (a) the date on which the Initial Improvements (as defined 
Commencement below) are substantially complete and Tenant opens for business therem; and 

Date: (b) the date that is ninety (90) days after the Commencement Date. 
(§ 4.3) 

D~cember 1, 2004 (actual date to be inserted). 

Expiration Date: November 8, 2015 
I~ .. 

(§ 2) 

Permitted Use: 
(§ 3) 

Base Rent: 
(§ 4) 

Lease Year: 
(§ 4) 

The non-exclusive sale of food and beverages for immediate consumption, 
paiticularly described on the attached Exhibit C. Without limiting the 
generality of the foregoing, Tenant shall operate the Premises in strict 
conformity with the requirements herein, including-those set forth on 
Exhibit C. 

Per Lease Year (as defined below), with respect to each Space, the greater of 
the Minimum Annual Guarantee (as defined below) or the following sum: 

(a) 8% of Gross Revenues (as defined below) achieved up to and 
including $750,000; plus, 

(b) 10% of Gross Revenues achieved from $750,000,01 up to and 
including $1,400,000; plus 

(b) 12% of Gross Revenues achieved over $1,400,000. 

The period commencing on the Rent CC?mmencement Date and terminating on 
the day before the first MAG Adjustment Date (as defined below), and each 
subsequent 12-month period, commencing on each MAG Adjustment Date 
and expiring on the day before the subsequent MAG Adjustment Date, or · 
expiring on the Expiration Date, as the case may be. 

01 
December :&N:-November 30 (to be inserted upon determination) 
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Minimum Annual 
Guarantee: 

(§ 4) 

MAG Adjustment 
Date: 

(§ 4) 

Rent: 
·(§ 4) 

For each Space, $40 per square foot, subject to adjustments upward as 
described below, and subject to MAG suspension as provided below, as 
follows: 
Space 
T3 Space 
F Space 
BSpace 

Initial MAG . 
$16,600 
$58,000 
$20,080 

(monthly) 
$1,383.33 
$4,833.33 
$1,673.33 

The first anniversaiy of the Rent Commencement Date or the first day of the 
first calendar month following such a~versary if the Rent Commencement 
Date does not fall on the first day of a calendar month, and each anniversaiy of 
such adjustment date thereafter. 
September 1 (actual date to be inserted upon determination) 

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

Deposit Amount: Equal to one-half (1/2) of the then current MAG - $47,340 subject to 
(§ 12) adjustment as provided herein. 

Minimum $295,875 
Investment 

Amount: 
(§7.1) 

Initial Promotional ONE DOLLAR ($1) per square foot of the Premises which equals $2,367. 
Charge 

(§ 11) 

Resolution: Number o.3 ..... OC;%,C\, approved by the Airport Commission on 

~ t '5'"" '2003 . . 

Initial Tenant Glenn Meyers 
Representative: Tel. No. 415-706-8171 

(§ 3.9) 

Other Agreements: Lease No. 99-0292F (A W-80) 
(§ 14.1) Lease No. 99-0292J (AE-20) 

Lease No. 03 --00'-q IT 
\1Ceµ\t tJo". SG.i \ 

Exliibits: A - Premises 
B - Initial Improvements 
C - Use and Operational Requirements 
D - Constrnction Period Operations 
E- Fom1 of Commencement Date Aclmowledgement 
F-1 -Form of Performance Bond 
F-1 - Form of Letter of Credit 
AB such exhibits are incorporated into this Lease and made a part hereof. 

Initial of Authorized Representative of City __ ~\l~;;1-IC __ · ____ U--__ 

Initial of Authorized Representative of Tenant __ (Y __ - ______ _ 
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:L~AS'E AGREE~;Nl' 
]'OR 

-Sf.EC.JAL. TY COFFEE FAClLl'rIES 
IN DOMESllC TERMINAL BUJLl>lNGS 

.AT.SANFI{ANCJSCO 1NTERNATIONA:LAJR;PORT 

THIS LEASE AGREEMENT (this "L~as~"), dated as ofthe Effective Date, is entered 
hito b.y and between Tenant, =and the City and CoU.ntY .of San Francisco, .amuhicipal corporation 
("CitY''), acting by and through its Airp\'nt Co:m:rnisslon .(''Commission';). This Lease is made 
with refote.nce to the following f.acts: · 

A. C#y own$ the. Sa;n Fr@oisqo Interm1t~onal Airport (the "Airp.Qrt") iM-ated ·:in the 
County of San Mateo, State ·of CalifQm:ia, wbi¢h .A.iqJort iS operate.d by .and thr'oli!-j?;h the Allport 
Commisi;;ion (the "CQn.imissfon''), the chj.ef exec:µtive o.:ffic.er ofwhich is t,he A.;i:tp1;ni Director 
('!Director"}. The Airporfs "Terminal.Building Cq.n.iplex" is cmt~µt1y comprised of a 
Tennimil l, Terroinal ·i, T~rtttinal 3~ ·and an J;nt~mation~l Tbtminal, together with -connecting 
concour:Ses, piers_, boarding areas arid extensions thereof: aild satelli,.te buildings· now or hereafter 
constructed. Temrinal 2 is currently closed to the public. Tenant acknowledges that, ii"o:r:p. fune . 
to time, the Airport tlndergoes certain construction and renovation projects, ancJ is c11nently 
undergomg .a master plan .~xpansion program (the ~~Master Plan :E·xpansion'l Unless otherwise 
specified, the tenn "AirpQrt" or "Terminal Bui19.iil:g Complex'' as' used herein shall mean the· 
Aitport. or th.e Terminal Buildirl;g Complex. respeGtively, as the same mayhe expanded, 
contracted-, improye.d, modUied; renovated; or changed in any way. Unless ·othei-Wise specified 
below, refetenQ_es to the '~City" shall mean the City; actin_g by and through its Airport 
Commis.sion. 

ft Tenant desires to-provide and opl~rate the service .described in the Permitted Use 
at the Ahp01t, and City has detennined that such servfoe would be an acpommod.atio11.and 
convenience for airline passengers and the publfo JJ.S:ingtQ.e Tennina1 Bµildipg Complex. 

G. Purnuant. to the Resolution, Cotnmi,ssion bas a.warded th.is Lease to Tenant. 

Accordingly, Tell"ant and City agree as follows: 

1. PREMISES 

1.1 Extent.df L<311.sehold. On the terms, cona;ftj.Qns, ·and covenants :in thi$ L.ease, City 
hereby leases to Tenant and Te.mmt hereby leases from City. th~ Premises. :fu :additio.np Tenant 
shall possess the p.cm..:exclusive right of hi,$fess and egt"yss to and from the Premises :as- may be 
neces:sary on areas designated by Director, subject to AfqJort Rtiles an(j. Regulations, as .!lm~hQ.e4 
fr.om time to time(as aniendec(the ~'Afrport.Rul~s~'), provided that Tenant's e:xer¢ise·of.such 
right :shall not impede tti: interfere tinduly with the oper:a.t:l.on oflhe Airpo1t by City. its te~ants,. 
Cll.Sfome.rs, mid .dthet aQ.thotized occupants. Ten!,lnt. ihi:JJ1 mit,place or 'Install any racks, stands or 
other :display of food and beverage ·or m.erphm;idise? -Or trade fixtµres ill .any .Attport property 
outside the Premises? without .the e.xp:tes.& prior coi1sent ofbirector. In no ev.ent will Tenant 
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engage in any activity on the Aiiport outside the Premises for the recruitment or solicitation of 
business. For purposes of this Lease relating to Tenant's responsibilities, the "Premises" shall 
mean the area(s) shown on Exhibit A, where (a) the exact boundaries are deemed to be three 
(3) inches inside each wall separating the Premises :from the adjacent premises or the external 
Terminal wall, and (b) with respect to the facade and/or wall on the :front of the Premises, 
separating the Premises :from the Terminal common areas, the exact boundary is deemed to be 
the external face of the facade and/or wall. · 

1.2 Relocation, Expansion, C~mtraction. 

(a) At any time during the Term, City may require that (i) Tenant relocate and 
surrender all orpa1t of the Premises (sµch change to the Premises referred to as a "Required 
Relocation"), and/or (ii) the Premises be contracted or expanded (such change to the Premises 
referred to as a "Premises Change") on the terms set forth in this Section 1.2. City shall give 
notice (the "Change Notice") setting forth a description. of the Required Relocation or the 
Premises Change, as applicable, the approximate effective date thereof (the "Target Effective 
Date"), and with respect to a Required Relocation, the location of comparable on-Airport 
replacement premises. The Change Notice shall be given no less than six (6) months prior to the 
Target Effective Date. 

(b) (i) With respect to a Required Relocation, if.the replacement premises are 
deemed unsatisfactory to Tenant, then Tenant may terminate this Lease as to the Space -subject to 
the Required Relocation, by giving notice thereof to City within thirty (30) days after the Change 
Notice is given. In the event Tenant gives such notice of termination, then this Lease shall 
tem1inate on the Target Effective Date, and on such date, Tenant shall surrender the Premises in 
the condition required by this Lease. In the event Tenant elects to terminate this Lease pursuant 
to this subclause (b )(i), then City shall pay to Tenant a Relocation-Related Termination Fee (as· 
defined below) with respect to each Space subject to the Required Relocation. (ii) Provided 
Tenant does not terminate this Lease pursuant to the foregoing, Tenant shall surrender the 
Premises and relocate to the replacement premises on a date (the "Surrender Date") determined 
by City (which shall be no earlier than the Target Effective Date). On the Slirrender Date, 

· Tenant shall surrender the Premises in the condition required below. Jn the event of a i'elocation 
pursuant to this Section l .2(b ), Tenant shall refurbish, redecorate, and modernize the interiors · 
and exteriors of the replacement premises, such that the replacement premises are of at least the 
same quality as the original premises. As part of City's approval of Tenant's plans and 
specifications and Tenant's budget for it's remodeling, City may specify a "Maximum 
Reimbursement Amount." Once the remodeling of the replacement premises is completed, and 
City has approved the work, Tenant must submit to City (i) a certificate :from Tenant's architect 
certifying that the remodeling was completed in strict compliance with the plans and 
specifications approved by City, (ii) copies of paid invoices showing the costs of actually paid by 
Tenant for the remodeling of the replacement premises and Tenant's out-of-pocket moving costs, 
and (iii) lien releases :from all contractors, subcontractors, and materialmen entitled to payment 
in connection with the remodeling of the replacement premises. Following its review and 
approval of those ·submissions, City will reimburse Tenant for all reasonable costs of remodeling 
the replacement premises and mc:rving its food and beverage and other personal prope1ty to the 
replacement premises from the original Premises; provided that in no event will City be required 
to reimburse Tenant for more than the Maximum Reimburnement Amount and :further provided 
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tha~ City m;:i.y, in. City's ·sole ·disc;-;r~~ion,, ma.lee ·S.U9h ;reimbursement qy issuing Tenant a rent 
cwdit In 11.0 ~vent will City he obligated to pay or xeimburse 'T ep.a:µt for any ,other costs or 
expenses, i:b.cli+d.ing business interruption c.osts·. As used :ih this Se~tion 1.2(b), the term 
''Relocatfon-R('{lated Termination "Fee" shall mean the "following amow:it: 

$320;000+ A 
12 

x Number of years between the effective date of termination and 
the Ex;piration Date 

Where ·"A'' eqlJ..als the actual o-µt-9f~poclcet costs of Tenant's fuitial Improvements for such 
Space, as rmisonably·evidenced by Tenant and reasonably approved by Director. 

(c) (i) With rt?sp.~~t to a Pren:d~\;<s .C.f.up;1ge where the s.quare f-Optage of th<? p.rjgh;ial 
Premises will be expanded or contracted by more than ten p.e;tcent(1Q% ), r enant ma:y terruill-ate 
tb±s· Lea.se by givingnptip~ thereof to City within thirty (30) days after· the Change Notice is 
given. In the event Ten:;'int gives such notiee ofterm:ination~ then this Lease shall tehninate on 
the Target EffeGtive ))ate and on such. .date, Tenant -shall siit.render the Premises in the condition 
required b~low. (ii) Provided Ten~nt dcn~s nQt te1Jllinate tb.is.Leasepurs1:1,~mt to the foregoi;ng, 
Tenant shall caµse fiw :p;rem,lses to 'be.¢;xpandt?d or ~onttacted as described frt the Chcinge Nptfce 
pn o;r before the date de.scrib~d. the;reih. As par,t of.Cify's approval of Tenant's plaIJ.s .and -
speciJfo:atioris and Tenant's budget :for it"s. r¢.modelillg, City may :specify a 'Yaximum 
Reitribursetnep.t Am.otint. l> 0.tJ,Ge the: remodeling .of the replacement pre.m;ises is completed, and 
City has approved the work~ Tenant must submit. to City (1) a cer.tifi9ate from Tenimt' s at.cb.itect 
ceififying th!lt the remod.elfug was completed in strict copiplianoe with the plans and 
spe.ci6.Paljons a.J;1prnyed by City, (ii) :copies of paid .:invoice::? showing the costs of actually paid by 
Tenant for the remod~ling of.the replacement p1'ei:n:is.es atid Teuant' s out..:.of-pocket moving costs, 
a1;1.d .(iii) lien releases from a11 contractors, suboo:o.tr-aotors, _imd m.ateria1men entitled to paYJJleiit 
in connection with the remod:eling of the repiace!ll,~nt pr.e:w.ise~ .. Following its review and 
approval of those sµpmfasion$, City will reimhwse Tenant for all mason.able- costs of remodeli:ug 
the r!3plaqem~nt pten;tises and mo'v:ing its food .and beverage and other personal pi"op.e1ty to the 
replacement prerises frotn the e:rlginal Premises; provided that iI1 no event willCity be required 
fo :rdmbut~e Tenant for. more thi;m the Ma:ximum·Reini,hµrsement Amount and fw.iher pmvided 
that City may, .it+ City"s s.9le discretion, make slJ.Oh rehr;tburSeJTient PY issuing Tenant a rent 
oreQ.it. J;n p.o eyent will City be. noligatt?d to pay o;r i'~i;Inburse Tenant for any .other· costs or 
expe~ses, inqlu.filng :Qus:in,ess inte1ru_ption ·costs. . 

cm With. respect to a Required Relocation, the ~ini:p:n:Im k.mual Gqarantee shall 
be increased, or· decreased; ~s the case m_ay l;>e, pto rata, to reflect the increase or decrease, Jt.s t:he 
ca$e may he? in tht< size of the replacement premises compared to the origin.al premises. · 

,(e) With respect tp a Premises ·Chan,ge where the square foot.age 0£ the otlgipal 
ptemises will be expanded or coli{racted by more than ten p~.i;c-ent (1 O~), th~ Mlnjmum .A:tn;nJal 
Guarantee shall \:re im~reas~dJ ·or decreased·, as th;¢ ca;se may be, pro xata to reflect the 'increase or 
decrea"&e, as the -case may be, 'in tlie .size ofthe expanded or c.onttaoted p;retnises compared t0 the 
·original ptemis~s. 

-3-



( 

· (f) At City's option, the parties shall amend this Lease or enter into a new lease 
on substantially the same terms as this Lease or aclmowledge the change to the Premises without 
formal amendment to this Lease, to reflect the Required Relocation or the Premises Change. 

(g) Notwithstanding anything to the contrary herein, City shall not require a 
RequTI:ed Relocation or a Premises Change unless City shall have considered other reasonable 
alternatives and rejected them. · 

1.3 Remeasurement of Premises. At any time and from time to time, DTI:ector may 
cause City to conduct a space audit ptlrsuant to which City remeasures the Premises using the 
Airp01t's then-current measurement specifications. At DTI:ector's request, Tenant and City shall 
enter into an amendment of this Lease reflecting the results of such remeasurement. • 

1.4 Changes to Airp01t. Tenant aclmowledges and agrees that (a) City shall have the 
right at all times to change, alter, expand, and contract the Airport, including the Terminal 
Building Complex; (b) City has made no representations, warranties, or covenants to Tenant 
regarding the design, construction, pedestrian traffic, or views of the Airport or the Premises. 
Without limiting the generality of the foregoing, Tenant acknowledges and agrees that the 
Airport (i) is currently undergoing, arid 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 operationai cpncerns that may affect Tenant's business. 
Although City will use reasonable efforts to-minimize the effect of the Master Plan Expansion 
and other Airport changes on Tenant's business, Tenant aclmowledges that such activity may 
have some effect on retail operations lOcated at the Airport. Such construction and renovation 
programs might involve barricading, materials storage, noise, the presence of workers and 
equipment, reanangement, utility intenuptions, and other inconveniences normally associated 
with constmction and renovation. Although City will use reasonable efforts to minimize the 
effect of the Master Plan Expansion and other Airport changes on Tenant's business, Tenant 
aclmowledges that such activity may have some effect on retail operations located at the Airport, 
and Tenant shall not be entitled to any rent credit or other compensation therefor. At any time 
and from ti:me to time, City may, without the consent of Tenant, and without affecting Tenant's 
obligations under this Lease, at City's sole discretion, (a) change the shape, size, location, 
number and extent of the improvements in any portion of the Airport, including without 
limitation the concourses, piers, boarding areas, retail areas and secmity areas located within the 
Terminal Building, (b) build additional stories above or below the Airport buildings, including of 
the Terminal Building, ( c) eliminate or relocate public entrances to the Premises so long as there 
is at all times one public entrance to the Premises, ( d) construct multi-level, elevated or 
subtenanean parking facilities and ( e) expand or contract the Airport, including redefining the 
Airport boundaries so as to include additional lands within the Airport or exclude lands from the 
Airport or both. Without limiting waivers set forth elsewhere in this Lease, Tenant hereby 
waives all claims against City and releases City from all Losses (as defined below) that Tenant 
suffers or incurs arising out of or in connection with any changes to the Airpo1t or any portion of 
the Airport and Tenant further agrees that Tenant will not be entitled to any rent abatement or 
any other rent relief in connection with any changes to thy Airport or any portion of the Airp01t. 

1.5 Common Areas. The term "common areas" means all areas and facilities located 
within the AiJ:p01t that are designated by City from time to time for the general use and 
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convenience of the tenants of the Airport and other occupants of the airport, and airline 
passengers and other visitors to the Airport such as concourses, sidewalks, elevators, escalators, 
moving walkways, parl<lng areas and facilities, restrooms, pedestrian entrances, driveways, 
loading zones and roadways. City may, in its sole discretion, and without any liability to Tenant 
(a) change the common areas, (b) increase or decreases the common areas (including the 
conversion of common areas to leaseable areas and the conversion ofleasable areas to common 
areas), and ( c) imppse parking charges. City will, in its sole discretion, maintain the common 
areas, establish and enforce Airport Rules concerning the common areas, close temporarily · 
portions of the common areas for maintenance purposes, and make changes to the common areas 
including changes in the location of security check points, driveways, entrances, exits, parking 
spaces, parking areas, and the direction of the flow of traffic. City reserves the right to make 
additional Airport Rules affecting the Airport throughout the Term, including the requirement. 
that Tenant participate in a parking validation program. . 

2. TERM 

: 2.1 Commencement and Expiration. The Tenn shall commence on the 
Commencement Date and expire on the Expiration Date, unless terminated prior thereto as 
provided herein. If for any reason (including,.'Without limitation, the existing tenant's failure to 
vacate timely the Premises) City cannot deliver possession of the Premises to Tenant on the 
Commencement Date, this Lease shall remain in effect, City shall not be subject to any liability, 
and such failure shall not extend the Term hereof: In such event, and provided such delay is not 
caused by the act or omission of Tenant, or Jenant's contractor, employee, agent, licensee or 
invitee (a "Tenant Entity"), the Rent Commencement Date shall be extended to reflect such 
delay. If for any reason Clty is unable to deliver possession of the Premises to Tenant on the 
date that is one hundred eighty (180) days after the Comm~ncement Date, each of City and 
Tenant shall have the right to terminate this Lease by notice to the other. After the Rent 
Commencement Date has occurred, upon Director's request, Tenant will execute a written 
acknowledgment of the Commencement Date and the Rent Commencement Date in the fo1m 
attached as Exhibit E. In the event Tenant fails to execute and return promptly such 
aclmowledgrnent to City, the dates described therein shallbe deemed conclusive: 

2.2 Tenant Improvements and Required Opening Day. Tenant shall (a) talce 
possession of the Premises on the Commencement Date, (b) cause the initial Premises 
improvements (as desc1i.bed on the attached Exhibit B) (the "Initial Improvements") to be 

· substantially completed on or before the Rent.Commencement Date, and ( c) cause the Premises 
to be open for business on or before the Rent Commencement Date. In the event the Premises 
are not open for business on or before the Rent Commencement Date, City will incur substantial 
damages, the exact amount of which are extremely difficult to fix. Accordingly, for each day 
after the Rent Commencement Date until the day on which Tenant opens the Premises for 
business, Tenant shall pay to City One Thousand Dollars ($1,000 (in addition to Rent as 
provided below), as liquidated damages. The parties have agreed that this amount represents a 
reasonable approximation of the damages likely to be suffered by City in the event Tenant shall 
fail to open on or before the Rent Commencement Date. In the event the Premises are not open 
for business on the date that is sixty (60) days after the Rent Commencement Date, City shall 
have the option to terminate this Lease, exercisable by notice to Tenant. 
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2.3 City's Right to Extend Term .. City shall have one option to extend the Term for 
an additional two (2) year period, on the terms and conditions of this Section 2.3 (the "Extension 
Option"). To exercise the Extension Option, City must give notice (an "Exercise Option 
Notice") to Tenant on or before the date that is sixty (60) days prior to the Expiration Date. In 
no event will City be required to exercise the Extension Option. 

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

3. . USE AND OPERATION 

3.1 Permitted Use. Tenant shall use the Premises for the Permitted Use and for no 
other purpose. In the event Tenant desires to use the Premises for any purpose other than the 
Permitted Use (including selling an item or service outside the scope of the Permitted Use), 
Tenant may submit a request to Director. Director may, in his/her sole and absolute discretion 
approves or denies such request. Any such decision shail be binding on Tenant. 

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

3.3 Operation of Business. Subject to the terms of this Lease, Tenant will operate 
Tenant's business in the Premises so as to maximize Gross Revenues (as defined below) and in 
accordance with the requirements set forth on Exhibit C relating to, among other things, food 
and beverage requirements and price requirements. Without limiting the generality of the 
foregoing, .Tenant shall (a) conduct the business in a :first-class, businesslike, safe, efficient, 
courteous and accommodating manner; (b) provide a wide-range of food and beverage products 
of top character, quantity, and quality; and (c) employ sufficient and experienced staff. In the 
event Director shall give notice to Tenant that any of the foregoing covenants (a) - (c) are not 
being satisfied, Tenant shall immediately discontinue or remedy the objectionable practice. In 
addition, Tenant shall render the following public services: malce reasonable change, give 
directions, and assist the public generally. Tenant shall take all reasonable measures in every 
prop~r manner to maintain, develop, and increase the business conducted by it. Tenant will not 
divert or cause to be diverted any business from the Airport.· 

3.4 Use of Premises. Tenant shall use at least eighty-five percent (85%) of the 
Premises for the sale of food and beverages for immediate consumption as set forth in Exhibit C. 

3.5 Hours of Operation. Tenant will carry on its business diligently and continuously 
·in the Premises and will keep the Premises open for business not less than sixtee'n (16) 
consecutive hours each day seven (7) days per week, including holidays. Director may, from 
time to time, change such required hours of operation, in which event, Tenant will remain open 
during such revised hours. Tenant may not vacate or abandon the Premises at any time. 
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3.6 Prices. Tenant's pdces for the food and:beverage comprising the Pennltted Use 

shall be the same or comparable. to prices found in Tenant's menu, if any, and at Tenant's other• 
· food and beverage facilities, or as determined by Director to be comparable, plus a maximum of 
ten percent (10%), and shall otherwise comply with City's Street Pricing Pro gram. 

3. 7 References to Airport. Tenant shall not, without the prior written consent of 
Director, reference City or .the Airport for any pmpose other than the address of the.business to 
be conducted.by Tenant in the Premises, nor will Tenant do or pennit 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. · 

3.8 Other Operational Requirements. 

(a) Tenant must keep the display windows of the Premises and display cases 
suitably tlluminated at all times. 

(b) Tenant must dispose of all trash and debris in areas and in containers 
designated by Director. If City p~·ovides coillmon trash areas, Tenant may request a permit to use 
the same for a charge determined by Director from time to time. Tenant may not place or leave 
or permit to be placed or left in or upon any.part of the common areas or coni.dors adjacent to the 

. Premises any garbage, debris or refuse. 

(c) ·Tenant aclmowfodges that the operational requirements of th~ Airport as an 
airport facility, including without limitation security requirements, are of paramount importance.· 
Tenant acknowledges and agrees that it must conduct its business in a manner that does not 
conflict with the operational requirements of the Airport as an airport facility and that fully 
accommodates those requirements. Witho1:J.t limiting other waivers herein, Tenant waives· all 
claims for any Losses arising out of or connected to the operation of the Airport as an airport 
facility. Without limitation on the foregoing, Tenant must: 

(i) comply with the Airport Rules; 

(ii) cause all deliveries ·and dispatches of food and beverage, supplies, 
:fixtures, equipment and furniture to be made arid conv_eyed to or from the Premises by means 
and during hours established by Director in Director's sole discretion. City has no responsibility 
regarding the delivery or dispatch of Tenant's food and beverage, supplies, fixtures, equipment 
and furniture. Tenant may not at any ·time park its trucks or other· delivery vehicles in common 
areas; and 

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

3.9 Prohibited Activities. Without limiting any other provision herein, Tenant shall 
not, without the prior written consent of Director: (a) use or pe,rmit the use of the Premises for 
the conduct in or on the Premises as an outlet store or a second-hand s_tore; (b) advertise any 
distres·s, fire, banlcruptcy, liquidation, relocation, closing, or going-out-of-business sales;· ( c) use 

- 7-

I 



\ 

or permit the use on the Premises of any pinball machines, video games, or other devices or 
equipment for amusement or r~creation, or any vending maclrines, newspaper tacks, pay 
telephones, or other coin, token, or credit card-operated devices; ( d) cause or permit anything to 
be done, in or about the Premises, or bring or keep anything thereon which might (i) increase in 
any way tl!.e rate of fire ins1;1rance on the Terminal Building Complex or any of its contents; 
(ii) create a nuisance; (iii) in any way obstruct or interfere with the rights of others in the 
Tenninal Build:hig Complex or injure or annoy them; ( e) pommit or suffer to be committed any 
waste upon the. Premises; (f) use, or allow the Premises to be used, for any improper, immoral, 
unlawful ot objectionable purpose; (g) place any loads Upon the. floor, walls or .ceiling which 
endangerthe structure or obstruct the siqewalk, passageways, .stairways or escalators, in front of, · 
within, or adjace:o.t to the Termina1 Building Complex; (h) use any advertising or promotional 
mecllum that may be seen, heard, ·or otherwise experienced outside the Premises (such as 
searchlights, bai1cers or loudspeakers); (i) distribute handbills or circulars to Airport p~trons or to 
cats in the parking lots, or engage in any other advertising in the Aii:port; (j) enga,ge in any 
activity on the Airport outside the Premises for the recrui:tme:p.t or solicitat;ion of business; or 
(k) do or permit to be done anything in any way. tending to injure the reputation of City or 
appearance of the Airpo1i. 

3 .10 Audit pf Operations. At any time and :from t~m.e to time~ City m.ay conduct an 
audit of Tenant's operations at the Airport (in addition to City's right to audit pursuantto 
Section 4.1 [Books and Records.; Audit Rights] hereof) to confinn that such operations com.ply 
with the requirements set forth herein. Tenant shall cooperate with such audit. fu the event such 
audit shows that Tenant is not complying with such 1'equirements, without limiting City• s aqility 
to call a default .hereu;nder, City may require that Tenant rehnburse. City for the costs of such 
audit. Tenant shall promptly remedy f.lllY noncompliance shown in any such audit. 

3.1.l Representative of Tenant. Tenant shall .at all reasonable times retain i:q. th~ 
Te1mjnal Building Complex at least one qualified representative authorized to represent and act 
for it fu. matters pertaining to its operation, and shall keep Director informed in writing of the 
identity of each such person. The initial person so designated is theJnitial Tenant 
Representative. · 

3.12 . InvestigationReports. Tenant$hall, ifrequiredbyDireQtor, employ, at its· own 
co.st and expense, an investigative organization approved by Director for the pui:pose of maldng 
investigations a:p_d obs~rvations and preparing a written report .o:fthe canying out of any pricing 
policies, revenue pontrol,, and operational techniques being ·used on the Premises, Tenant shall 
pause such invef!tigation and observation to be made at such reasonable times mid in the matlller 
directed by Director, .and the investigator shall deliver forthwith to Direct9r a true and complete 
written copy of any such reports made to ·Tenant. 

3, 13 Compliance with Laws, Tenant shall prompt1y, at its sole expense, cause thy 
Preplises '(:including any permitted Alterations (as denned below)), and Tenant;s µse qfihe 
Premises and operations· therein, to comply at all tim:es with all.present and future federal, state. 
and local laws~ as the same may be amended ;from time to time, whether foreseen or uttforesee:i:l, 
ord.Uiary as well as .e:x:tra9rdip.ary, fu,cl"Q.ding all laws relating to (a) health and safety; (b) disabled 
access, includil1g the Americans with Disabilities Act, 42 U.S.C.S. Sections 12101 et. seq .. and 
Ti.tle 24 ·of the Califomia Code of Regulations (collectively "ADA")3 ( c) B~ardo:us Materials (as 
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de:fin~d bylgw),; an4 (d) ftr.e $prlnld¢t;; s~isn.ri.c retrofit, md oth~tb,uilding code requirements· 
(collectively "Laws"),. anu the Airpott's Tenant lrhptovement Guide, inclu:dingtjie Tenant 
Design Criteria, as aniended.,from time to time (as ·ame:(l.ded, the "Ail'.pott's Ti Cuide;'), and the 
Alrport Rules. The parties acknowfoQ:ge :and a:gree that T¢nant• s .ohligatio:o. to com.ply with all 
Laws, the Airport's TI Guide,. and the Airport Rules, is a :rµateri;ll part of the bargained for 
consideration tmd¢r this Lease, Notwithstanding 'thy f<:rt.egi'>fug; this Section 3 .13 shall nqt 
impose o;n Tenant ·a.try liability to male~ any strn¢tural altetatfoins. to the Tennjn;tl' s toof, 
foi!nd~titm, beafillg· and exterior ·wal1s: arrd subflrYetl:ng; ot heating, ventilatingi air conditioning, 
plru;llbfugj eteotiical, :fire proteoti:o:n, life safety,. security and other mechanical, electrical and 
comn11;1liioatfons systems of'the T~~'.l}a:l (col1ectiv<?1Y ''ill!Ildi~g Systems';), except to the· f)xtent 
the &an;re l.s (x) :installed by Tenant pursuant to. Seqtj:on8. [Utilities]1 or othe1wii;;e, or 
(y) necessitated by Tenant's Alterations or by any act or omission 'of Tenant or any Tenant 
Entity. 

3 :14 Consmrct:lon:Pedod C)'pt';)tli).tions: .. I:iJ. the :event Tt;mapt desfres tq conduct ~ny 
opetattons prt6rto the Rent Cbttni1~~cement Date~ Stith ·operations ~hall qe governed by the 
provisions on Exlti!Jit D. · 

3.15 Fuel System. Tenant.acknowiedgesthat;(;ifybas grantyd, ormi:tyin the future 
grant, to a party the sole and :y:i:cclusive.right to op:erate a fuel system on the Airport. In suoh 
event, Tenant acknow1e:dges and agrees that; to ihe extent it desites to receive distribution of jet 
fuel on Afqmrt premises·, it mu,st receive such distribution :from such party, onfae forms and 
conditions established qy .such party. Ih no event will Tenant have.any right to operate a 
competing fu((l system at the Airport,. · 

4. RENT 

4.1 Defm.ltions, for p:urpos:es o:fthl.s Lease, tlre following Gapitaljzed te:ons shall hav~. 
the fo11ow3ng meaillhgs: . . 

(<t) "Gross Revenues~· means: 

(i) The retail price of all food and beverage sold and services rendered 
in, on, about or from the Preroise!l, whether operated by a subtenan.t or a concessionaire, or by 
·any other pe:i;son or entity, as mayheri;')in be provlde~ whether -strch sales· be foi- cash bt .Qn 
credit, and in case of sales on credit, whefuet or not payment is 'actJia1lymade; proyided, 
however., that in the eY¢nt :food ~nd b\:lY.ei:~gt:: is ret.µrned by a .Qu!>to:mer. and tP.e ~.a,l~ is cal).celed, 
the selling·prlce shall be ex.eluded~ plqs, · 

(ii) The full at1mu:n:t of all d~posits forfeited by customers in 
connection with any business of Tern,mt in, Ori.; ~~oµt or Jrow Ute Pre.prises;. plu,s;, 

(ill) The full amount of all orders for gouds or services accepted by 
Tenant if, .orr, about or from the Ptem:faesr whether nr not to be filled or pet.formed at ,any:.other 
place, and the full amount of all orders accepted by Tenant elsewhert::. bufto be filled or 
pe1fonned in,. on, ·about or from the Premises. In 4ete.u.ni:vl:og Gros13 Reve:r+.ue.,s., q:-¢tail sales tm~:~s 
shall :not be hw1µc;h:~4. 
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(iv) The n~fail price of all fodd and beverage orders placed on the 
. Premises from Tenant's catalog. 

The following shall-not be· hiclucled in '~GrQsS Revenues.,: 

(I) Arty exchange of food and beverage between stores of Tenant 
where such exchange is made solely for the convenient operation 
of Tenant's busines.s and not for the purpose of consumrp.ating a 
s_ale made hi, at or from.the demised pre~is.es, or for the purpose 
of depdving City of the benefit of sales which would otherwise be 
made in or at the Premises. 

(U) Returns to the shippers or manufacturers. 

(III) Cash or credit refunds to .customers on transactions (notto exceed 
the actual selling price of the item returned) othl(rwise-:included in 
Gross Revenµes. 

(N) Disoount sales to employees. 

(b) "Consumer :Ptice Index" means that index published by the United States 
Department of Labor. Burea1;1. of Labor StaJisticfl known as "Food Away from.Home 
Metropolitan San ~ran.cisco-Oaldand-San Jose Area, California." In the event such index is 
discontinued, then "Consumer Price Index" shall mean an index chosen by Director which is, 
in Director's reasonable judgement. comparable to the hidex specified above. 

( c) "MAG Adjustment Date" means the first anniversary of the Rent 
Commence:i;nent Date, or the fir.st day of the first calendar month following such anniversary if 
the Rent Commencement Date does ·not fall on the first day of calendar mon~ and each 
anniversary of such adjusbnent date thereafter. 

(d) "Base Index'' .means the most recent Consumer Price Index published 
imme.di_ately prior to the Con;nnencement D~te. 

( e) "ComparisQn Index'; me.ans the :most rec;ent .Consumi:ir Price Index 
published ±rnine<liat.ely prior to each ¥AG Adjustment Date. ' 

(f) ''Enplanements" means the total number of' passengers boarding airline 
.carriers. 

(g) "Base Year EnplaQ.ements" meaus :th~ total Enplaneinents for the twelve 
month period preceding the Commenoement Date . 

. (h) "Coihparison Year Enplanements" mean the total Enplanements for the 
twelve month period preceding each, MAG Adjustment Pate, 

4.2 Adjustments to Minimum.Annual Guarantee. O:n each MAG Adjustment Date,. 
the Minimum Annual Guarantee will be.adjusted, as follows: if (a) the Comparison Index shall 
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exoeeQ. the :Si;tse Jud.ex; ·and .(b) Comparison Yea.;i· Enplan~m.ents ,equql pr ·~xpee<i B.ase Yem· 
Enpli:i:nebi~nt~q th~n the Min1m1Wl ~µal .(}l;larffnte~~ .with resp.e~t. to th¢ \lp.ctimin;g Leas¢ Year 
sh~ll be ino:tea~ed' to equal thee following amount; . 

illitialMAG x Comparison Index 
·Base Io.de.¥. 

If (i) the Comparison ln.dex shall eX.¢¢e:t:l tM Bas¢ Ind~~ .atid (ii) Gorµp,tti1son Yem: 
Enplanement,s a;r:e less than.BaS:e Year Enplanements, then the· :Minimum Annual G-uµrantee with 
resp~e;t to the upG:omin~ ·~ea,se Year -shi.Ul he increai;;ed t~ t?q11ai the fq]Jowi,Qg aw9unt: 

·b.Utia1MAG x Cpmparison Index x 
'.Sase Jndex 

Commnison Year Enplanetnents 
· · IIase Year Enplanements · 

Notwithstanding anything to the contrary herein, hi nQ eY~ntwill thY. M.inimum Annual. 
Guatantee .for an.y Lease.Year of the 'Terpi P!f fowe:r than th~. Mioiinum A.nnual Guarante'.e· with. 
re$pect tp the p,rior L¢aSe Year.. 

4.3 Monthly .. Rent Payments, Tenant shall pay,, as rent ·for the Pretnis:es, estllu?J.te¢1 · 
monthly Base R.en~ in ·ady~nce on or be'.fort't the first (lstj clay :~Yf~.aci.i ca1etidar month ·qf the 
Tern1 ;fl$' set forth below: 

(a} Qn or b~fote tlie Rf).tit Co~e:hoement bate and the first :(1st) day ofea:ch 
calendar m.on.{b: thereaftet, Tenant sball pay the ctme1it 1'.n9Ath1y M:W:b:nu;i:n Annual Gm!:1:antee.. If 
the Rent Ccmtrrtencement Date :oc9urs on ·a date other than the :fir.st day of"a calendar month, then 
the wo:J;i.thly Minimu.rn _Amn.i'al Guarantee for such first month (the ''First :Month") shall be 
prorated based: b;n a 30:.,day munth. 

(b Y On or before the twentieth (20tb,) clg;y of-e~oh c;:al~ndar month -after the First 
Month. concµrrently with its slibrpjssfo:n .of the Sales lleporls described below covering the ptior 
calendE!t month; Tenant shall J:liiY to City the de'ficief.loy:, Lf ·any, between the Base Rent payable 
by tenant-with respect to such prio:r calendar month (based nn the 'Gross Revenues aohiev~d 
with respect to su6h prior month), artcl the amount actuaUy pai~. by t~.P.®t pursi;umt tq t~e. 
fotegairtg subsection (a) with tespeot 'to sµch month, · 

{c) All payme;nts hereunder shall be paid -at the .office of Director, or at such other 
place· as City may from t:Une to tWre designate in writlhg . 

.(d) Ure Minb;nµm Annual Guar~tee X¥ith re·spect to the first and last Lease Years 
9f tne Tenn will be prorated, b::tsed. on ~ 36$ ... day year; Without limiting the ,generality· bfih.€1 
foregoil.lg; 1~s :the lrtithil MAG is au antiual amount, fue Minm1utn.A:tinual Guarantee with respect 
to the .first l.;e.a13e Yeat shail be prorated,,, based on a'36S-day year, to r:efleot the fact th£!.t :t:he fust 
Lease Y eat' shall be less th.mi a full 12-m<.mth pe.rfo<i. ' 

{e) All Rent shall be ,paid in lawful m<tne;y of the· United States;, -:free from all 
claims,; deml:lllds1 s<:;toffs_; or :¢O;Uiiterc1ahns of ao,y kind. 
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(:f) Any Rent not paid when du~ sha11 be.-subjecf to a service charge equal to the. 
lesser 9f the rate of one and one-half percent {1 "%%) per month, and the maximum rate permitted 
by law. Acceptance of any servioe charge shall not .. constitute a waiver of.Tenanf s default on the 
overdue ani..ount or prevent City from exercising any of the other rights and remedies available. to 
City. . , 

4.4 Sales Reports. On or before the twentieth (20tq.) day of each calendar month 
after the First Month, Tenant shall submit to City a report (the ''Sales Repo:rf') showing aJl 
Gross Revenues achieved with respect to the prior month, segregated by each source or general 
type of article sold or service rendered. Such.report shall be certified as being true and correct 
by Tenant l'µld shall .otherwise be in form -and substance satisfactory to Director. As described 
below, City shall have·the1ight, :in addition to all other rights herein, to impose a fine in the 
event Tenant shall fail to submit such Sales Report t:irhely. 

4.5 Annual Repmt and Adjustment. Withfp. ninety (90) days after the end of each· 
Lease Year, Tenant shall -submit to Dir~ctor an unqualified year-end :financial report certified by 
a Certified Public Accountant or a year-end financial report certified by Tenane s chief :financial 
officer if suoh officer is approved by Director, showing Gross Rev:enues achieved with respect to 
the prlor Lease Year. If sqch report shows that the total Base Rent actually pai9- by Tenant with 
respect the prior calendar year was less than the Base Rent payabie with respe.ot to such year, 
then Tenant shall immediately pay to City such deficiency. If such report shows that the Base 
Rent actually paid by Tenant with respeot to .such prior Lease Year exceeded the Base Rent 
payable With respect to such year, then such excess shall be applied as a rent credit to amounts 
next contlng due. Notwiths.tanding. anything to the wntrary hereip., in no event will the Base 
Rent payable to City l?e less than the Mipinium Annual O:uarantee. In, adµition,. Tenant shall 
submit to City suoh other financial or other reports as. Director may reasonably require. 

4.6 Cash Register Reguitements. Tenant ,shalt mstall in fhe Premises ilt least one cash 
register. Such cash register and any other c;:is.h register used on the ;J?remises sl).all he of a type 
approved by Director jn w1jtjng and shall register every transaction made in, on, about or from 
the Premises, .including every type of Gross Revenue, and the tape of each said cash register shall 
be accessible to and subject to inspection by Director or his/her agent. City may, at its option, 
require all such cash registers to be locked and accessible only by the use of.one key in the hands 
of .City. All cash receipts must include Tenant's ide:Q.tification thereon. Each sale or other 
u·~s~ction h1 the Pre:t;l)ises must be xecorde:d at the time-of each sale w otb.er transaction, in the 
presenc~ of the custoni~r; all receipts from such sale or other trmisaction, whether for ,cash, credit 
or otherwise, in a cash register or cash registers (including ·computerized cash registers or other 
similar electronic devices) setvfoed by an established agency approved by Director. Mechanical 
·cash register( s) mqst hfl.Ve a non-resettable- cumulativ~· total, a ~etail audit tape, a tr.ansaction 
mµnber with a four-digit capacity,_ an indicator readily visible to customers as the amount mng, 
-an.d. a sev!'.'n-digit cumulative. capacity or greater, ·as determined by Director based ·on the type of 
business, with a four-digit ovem:i:Ii counter. Tenant must furnish t-o City a statement :from an 
established agency that the transaction number, the cumulative total and the overrun count((! 
have.been sealed ,in a manner :approyed by Director. If COl'.Il;pUterized cash registers or other 
similar electrol)io deyices are used, that system must accurately record all sales at the Premises 
·and be no :more subject to tampering than mechanical ,cash register(s). Upon the installation or 
removal of any cash register (including computerized cash Tegisters or other similar electronic 
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devices): tisyd in th.¢ :Pr<?l'Pis.es, Tenant :tP.ust lin:QJ.edhitely furnish. to :Oiteclp;r n.:o#Pe.:lp. writing . . . ' 

sfati4g mak~~ wod~l :b.umhet~ se:dal nu.mber· and 'Cumulative total rea4irig and (W\;JtrUn ,c_pµnt6;lt 
reading .ofthe -cash;tegister(s) (mcludifiig: c.ompute,riZe.d c.ash registers or .other similar electronic 
devices). Any repair agency employed to tepfilr or .r.~plac\;l· any casb. register (tnciudi:.ug 
pomputeri.zed caJ!lh registers· or 9th<?r similar efoctrnnio devices if used) :in the Premises is hereby 
authonz.~d and direct~d to di1>clos¢ and furnish. to City or its @Jlitpxs ·a;)]}Y hl;fo;r;mation obtained 
by-the. .age.ttGyin the co.urs¢ oftnalting suoh.r~pair otreplacetn:¢n.tperta,J:rdp:g[t.q said ¢a:sht~gi.st.et. 
'(iticlttdifig .oomputerized cash tegish~:rs or otb~r Similar .(?l~cih~:otc. d:tw'ice~ ifu.seq), Efi:ch 
customer' m.ust be issued a receipt or sales slip fbr each trattsacti.on, w.hich ttansa©tJon must be 
recorded either b11 seriaUy nu:tt\'h¢.~ed sale.s: slips pr o;;ish r~gister t~p.es, City -shall)i:ave the right 
durirtg buswess hours. to ~xamine 'the totals .ofthe cash registerfs) (in,clµ@µg, ~Qm.p:uteri#t::d cash 
registers or othersU:o.ilat electronic devices if used) used in the P,remises·.and to iri.spe(:l for, 
complianc.e with this secti@n. City shall have the. option to ::irhpl¢mertt a ooinmo.h "'po.int o:f sal!#' 
·syst€l11, lf such uption is €xerpised, Tenant must, at its cost, putchase atid :install the U€oes·sary 
e.qm_wment, tntl.n if~ employees;; and thet~.af;ter U:SY., -sueh. eqmp:qrent to take part in :such system. 

4. 7 Books and.Records; Audit Rights. 

(a) Te+iatJ.t shEJ.lhnffi.At.~ for a period:of five($} years a;ft.er the Expir!:ltionDate, 
.or, .in t]+.e .event of a claim by,Cify:, µntil such C;'l}aim. of·City fo~ Jn(ym~nts hereun4er sh~U hiwe 
be·en fully .asc.e:r'l:.ained, fixed and paid, lilepa!.'ate and ac.curafo .d::i:ily.reco.tds of Gr.Qss R.evenues~
whether for cash, credit, or. otb.erw-ise, Tenimt must r~quire. eaoh subtenant, po:ttc.essionaire~ . 
licensee, .and ;~ssignee to maintain the. same t€cords. All such books aiid records shall be kept jn. 
iwcordanc~, with ~·g~nerally ac:cepted accounting prlnciples1

', consistently app1ied, showing ip. 
detail a,11 pµsmess do:p.e ~r tran.sact~il ;W, -on, l;lbout or $._:qtn. o;r petta:inmgto th~ )i>repJises ... &li-4 
Tenant .shall ¢.nter all receipts arising ftorn s.uoh busfoess in regular books Qf account, an.d all 
entries in any such records or books shall be made at or about the ti.rn~ the transaction!> 
tespectiv.ely occur. The books and .source docutnehts to be kepfhy ·rrenant must include teoords 
pf mv.entor:i~s and n:ceipts of food and beyerage, qaily receipts from all sales and other pertinent 
orig{ual s.!)1e1>. reoord.s atJ.d re.cords Qf:<UlY other tnttJ.Saotions ci:>ndiicted in or trQru the .. Prep.:!is,es by 
all persons~ or entities conducth;1g business. in or frnm the Premises. Pe:dfuent original sales 
records include: (i) cash register tapes, including tapes from tem,poratytegisters, (i~) serially pi-e
numbered sales slips, (iii) the original records of all mail arid telephone otdets at and to the 
Premises, (iv) sefflement report 'Sheets .of transactions with subte~ts, ooncessionf!ires, licensees 
and assignees, (v) ~Qtigina1 r.ecordi;i in:dicatinithat food and beverage ret.urn9d.by qust<:>tn¢rs was 
purchase:d .at the Premises by -such customers, (vi) m.emorartdum. ;receipts· or other records of food 
:ahd beveta,ge taken :0ut on approval, (¥ii) detailed original records er any exclusions or 
deductions· from Gross Revenues~ {viii} sales tax records, and '(ix) all-othet sales re<mrds,. ifaey; 
tP.at wmild ·normally be exam}ned PY an in!fependent fl.C9ountant pµrsui:wt to. gen:e;raily accepted. 
auditing -standards in perfor.rrrin:g an audit of Gross Revenues. Tenant tn.ust keep the reqµh'ed 
books1 source documents and re.cords of Gross Revenues available for inspection by City and.its 
agei:l.ts' and e:r,rtploye.es .at the P.tenrls.es. :or at another locatio:o. wthb1 ±he continental United States 
at an times during n'igrilarbusiness hours. In additi'on., Tehant shall maintain J.i:J.Oiithly '.and atm.iial 
.reports ·of :Gr:os~ Rev-enues der'ived from its -operation -under tb±s Lease,.·usin.g a fotn.1 and method 
as is Cfuected byDtrector. Sucth fontis iand ni~tirod~s shall be: emplpyed by Ten.ant th:r.o:ughouHhe 
terni oft.bis· Leas'e·. Up.on Dfrector''S wtltten request, T~nant shall make available Iln:o:i~diately to 
City a:'ndior its auditors any and all books, records and accounts pertaining to its operations under 
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this Lease. The intent and purpose of the provisions of this section are that Tenarit shall keep 
and maintain records which will enable City and City's Controller to ascertain, determine and 
audit, if so desired by City, clearly and accurately, Gross Revenues achieved, and the adequacy 
of the form and method of Tenant's reporting thereof. 

(b) Should.any examination, inspection, and audit of Tenant's books and records 
by City disclose an underpayment by Tenant of the total Base Rent due, Tenant shall promptly 
pay to City such deficiency, and if such deficiency exceeds two percent (2 % ) of the total Base 
Rent due, Tenant shall also promptly reimburse City for all costs incurred in the conduct of such 
examination, inspection, and audit. Further, should any examination; inspection, and audit of 
Tenant's books and records by City disclose an underpayment by Tenant of the total Base Rent 
due and such deficiency exceeds five percent (5%) of the total Base Rent due, City shall have the 
1i.ght to terminate this Lease. In the event that City deems it necessary to utilize the services of 
legal counsel in connection with collecting the reimbursement for such examination, inspection, 
and audit, then Tenant shall reimburse City for reasonable attorneys' fees and litigation expenses · __ 
as part of the aforementioned costs incurred. 

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

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

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

4.11 Nature of Lease. Under no circumstances will City be expected or reqliired to 
make any payment of any kind _with respect to Tenant's use or occupancy of the Premises, except 
as may be otherwise expressly set forth herein. Except as may be specifically and expressly 
provided otherwise in this Lease, no occurrence or situation arising during the Term, nor any 
present or future Law, whether foreseen or unforeseen, shall relieve Tenant from its liability to 
pay an of the sums required by this Lease, or relieve Tenant from any of its other obligations 
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under this Lease, or give Tenant the right to terminate this Lease :in whole or :in part. Tenant 
waives any rights· now or hereafter conferred upon it by any existing or future Law to terminate 
this Lease or to receive any abatement, dim:inution, reduction, or suspension.of payment of such 
sums, on account of such occurrence or situation. Except as otherwise expressly provided herein, 
this Lease shall cont:inue in full force and effect, ·and the obligations of Tenant hereunder shall 
not. be released, discharged or otherwise affected, by reason of: (a) any damage to or destruction 
of the Premises or any portion thereof or any improvements thereon, or any taking thereof in 
em:inent domain; (b) any restriction or prevention of or interference with any use of the Premises 
or the improvemynts or any part thereof; ( c) any bankruptcy, :insolvency, reorganization, 
composition, adjustment, dissolution, liquidation or other proceed:ing relating to City, Tenant or 
any constituent partner of Ten.ant or any sublessee, licensee or concessionaire or any action taken 
with respect to this Lease by a trustee or receiver, or by any court, in any proceeding; ( d) any 
claim that Tenant or any other person has or might have against City; ( e) any failure on the part· 
of City to perform or comply with any of the terms hereof or of any other agreement with Tenant 
or any other p·erson; (f) any failure on the part of any sub lessee; licensee, concessionaire, or other 
persori to perform or comply with any of the terms of any sublease or other agreement between 

. ·Tenant and any such person; (g) any termination of any sublease, license or concession, whether 
voluntary.or by operation of law; or (h) any other occurrence whatsoever, whether similar or 
dissimilar to the foregoing in each case whether or not Tenant shall have notice or knowledge of 
any of the forego:ing. The obligations of Tenant hereunder shall be separate and independent 
covenants and agreements. Tenant hereby waives to the full extent pennitted 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, tenn:inate or surrender this Lease or the Premises or 
any part thereof, or to any abatement, suspension, deferment, diminution or reduction of any rent 
hereunder. 

4.12 Severe Decline :in Enplanements. 

(a) Defined Terms. For purposes of this Section, the follow:ing capitalized 
terms shall have the following meanings: 

(i) "Relevant Boarding Area" shall have the meaning given it in the 
Summary. 

(ii) "Enplanements" shall have the mean:ing given it in Section 4.1. 
For purposes of this Section 4.12, all Enplanement comparisons shall be done by Relevant 
Board:ing Area. 

Reference Year. 
(iii) "R~ference Month(s)" shall mean the correspond:ing month in the 

) 

(iv) "Reference Year" shall have the meaning given it in the 
Summary. 

(v) "Percentage Rent'' shall have the meaning given it in the 
Summary. 
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(vi) "Severe Decline in Enplanements for Three Months" shall mean 
that the actual Enplanements achieved during a one month period is less than 80% of the actual 
Enplanements of the saine Reference Month in the Reference Year, and such shortfall continues 
for three (3) consecutive months. 

(vii) "Enplanement Stabilization for Two Months" means that actual 
Enplanements for a particular month equals or exceeds 80% of the actual Enplanements of the 
same Reference Month in the Reference Year, and such threshold·is achieved for two (2) 
consecutive months. 

(b) MAG Suspension. If at any time during the term, there is a Severe Decline in 
Enplanements for Three Months, then the MAG shall be temporarily suspended as follows: 

(i) The MAG suspension shall be effective on the first day of the 
month immediately following the Severe Decline in Enplanements for Three Months. 

(ii) . During such MAG suspension period, Tenant shall be required to 
pay only the Percentage Rent, unless and until the MAG is reinstated as provided below. On or 
before the 20th day of each month, Tenant will submit to City a Sales Report showing Tenant's 
Gross Revenues achieved with respect to the prior month, together with the Percentage Rent 
calculated on such Gross Revenues, cumulated by Lease Year. 

(iii) If the Lease provides that the Percentage Rent is based on a tiered 
gross revenue structure, for purposes of determining the Percentage Rent payable, the annual 

·Gross Revenues shall continue to cumulate as provided in the Lease. For example, if Tenant's · 
Lease Year is November 1 through October 31, then for purposes of calculating Percentage Rent 
for April 2003, all gross revenues achieved to date (from November 1 through April 30) will be 
cumulated. · 

( c) MAG Reinstatement. Once there is Enplanement Stabilization for Two 
Months, then the MAG is reinstated, and will continue unless and until there is another Severe 
Decline in Enplane:nients for Three Months, as follows: 

(i) Such MAG reinstatement will be effective on the first day of the 
month following an Enplanement Stabilization for Two Months. 

(ii) In the event the MAG is reinstated after the commencement of a 
"Lease Year" or other period of time for annual gross revenue accumulation specified in the 
Lease, the MAG will be pro-rated accordingly .. 

( d) Determination of Enplanements and "True-Ups." The parties acknowledge 
that Enplanements for a particular month are not usually determined as of the first day of the 
following month. Accordingly, unless and until the MAG is suspended as provided herein, 
Tenant shall continue to pay the MAG as and when required hereunder. If and when a MAG is 
later suspended pursuant to Section 4.12(b ), then City shall issue a rent credit to reflect any 
resulting overpayment in rent. If and to the extent Tenant has any outstanding obligations to 
City hereunder, City may decline to issue such rent credit or reduce the rent credit by the amount 
outstanding. If and when the MAG is reinstated, Tenant shall pay to City within five ( 5) days 
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after City shall have given notice to Tenant of s:uch reinstatement, the deficiency, if any, between 
the Percentage Rent paid by the Tenant and the MAG, for the month(s) following such 
reinstatement. 

( e) Enplanement Determinations. Director shall have the sole discretion as to the 
Enplanement calculations, and whether there exists a Severe Decline in Enplanements for Three 
Months and/or an Enplanement Stabilization for Two Months: 

(f) No Effect. The MAG suspension shall have no effect on (i) any adjustments 
specified in this Lease to be made to the MAG, including those based on increases in the 

. Consumer Price Index; or (ii) the Deposit Amount. 

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

(h) Subtenants. Without limiting the provisions of Section 5 [Assignment or 
Subletting] if Tenant subleases any portion of the Premises, Tenant shall offer to such . 
subtenant(s) the same types of MAG suspension as are provided herein. 

(i) Example; The following is intended merely to provide an example· of the 
mechanics of the foregoing provisions, and the numbers provided are not intended. to· be 
projections.or guarantees. Assume (a) the Premises are in Boarding Area F, (b) the Lease is 
awarded on Febmary 15, 2003, and (c) Reference Year Enplanements for Boarding AreaF, by 
Reference Month in the Reference Year 0 anuary 1- December 31, 2002) are: 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
2002 2002 2002 2002 2002 2002 2002 2002 2002 2002 2002 2002 

Enp 800 800 800 900 1,100 1,200 1,300 1,200 1,100 900 800 900 
('000) 

Assume further that actual Enplanements for Boarding Area F by Reference Month for 
2005 are as follows: 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 
2005 2005 2005 2005 2005 2005 2005 2005 2005 2005 2005 2005 

Enp 900 900 700 700 800 800 900 1100 700 800 700 800 
('000) 

%of 112.5 112.5 87.5 77.8 72.2 72.2 '69.2 91.7 63.6 88.9 87.5 88.9 
Ref. 
Month 

Then, there occurs a Severe Decline in Enplanements for Three Months with respect to 
the months April 2005 -June 2005, and the MAG shall be suspended effective July 1, 2005. · 
There occurs an Enplanement Stabilization for Two Months with respect to ·the months October 
2005 -November 2005, and the MAG shall be reinstated effective December.I, 2005. 
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5. ASSIGNMENT OR SUBLETTING 

5 .1 No Assignment. Tenant shall not assign, sublet, encumber, or otherwise transfer, 
whether voluntary or involuntary or by operation oflaw, 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 reasonable discretion (the term "Transfer" shall mean any such assignment, subletting, 
encumbrance, or transfer). City's consent to one Transfer shall not be deemed a conse<nt to 
subsequent T.ransfers. Any Transfer made without City's consent shall constitute a default 
hereunder and shall be voidable at City's election. 

5.2 Changes in Tenant. The merger of Tenant with any other entity or the transfer of 
any controlling ownership interest in Tenant, or the assignment or transfer of a substantial 
portion of the assets of Tenant, whether or not located on the Premises, shall constitute a 
Transfer. Without limiting the generality of the foregoing, if Tenant is a partnership, a 
withdrawal or change, voltintary, 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, 

. or the sale or transfer of at least fifty-one percent (51 %) of the value of the assets of Tenant, shall 
be deemed a Transfer. If Tenant is a corporation or limited liability company, any dissolution, 
merger, consolidation or other reorganization of Tenant, or the sale or other transfer of a 
controlling percentage of the capital stock or membership interests of Tenant, or the sale or 
transfer of at least fifty-one percent (51 %) of the value of the assets of Tenant, shall be deemed a 
Transfer. The phrase "controlling percentage•~·means the OWnership of, and the right to vote, 
stock or interests possessing at least fifty-one percent ( 51 % ) of the total combined voting power 
of all classes of Tenant's capital stock or interests issued, outstanding and entitled to vote for the 
election of directors. Without limiting the restrictions on asset transfers, this paragraph shall not 
apply to stock orlimited liability company interest transfers of corporations or limited liability 
companies the stock or interests of which is traded through an exchange or over the counter. 

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

5.4 Subleasing. Without limiting City's discr~tion in approving or disapproving a 
proposed Transfer, if and to the extent City permits Tenant to sublease the Premises, the 
following shall apply: (a) Prior to negotiating a sublease agreement, Tenant must submit to 
City a sublease proposal for City's approval, which approval may be granted or withheld in 
City's reasonable discretion; (b) Every sublease must be on the Standard Sublease Agreement 

· form provided by Director to Tenant, and the actual sublease must be approved by City; ( c) Each 
and every covenant, condition or obligation imposed upon Tenant by this Lease and each and 
every right, remedy or benefit afforded City by this Lease will not be impaired or diminished as a 
result of any sublease agreement; ( d) No subtenant shall be obligated to pay to Tenant, and 
Tenant shall not be permitted to charge any rent, percentage rent, bonus rent, key money, 
administration fee, or the like, which exceeds, in the aggregate, the total sums that Tenant pays to 
City under this Lease for the portion of the Premises subleased by the subtenant under its 
sublease agreement (the "Excess Renf'). If, notwithstanding the foregoing prohibition, Tenant 
receives any Excess Rent, Tenant shall pay the same to City; ( e) Tenant assigns to City all rent 
and other payments due from all subtenants under any sublease agreements; provided however; 
Tenant is hereby granted a license to collect rents and other payments due from subtenants under 
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their sublease agreements until the occurrence of an Event of Default, regardless of whether a 
notice ofthat default has been given by City. At anytime,atDirector's optio:tl, Citymaynotify 
a subtenant of this assignment and upon such notice the subtenant will pay its .rent other 
payments directly to City. City will credit Tenant with any rent received by City under such 
assignment, but the acceptance of any payment on account of rent from any subtenants as a ;result 
of an Ev:ent of Default will in no DJ.armer whatsoever serve to release Tenant from any liability 
under this Lease. No payment ofrent or any other payment by a subtenant directly to City or 
other acceptance of Sllch payments by City, r"ygardless of the circtimstances or reasons .therefor, 
will in any manner whatsoever be deemed a.n· attornment by the subtenants to City in the absence 
of either a specific written agreement signed by City to such an effect. 

5.5 Acceptance of Rent. The acceptance ofrent by City from any person or entity 
does not constitute a waiver by City of any provision of this Lease or a consent to any Transfer. 
City's consent to one Transfer will not be deemed to be a consent to anysubsequentTransfer. If 
Tenant defaults in the performance of any of the terms of this.Lease, City may proceed directly 
against the transferor (or ifthere has been more than one Transfer, then each transferor) without. 
necessity of exhausting remedies against Tenant. City may consent to subsequent Transfers or 
amendments or modifications to this Lease with.transferees, without notifying transferor (or if 
there has been more than one Transfer, then each transferor) and without obtaining its or their 
consent thereto and such action shall not relieve any transferor ofliability under this Lease as 
amended. 

5.6 Waiver. Tenant waives the provis:lons of Civil Code Section 1995.310 with 
respect to remedies available to Tenant should City fail to consent to a Transfer. 

6. TAXES, ASSESSMENTS AND L(ENS 

6.1 Taxes. 

(a) Tenant recognizes and understands that this Lease may ere.ate a possessory 
inte!est 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 
perri:iitted under this Lease and any exercise of any option to renew or other extension of this 
Lease may constitute a change in ownership for purposes of property taxation and therefore may 
result in a revaluation of any possessory interest created hereunder. Tenant shall pay all taxes of 
any kind, including possessory interest taxes, that may be lawfully assessed on the leasehold 
interest hereby created and to pay all other taxes, ~xcises, licenses, permit charges and 
assessments based on Tenant's usage of the Premises, all ofwhicP. shall be paid when the same 
become due and payable and before delinquency. 

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

- 19-



6.2 Otiwr Liens. Tenru;it shall not perm;it or suffer any liens t<> be "imposeq up0:n the 
Temrinal Building Complex ol' any part thereof, in eluding without limitation, mecharrics', 
materialmen> s and tax liens, as a result ·Of its activities without promptly ·discharging the same. 
Notwithstanding the foregoing, Tenant may in good faith contest any such lien if Tenant . 
provides a bond it): an amount and form acceptable to City in order tp ·cle:ar the record of any such 
liens. Tenant shall assume the d~fense Qf and inde:mpify and hold hantiless City against any and 
all fa~ns and charges of any and eve;ry nature and k:irttl which may at any time be established 
against said premls¢s and improvements, ·Or .any·patt theteof, as a oonsequence of any act or 
omission of Tenant or as a consequenoe of the existence ufTenant'.s interest under this tease. 

7. 1NVESTMENTS;ALTERAT~ONS 

7.1 Minimum Investment. }>rior to the· Rent Commencement Date, Tenant shall 
. tyfurbish., rede¢o;rate and modernize the :interiors and .exteriors of the Prentlses .. and otherwise 
complete. the Tuitial lmprovem.ents, at a mhrlnium cost of the. Mininrum Investment Amou:nt. 
Upon completion of construction,. Tenant shall provide to Director a statement certified by its 
archite.ct, setting .forth the total com;h11ction costs, with appropriate detail showing-the costs of' 
elemehts of decoration, furnishings, fixtur~s ·and equipment Tena~t !'?hall malce: available to 
Director, at Dkeotor' s request, receipted invoices for labo;r and materials covering.all 
construction and trade fixtures, including furniture, fixtures and ·equipment and architectural and 
~ngineering fee;s. The minimum investment maynot include tinancial costs, interest, inventory, 
pre-opening .expenses or inter-company charges related to :constrnction. If the said actu.al 
.:investment cost is less than the Miniinllin Investment Amotmt, the deficiency will be·paid to City . 
within sixty (60) days after completion Of construction. If Director disputes the aniol!llt of 
investrp.ent claimed by Tenant, D.irector may, at City'·s expfms~, hire an independent appraiser to 
determine t11e cost of the invesbilent. If the independent appraiser determines that the investment 
is less than the Minimum Investment Amount, the deficiency, as well as City's opsts of hiring 
such independent appraiser:, will be paid to CiJy by Tenant Within -sixty ( 60) days of the 
appraiser's detem:Qn.atlon. 

7.2 City's.Approval Rights, Tenant shall not make ·or suffer to be made any 
alterations, .additions, o_r improvements tb the Pre.mises or any part thereof or attach any fixtures 
or equipment. thereto, in..cJuding 1;he Initial Improvements (collectively, "Alte.xations") Without 
CitY'.s prior wr~t.ten con$ent. Without limiting the generality of the foregoing, the initial layout 
and design of all Alterations shall confotm. to. Commission's established architectural design 
_scheme for the Temiinal Building:Complex and the provisions of Airport's TI Guide, including 
the Tenant Design Criteria. Prior to the construction of any Alteni'tions (:including the Initial 
I:ri:tprovements), Tenant shall submit detailed plans ·and specifications to the Airport's Design 
Review CoDJJJ:iltte.e for apprqval. T~nant -shall include wif;h its plans and specifications 
schm::n:atic renderings of the public retail :area, materials_. a color boatd(s) and a detailed layout ,of 
the overall meroh~ndising plan. All decisions bythe Alrpm;e s Design R~view Co:niD;littee shall 
be made sul?ject to the approval of the Airport. CollIT).issjon. City's approval rights will extend to 
and include ar.chitectural anQ. ~esthetic m.atters and City rese1-ves the 1'1ght to r.ejec:t auy designs 
submitted qnp_ to require Tenant to res:ubmit designs and layout propobls unti1 they meet City's 
-approval. The Rent Commencement Date shall not be extended if City elects to reject any 
.designs or layout proposals submitted. In the event of disapproval by City of any portion of the 
plans and specifications, Tenant will promptly submit 'necessary modifications iind revisions 
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thereof, :No cha,t).g¢s ·Ot aJtY..r@:tlQPS WillP~ m.ad.e. itJ. s.aid p~(}Jl$ .qr sp¢cifi.94t.iptl,$, after ~J.tpl;QYal hy 
City. City agrees to aqt wit.bin a reasonable period. of tim€ upon such plans ·.aild. sp.edfi~atfons · 
and upon retru.ests·for apptoval oft:ha:ilges or alterations in said_p1ans-or ~pedfiQati:ons. Obe 
c.opy of plans f<;jr all improvements :or subsequent ch.an~~$; th<P.rein !\l:r l.ilterati:on.s thereof will, 
within fi;fte~n .. Ci'~) O..ays afte:r apprpy-;:}l. tht:;reofby City,. h~ :sim~fil. bY. Tep.;mt µnd (:]:¢posited.with 
City as 1an l;)fft<!ial tectot4th¢1\'l~:f;. Ail A1ti:li'atlon.s shall be effe¢teil thtotrgh:th~ us.~· qf. :cpB:tfaotors 
;;ipproved ~y .City who: shruJ. fur:nish tp City ttp:on 0.emand such completion bo.nEfa and la:b<'>r :and 
mate:da.1 bonds. as City may require sn as to assure co:tnp1etion of the Alterations 011 a lit;n .. ftee 
basis. Without limitb:ig the requirements :set forth above, Tenant adlrnpwledg¢s and agrees that 
Tenant may b~ t~quired to obtain approvals for ·any .<testt¢d Afterat'fotrs: from the A:irporfs 
Q1mlity CC\>.ntt:ol P:epar(ru~ut. · 

7.3 Stmcfu:i:es and Fixtures:. Tenant shall, at its .sole cost and .e:x;pense, design, ¢tect, . 
constiuct and install all fixtures} fumishfugs) carpeting, decoratlom;,, finishiilg.s, equipment, 
counters~ or other neQessar;y Alte:tat1ons for it$ eperation :uritier this lea;s~. An eo:q.sb.14ction sh'lll 
be in ·o.omQrrcity With the fatest e.altion .of the Airport TI Guid~~ .incLtr~i;ng th~: TenantPesigt). 
Criter;i<);, an4 fo oonformify w;ith the approve(! plans and sp'e.ciftoations sti;bmitted by Tenant, and 
shall meet all applicable loealbuilding :eod:es and ordinances as well as .all other Laws. Tenant 
shall submit 9omp1ete plans and ~pecmcations t© Director~ and prior to the:co:tnm..encing any 
constrµ~tioµ' work, oqtain DJrvotoi' s wtitten approval ofsaid plans apd §pecill.cations. l'en.atit 
shall make no chang~ Qt alteration in~ plans and sp¢ci:f1oatipn~ without p.ri~r written approval 
o'f Drrectot. In the eve:o:t that Tenant fa11s· to subii.rit plans ,~md spec':i'.fioatkms which ·meet the 
ap,pmva1 of' City withln tlrlrly (30) days ,aftet the Effective Date, City Ii::lJi,Y tennmate this Lease. 
Noflrlng herein ·contained. shall be 'construed to delay .or otheiw:ise affect the Qommencemen.t 
I) ate or tb~, R.e11t 'CoIPt.n~nc~n;te)lt P.at.~. 

7.4 N otic:e .and P.emdts. Tenant shall give· written notfo~.to Director not less than 
seven {7) days prior to the oommencem¢nt of any work in construction, ·alteration or repairs· of 
the Premises, ill order that City n;iay post B;ppropriat~ notices of non-.respo11sibility, a;n:d agr.e~s 
that such ·notic~s .m.ay.remain po'Bted until the acc:eptanee of ·:meh work by Ci:ty. Tenant shali 
obtain; and. pay all foes for all p·mnrits requited by the City or other legal jurisdictioi1s, for· 
:i:inprovemerit;;; that it is·tequired to .construct or ID.stall, and it shall ftumsh copies of •all such. 
permits. to Cit;y pr.iot to the cbmmeneernent of any work. 

7;5 Title to Alteratfons. Title. to all Alter.ati<>n~ of: $uch a Aatw.:$ ~s Cffi;J;P.Qt he .removed 
wltb.out :su.bstaiitial damage t-0 the ·Tertninal, incluclill:g all carpeting, 'd.ecoration.s, finishings; and 
counters, shall vest in Cify on the Expiration Date. All othet equi;pmelit·-0f such nature as to 
constitute tra:de fixtµres :shall remah1 the property of Tenant On the Exp:i}'ati0n.Date, Tenl')llt 
ip.ay rern.oye ~aid tr:aife jixrores pr Direqtor may requ,ir~ that. 'f'~nanJ.rem.ove &awe JitT!;:n;ianfs 
expense. Priotto thG: Rent C.o.n:i;o;fencem.ent Pate~ 'Tenant ;shall $lib:tnit ·to Director. :a proposed list 
of s:Uch traO.e fixtur~s;. said list ma.y be subseguentl,y a;i:nended :durib.g th-e te:o:n of thi.s Lease to 
-reflect .au,y changes ins.aid trade fixtures. Tenant agtees ,fltid ttlldersta:t:J,ds that ·;'fixture" is 
defined as ~ tb.1.rig affixed to premises that is bolted, nailed, :screwed, o~mente.d and,/orpl~stered. 
For t1+e P1lJ:'.POSe o'fthfo L.({a,se, fixtures shall jncludf;) :s1at wall, cqunters an;d the like~ ,attached to 
the phyiic·2U cstrµctur.e of the pre.mises in aP.y matter Whatsq~vl'}r. On fh.e.Exprration, Date, ail 
frx.TI;rr¢s,. ·oth~r than'thos~ .d'eemed trade fixtures by City, sb.a11 become tbep.top¢rty of City.· 
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Tenant shall be liable to City for City's costs for stotjng, removing and disposing of any 
alterations of Tenant's personal property, and ofresforation of the Premises. 

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

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

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

(b) Tenant shall use, and Tenant shall require its contractor and subcontractors 
to use, their respective best efforts to pr.event work stoppages on the Premises, and/or elsewhere 
on the Airport, to the extent attributable to work being performed on the Premises, irrespective of 
the reason of any such stoppage. In the event tP.at the conduct or presence of any employee(s) of 
Tenant or Tenant's contractor(s) or subcontractor(s) causes a labor dispute or work stoppage, 
Tenant shall have such employee(s) immediately removed from the Airport upon Director's 
request. · 

(c) Teri.ant shall include, and shall cause its contractor·to include, the 
following clause in all contracts with its general contractors and subcontractors: 

Harmony Clause 

There shall be no manifestations on the project of any dispute between any labor organization and 
any Tenant contractor or subcontractor, including but not limited to, any area standards picketing 
against said contractor or subcontractor. Should there be any manifestation of a labor dispute 
between any Tenant contractor or subcontractor and any union, which results in a stoppage of 

· work on the part of said contractor or subcontractor's employees or the employees of any other 
employer or supplier on the project or at the Airport, which in the sole judgment of the Director 
will cause, or is likely to cause, unreasonable delay in the progress of construction or operation of 
any business at the Airport, then upon written notice from Director, Tenant shall declare the 
contract?r or subcontractor in default of its contract, and upon such notice, Tenant shall have the 
right to take such steps as are necessary to finish the uncompleted portion of the work to be 
pe1formed by the contractor or subcontractor. 

. . 
(d) Without limiting the generality of indemnities elsewhere in this Lease, Tenant 

shall indemnify, defend, and hold harmless City and each City Entity for any all Losses which 
arise from the actions taken pursuant to this Section 7. 7. 
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7,.8 Mid::-Tenn Refurbishm.ent. 

. (~) Ten~t snail te.:fttrbisli, t.ed:e'Qo:tat!il, and mpdefuize the interiot find @xterior of 
the pllblic:r~t~l fll;e~ of th~· Pre.n¥.~es Afi:~r the. fUU1 (5.t4) :api;iivers~y of the Rent Commencement 
D!ite (thi:} "JY{id.,Term Refu.r.bishment D'ate';). Ii). c.<Ymi¢otion with.s:upn re.f\n:bishment, 
tedecoJiatioµi a:nd modernization,, Tenant shall ·invest .a minin:n;un amount (th\\l "Minim:urn Mid-
Tetm Amoli:nf'} .equal to: · 

·$12$/s.q.ft. x Comp:atfaon Index. (most re!!i'ent) x 
BaseT:hClex · 

1 
2 

(I:>) Oh or before. the• .date that is ·siX (6) months prior to the. Mid-Te.on 
Refii+bishm;eI).tPate., Te;rraut s~a:U giv.~ notice to DirectQn)'.f it~· jnt~n:deq p1~~ with respect to· such 
re,fuibisht;nent te.qclteri1¢:ilts. All ~uqh r_efµtbi'~l.un..Ynts will b~ i:l\lbjeot to tire t¢quttem~nts .of tltls 
Lease~. ±ti:clttdi.trg Dit~C?toi'?'S· f!PptoYal rights pursuant fo tbfo SeqfrQn 7, Tenant .shall complete all 
such te.futb.ishments .on of b~fore·the date that is six (6) months after the M:id.;Tetm 
Refurbishment Date. 

(o) U:p·on com.plethm of re:fuibishm.en~. Ten?ttt.t &hall prcpiiQ.~ City .with 
documentation .of ~xp:enses as specified Jn: Section 7 .1 [Minimum lnvestt.QeIJ.t] for initial 
invesP:uent. If s·aid temrbishrflehtis les$ than the Jvflliifu.um Mid'.!f:etl::ll Amo~t, Dir:eetotTp.ay 
rnquire· the Tenant to pay the ffe:laciency within siXty (60} days after completion ·of t.e:futhisb±nent. 
Ji':'Dir.ecto:r disputes the ambUt!t -0! the ren;u:bis_h+m,e~t exp.ens¢s Q'Jahned by 'l'en~t, Diri;:c~or :i;nay 

. at Citf,s ·expense, hlre an independent-appraiser to deter:inine the. cost :ofrefurbishment. If th~· 
mdep¢ndent ~pptaiser .dete,tttrlnes: that refutblshm.ent e:tp({nses are leers thl:ln the· Minimum Mid- . 
Term Amount, Dit:ector may reg}Jite T-enant to pay the deficfoney, ;~s>w'¢11 as City1s costs of 
hirin~ ·su.qb. lndepend;ent appraiser; wit:hiQ: slxty (6P} di;1.ys· ·of'the. appr~isei''s-4etermination. 

{d) Th¢ Airport D'.it¢otor shall be- authoriz~.d to: w.aiv.e or reduqe such ·amm;int 
provided A.itport Diree:;totis satisfied that Tenant ~ha11 p:elf<;>n;n; .such reft\rbish:ttrent an,d 0therw:fs.e 
·develop and imp foment a maintenance prb gram nece$siiiy or appropriate to keep· the fac'ilities in 
goo.a oon.dition. . . 

8. UTILITIES 

8. l .£.ervices: Provided; City ;shall pr.ovJ;d~ in fu...e T:erm±n11l l3-11ildh.ig Cpmplex the 
follo.wingutility ·ser-vJ.<.>es: re.asouable ·amounts. o.fw.at~r, eledri'Gity; tel~phone~ sewage 01.1tlets, 
heating, venfilation, and air condttio:tllng, to a ppini detetl.l'iined by thel)irector, All .extensions 
ofthe facilities requested ·by Tenant for said u'tility services :fr.om said:points-shall be -at the :sole · 
gost.afl.P. exp:ense ofT~nant. In the ~vent ofa)ly cha:nge d.esfred. by Tenant as to said points of 
supply by City, the exp.e:o:se of making sµch ·cihal'lges 0~ alt\:ltcations :sh~ll b:e ~t the soW:cost ·of 
Tenant 

8.,2 Utility(!osts. Tenant .sha:ll pay the whole cost for· all utility s.erviqes as inv..Oi$ed 
to 'reUl:llJ-~ ~y ·Qify ~gn4 for ~Ubh other special seyv.ioei;; wlJfoi.i tt ma,y:ryqµir~ in the :Premises:, and 
'.feAMt hcii:el:?y·.e:xpr~s~ly waiye::; t.h<1.:d;ght. to ,eo:nt.~st ~myµtiJi:tyi1~te.1'l_,, 
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8.3 .Shared Telecommunications Services. Tenant acknow1¢dges that City has 
implemented or may in the future implement a shared telecornmuniol;l.tions servl.ce program 
(''.STS Progr.ani'') to provid!:! tefoco.mitmnications services. The 8TS Program m.ay involve 
City;s provision of telephone, te1efacscirtrile, local access, long distance service, .intemet, 
intranet, and other computer and teleco1;Illlunicatlons services. In such event, at City~s option, 
Tenant shall participate J,n the STS Program by engaging CitynT its agent to provide such 
sy1-vioes at Tenant's expense, provided that the charges for such .-services are ,generally 
competitive. All payments for STS services shall be due an4 payable when invoiced by City. 

8.4 Waiver ofDmnages. Tenanfhereby expressly waives any and all claims for 
dam,.ages arising or resultip.g fro~ failures or intetrupti:ons of utility services to the Prerpises, 
including electricity) gas.,. water~ plumbing;. sewage, telephone, communications~ heat, 
ventilation, air conditioning, or for the fai°lure or interruption of any public or passenger 
conveniences .. Without limiting the. generality of the foregoing,. Tenant shaUhave no rights to 
l;l.bate Rent or terminate this Leill:;e in the event of any interruptio.tt or failµre of utility services. 

9. MAINTENANCE AND REPAIR 

9.1 . "'As-Is" Condition. TENANT SPECIFICALLY ACKNOWLEDGES AND 
AGREES THAT CITY IS LEASING TEE PREMISES TO TENANT ON AN "AS IS WITH 
ALL FAULTS" BASIS AND THAT TENANT IS NOT RELYING ON ANY 
REPRESENTATIONS OR WARRANTIES OF ANY KIND WHATSOEVER, EXPRESS OR 
IMPLlED, FROM ClTY OR ITS AGENTS,, AS TO ANY MATTERS CONCER'.NINtI THE 
PREMISES, WCLUDING: (i) the quality, nature, adequa<'.y·and.pbysical condition .and aspect& 
of the Premises, including; but.not limited to, landscaping, utility systems, (iD the quality,_ nature, 
adequacy, and physical condition of soils, geology and any grot1ndwater,, (iii) the existence, 
quality, nature, adequacy and physical condition of utilities serving the Premises, (iv) the 
development potential of the Premises~ and the Premise's use, habitability-, merch..antability, or 
fitness, suitabilizy, value o:i; adequacy of the Pre:µiises for any particular purpose, (v) the zoning 
or other legal status of the Premise~ ot any other public or priy~.te restrictions Oli use of the 
Premisysi (vi) the compliance of the Prertrises or its operation with any applicable codes, laws, 
regulations~ statutes, ordinances, covenants; conditions .and restrictions uf·any govemhie.rl.tal or 
quasi-g9yernm~ntal ·entity or of any other person or t:mti.ty, (vii) the presence of Hazardous 
lY.fateriais on~ under or about the Premii:;es or the adjoining OJ neighboring pr9perty, (yili.) the 
quality of any l~b:or and materials used .:in ·an.y:improvements on the real property, (ix) the 
condition uf title io the Premises, and (x) the agreements affecting the Premises, "including 
covenants, conditions, restrictions, ground .leases, :and other matters or documents of record or -0f 
which Tenant has knowledge. 

9.2 Tenant's Maintenance Obligati-0ns. Tenant, .at all times dm1ng·the'Te;rm and at 
Tenant's sole·cost and expense,, sha11 keep·thePrernises and everypartth:ereoftti good condition 
and repair, and in compliance with applicable Laws> mclµding the replacement of any facility of 
City·used by'Ternmt whiol:i. reql;rires replac~men~ by reFtso:p. o:f;' Tenant"~ use thereof; excepting 
(a) ordinary wear ·and te~r; and (b) dam.age due to ca&ualty With respect to which the provisions 
of Section 14 [Damage or Destruction] 'Shall ·apply.. Tenant hereby waives all right to make. 
repairs at the expense of City or in lieu thereof to v·acate the Premises a'S provided by Cafifoima 
.Civil Code Section 1941and1942 or any·other law, statute or ordinance now or hereafter in 
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effec;t, J;p:_ adc.lition, ifit p_eporu~s rea;>onahly ~c~ss;i;1r.y :i;l!i!:d~g the t<;iim 'Pf tl),is L~~lil~li ·as 
d~t¢.rrnh1©d by Dir~ctot; Te,nant ·v..~ill, at. it~ own .ex_pen,s~~ :ir~4¢oot.a't~Ji;n4._pai:i:lt. iixtui\:rp @d.th~ 
inteih:~r of'th.e P;rnrpises and im_provements; ana re.Plac.e fixtures; wo);Il. oarp.{1:tmg, cmtains, blinds? 
drap¢s---? or .other :furnishings, Without lirniting the g_~nera1ify of the. fot!Pgoii:ig, :at .all times·, 
Tenat\.t -shaU be sofoly liable for the f.a.e:ade. of tb.e P.r~mis.¢s sep:ati;i.ti:qg the Pte:mises .fr.0m. the 
Te~al common areas; including the external :face th~reof,. all wbldows .l:Pld -Q.l.spl~y area_s 
therein;, a.nQ.· a11 ·.futishes th~reon, As prqvided "below in: .$~9fion 15 .4: [Qity' s Right to. J;>erform ].; .in. 
tQ.~ ~v.¢nt r~ni:.1nt fails .to peiforrn its wain:tena:jil.ce and rep.air obligations ·hereunde:i;, City shall 
have .the right. to do .s.o; at Tenant's. e-xp.~nse. 

lQ~ ~IG-NS AND ADVERTISING 

•Tenant way, at its own exp.eme~ mstaU and op:erate necess·a~-y ani:lapj\t9Prla:t¢ 
identificatl:on signs on the Ptemises~ subject fa the approval of Director and the requirements of 
the TI-Guide, incllltliug '!;he Tena,nt Design 'Ori.tf!ria, .ingli:u1..i1*g bµt.p.ot'Jimited to, th~ appr,ova.1 of 
the number., size, h~ght, loGat.kn;i.'color and general type and-design. Such approval shaU be 
s:i;ibj ec.t io rtpvoea.tio;n by DireGtor -at ati:Y tin;ie, Without e~P.ress w.iitten cousent :o.f Difectqr, 
Tenant shall not display any adveqising,j>;rorn.otiona1, ot hllo:rma:tional pamphlets, circulars, 
. brochures or similar-materials, Without lli:niting the foregoing restr:i,c,t:iGP.S on .adverti§ing, in no 
event will there be p~~mitted. 9:p. th~ Pr~Wi~es 'a'l+Y i:idv.ertii>.i~g o:f c;jgarett~s or toba(!)co prodµct~. 

11. PROMOTIONAL PROGRAM ·-· . . . ' . . 

11. t Promotional.Pro.gram. City;. at City's .elec.ti.on, m!ly cendl}ct_,. pr caw;e to be 
c<JJJdtl.cted, an advertls.ing, promotiona1 and ptiblip rela,tj.ens program for the general purpose of 
_prorn.dting the name .and identity. -of the . .Afrpnrt ~nd the. tetaU bl!.s.i'n~ss oor.tdu:'oted in the Af:rporl. 
If City elects to. do so, City Will detefuJ..ine :in its 'sole discretion the composition and m.anner ·Of 
hnplementation of that pr~grgm,~ and Tena;ntmµ~tpw:ticipate in pr.om.otipn~, aciv~rtis.ing ?P:d 
pµblic relations.; and cause its stq~·e manager to .attend promo:tion.al prp gJ.'$11 :meetings. Jn ·such 
ev¢nt, from ;;in4 ·after the· Rent CennnencemenfDate.(butprorat(j:d foranyparfial:inonth), Tenant 
must _p·f;ly to City; :as·'a contribution to the cost of the, promotional program, the Promotional 
Charge, irt advance oii the .first {is\) day 'Of earth month during the Tenn. 

112 ,Promotional Charge. At City's optfon, the Ptomotlonal Char.ge may be increased 
from time to time su.c:~h that the new Promotion~! Charge will ·equal: 

Initial Promotional Ch;:rrge x c;omparison Jndex 
Base IndeJ.c 

For purposes of the foregoing-adjustment, the ''Comparistm Index" shall mean the -Consumer 
Price index published immediately-prior to the adjustment date ~d the ~ 1.Base Index'' shill mean 
the Consumer Price-1ndex publishe(:limm~diatelyp:d.o;r to the $f:fectiyf1.D1;1,t~. 

12. WAIVER~ INDEMNITY.; INSURANCE 

12.1 Waiver. T~nant, m;i. behalf of#se1f an.ct 1ts assign~, waiv~s its· rights t.o recover 
from and telea$~S and discharges CiJ:y and all City Entities and thejr respyctive beits, succ.essors, 
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personal rep1:esentatives :and assigns, from ~my a-pd all Losses whether d:ite¢-t or indirect, knpwn 
or unlaiown; foreseen ot unforeseen). that may arise on account of or ili any way confl.ected with 
(a) the ph;ysical or environmental condition Of the Pre.mises or any law ot regulation applicable 
thereto, (I:)) any dmu().ge that may be suffered or sustained by Tenant or .any person whosoever 
may at any time :be using or occupying or yisiting the Premises, or in or about the .All:port, or 
( o) :any act or o_mission (whether negligent, :i:ion:.negligent or ot~twise) .of Tenant or ~UY Tenant 
Entity, whether o'r not such Lbsses shall be caused m part by any act, omission or negligenc·e df 
any of City, Commission, ·its members, -or any officers, agents, and employees of each of them, 
and thert·successors and as~igns {vach, a ''City Entity"). except if caused by the sole gross 
~iegHgence or willful miscondupt of City; In connection with the forego;ing waiver, Tenant 
expressly waives the benefit of Section 1542 of the California Civil Code, which ptoVides as 
follows: HA GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH THE 
CREDITOR DOES NOT KNOW OR EXPECT TO EXIST IN BIS FAVOR AT THE TIME OF 
EXECWING THE RELEASE, WB!CH tF ;r<:N'OWN ro HIM MUST HA VE MATERIALLY 
AFFECTED THE SETTLEMENT WITH THE DEBTOR." 

12.2 Indemnity. In addition to, and not ill limitation of the foregoing, Tertantshal1 
forever indemnify, defend, hold ·and save City and each City Entj.ty :free.and harmless of; from 
·an,d aga.inJ>t any and all Losses ·causeP, ip. whole or in part 'by 'or arisi,ng .out Qf ( 11;) 'allY act ot 
omission of Tenant or any Tenant Entity).(!;>) Tenant"s use of the Premises or operations ~t fhe 
Aitport, or {c} any default by Tenant or any Tenant Entity hereunder, whether or not Losses shall 
be caused in part by any act, omission t:>r negligence of City ot any City Entity. The foregoing . 
fodemnity shall not extend to any Loss caused by the sole :gross negligence or willful misconduct 
of City. 

12.3 "Losses". For purposes hereof ''Loss·es" shaU mean any and .all losses. liabilities, 
judgments, suitS', claims, damages, costs and ~xpenses (including reasonable attorneys~ .fees, 
investigftti-011 cos'fs~ rerp.ediation cnsts, ru+d court q"Qsts), of any kind or nature. 

12.4 Notice~ Without limiting the foregoill:g waiver a:nd indemnify., each party hereto 
shall give.to the other prompt and timely written notice of any Loss coming to-its lmowledge 
which in any way, directly or indireolly, contingently or otherwise. affects or might affect either; 
and each shaJl have the ri,ght· tQ part.J.pipate in the defense of the same to the extent of its own. 
interest. 

12.5 Insurance. Tenant shall procure .and maintain during the Tenn the followin$ 
insurance: 

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

(b) Cql,llprehensiV~ Oener1;1l Liability Insurance· with limit~ not les~ than 
$1,:000,000 e.ach 09.cunence Combined Single Li:m.lt for Eodily Injury and Property Damage, 
in:chiding Contractual Liability, Personal Injury, Pro duds Liability ahd Cnmpleted Operatio11s 
Coverages. 
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(c) Co~prehensive Automobile Liability Insurance with limits hpt l~s-~ than. 
$2~000,000 eaoh·ocourrence Combined Single Limit for Bodily Injury and Property·Damage,, 
including Binployer's non.-o'WI!-ers:\lip lfab~lity·.~u.d h.ire·P. ,i;J.µto c@ve;rage$... · 

• ' • • ' 1 • 

(4} Property Iusuran¢~ on-®. all ;rfak form covering all Premises teriant 
improvements, fbmttes~. and ·¢gllipment .:i,nsu:d:Q:_g_ag,al.nst the p·etils of fire, U&htning, extended 
cover@:ge peiils; Y.andalism :.ancl malicious mischief m '(he i;lenrised premi'ses in an a.mount eqµal 
to th,e &ti tepla~ementyalue of tenant h:n;provements, fix.f!Jre$ ~cf equipm<mt. ·· 

( e) l3tl$illess futei1ti.pfio'n !rtsurance 1n$Tll'ihg :th<tt th@ Base Rent will be pa,id to 
City fot :a period· of at least one (1) yeat if Tenant is. una'ble to op¢tate its bus;mess' at fb:e 1?t¢Iirls:es 
due to a risk teqn,ited to be his:uted 'agafost by Tc;:nant hereunder;· Said iris:urapce shall a-lso cover 
b:usiJ).~$s inte:tmptfon& due fo failmies. or int¢ftup.tiop.s in t¢.l~9omr,rrunicatjons services, striltes~ 
er:nploy~e lockJ)U.tS? nots, .or other Givil qornmttion. To calculate B:ase J;le:p,t ·dut,ing any sµch 
inter.raption o.f'busjness?. the Gtoss Rev¢i1ues for the 12-month period b.ntnediately preceding the 
incident ·causing the business ihtenuption shaU be used. · · 

12(6 Form of Policies. Atl 11.i:sm,ance .tequlied by Terta:tithereun.dvr &hali be pursuant to 
policies hi: form and subshlhGe ·and issued by nonipanies ~atlsfl;tctory to City and City's City 
Attotn~y. City may, upon reasonable notfc.e ao.d reasonable gmµrids increase or chai1ge the 
rnqi;d.ted msuranoe herei;mder, in whloh ·event Tenant. shall :0btain such required fusuranc.e. 
Without limiting the generaliJy of the fQregoing, all Comprehensive General Liability .Insurance,_ 
Comprehensive Automobile Liab:Uity Jnsuranoe1. and Property Insurance policies shall he 
endorsed to pro.vi de the following: 

(a) Name as additional i;il:;mre:d the Ci1;y ~d County of :S.al) Franci$c.o, the .Airport 
Co.l1lJJ'lission ·Md .its member.Sq ·and a11 bf'th~ officers~ ag~nts, and employees of ~aoh of them.. 
{ collectiv¢ly~ ·1'Adc:Udonal Tusuretf.s~'}; 

(b) That such policies are primary insttrance to any other insuranoe available to 
the _Additional. Jnsqreds? wlth re:Speot t0 -aey claims -atisiqg o-Ut '.bf th.is Leas\::, and that in.Swanee 
applies sepatately to each :insm;.ed ~gai;trnt w.hotn claim is: made .or suit is b:rought. 

(c) That the brsutanbe cbt.npany ·sha11 giv~ thirty (30) day$ paiot Written: notice to 
City of cancellation, non~renewal or red.trctiorr in,ooverage or limits, dciliveredto .City-at City 
Address. · 

12. 7 Delivery .of Policies or Certificates, On .ot before the Cortmie.nc~ro:ent Date, 
Tenant sba11 p1'<':rvide to Cii;Y. co_pies -olits insui'ance policies or certilfoates thereof evidenoirtg"the 
ab ow i1;1,SIJtf!hce._ 

12.8 Suhto.gation,. Notwithstanding -imyj:hillg to the t;ontrary hereii1, Tenant waives any 
right ofrecovery agamst City for atry loss or daniage to- :the .extent the same js· r-eqdired to be 
c·overedl)y "'Iienant1's msurruioe hereunder. Tenant shall obtain from its 1nsurer~ if p.ossible; a . 
W!liv~~ pf spbrogation the fusurer may hav.e ~against City or a;ny .City Entity 1n .c-0i;illecti.011 with 
·flh:Y LQ.SS ·coyered by Tenant's propyrty msutance"polioy. . 
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13. DEPOSIT 

13.l FormofDeposit. OnorbeforeSeptemberl5,2003, Tenantwilldeliverto 
Director a security deposit (the "Deposit") in the Deposit Amount Such Deposit shall be in the 
form specified in Airport Commission Resolution No. 90-0204. If Deposit is in the form of a 
surety bond, such form must be payable to City, naming City as obligee, in the form attached as 
Exhibit F-1, and otherwise in form satisfactory to City's City Attorney, and issued by a surety· 
company satisfactory to D:irector. If Deposit is· in the form of a letter of credit, such form must 
name City as beneficiary, in the form attached as Exhibit F~2, and otherwise in form satisfactory 
to City's City Attorney, issued by a bank satisfactory to D:irector. Such bond or letter of credit 
shall be renewed annually and increased annually such that at all times, the Deposit is equal to 
one-:half (Yz) the then current Minimum Annual Guarantee, all at Tenant's cost. Such Deposit 
shall be kept in full force and effect during the Term to ensure the faithful performance by 
Tenant of all covenants, terms, and conditions of this Lease, including payment of Rent. The sum 
designated as the "Deposit" is and will remain the sole and separate property of City until 
actually repaid to Tenant (or at City's option, the last assignee (if any) of Tenant's interest 
hereunder), .said sum not being earned by Tenant until all provisions precedent for its payment to 
Tenant have been fulfilled. Tenant shall cause the surety company or bank issuing such bond or 
letter of credit to give D:irector notice in writing by registered mail at least forty-five ( 45) days I 
prior to the expiration date of such bond or letter of credit of its intention not to renew said bond 
or letter of credit. 

13 .2 Use of Deposit. If Tenant fails to pay Rent or othetwise 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 fqr any loss or 
damage which City may suffer thereby. · If City so uses or applies all or any portion of the 
Deposit, Tenant, within ten (10) days after demand therefor, shall deposit other security · 
acceptable to Director with City in an amount sufficient to restore the Deposit to the full amount 
thereof: and Tenant's failure to do so shall be a breach of this Lease. In the ev_ent the bonding 
company or bank declines to renew or elects to cancel the bond or letter of credit comprisjng the 
Deposit, Tenant shall, at least fifteen (15) days prior to the expiration or cancellation date, 
replace such bond or letter of credit with another bond or letter of credit. If Tenant fails to do so, 
City may, without noti9e 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. If Tenant performs all of Tenant's obligations hereunder, the Deposit, or so 
much thereof as has not theretofore been applied by City, shall be returned, without payment of 
interest or other increment for its use, to. Tenant (or, at City's option, to the last assignee, if any, 
of Tenant's interest hereunder) at the expiration of the Term, and after Tenant has vacated the 
Premises. No trust relationship is created herein between City and Tenant with respect to the 
Deposit. 

13.3 Other Agreements. If Tenant defaults with respect to any provision of any other 
agreement between City and Tenant, including the Other Agreements, City may use, apply or 
retain all or any portion of the Deposit for payment of any sum owing to City or to which City 
may become obligated by reason of Tenant's default or to compensate City for any loss or 
damage which City may suffer thereby. Likewise, if Tenant defaults with respec~ to any 
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provision under this Lease, City may use, apply; or retain all or any portion of any deposit 
provided under any other agreement between City and Tenant, including the Other Agreements, 
for payment of any sum owing to City or to which City may become obligated by reason of 
Tenant's default or to compensate City for any loss or damage which City may suffer· thereby. In 
the event the Deposit or any other deposit is so used, Tenant shall deposit other security 
acceptable to Director with City in an amount sufficient to restore the Deposit to the full amount 
there9f. As used in this paragraph, the term "Tenant" include any of Tenant's affiliates and any 
Tenant Entity. 

14. DAMAGE OR DESTRUCTION 

14.1 Partial Destruction of the Premises. 

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

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

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

( d) In the event City elects to te1minate this Lease pursuant to this Section 14.1, 
Tenant shall have the right within ten (10) days after receipt of the required notice to notify City 
of Tenant's intention to repair such damag'e at Tenant's expense, without reimbursement from 
City, in which event this Lease shall continue in full force and effect and Tenant shall proceed to 
make such repairs as soon as reasonably possible. If Tenant does not ·give such notice within the 
ten (10) day period, this Lease shall be terminated as of the date specified in City's notice. City 
shall not be required to repair any injury or damage by fire or other cause; or to make any 
restoration or replacement of any paneling, decorations, office fixtures, partitions, railings, 
ceilings, floor covering, equipment, machinery or fixtures or any other improvements or prope1iy 
installed in the Premises by Tenant or at the direct or indirect expense of Tenant. Tenant shall be 
required to restore or replace same in the event of damage. 

14.2 · Total'Destruction of Premises. If the improvements on the Premises are totally 
destroyed during the Term from any cause whether or not covered by the insu.ranQ~.req~ired 
herein (including any destruction required by any authorized public authority), this Lease shall 
automatically terminate as of the date of such total destruction. 

14.3 Partial Destruction of Terminal Building. If fifty percent (50%) or more of the 
Terminal Building shall be damaged or destroyed by an insured risk, or if fifteen percent (15%) 
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Qr more of the Terminal Building 1>hall be damaged or destroyed by an µn:insured risk, 
notwithstanding that the Premises may be unaffected thereby, each. of City and Tenant may ·elect 
to term:ihate· thls L~ase by giVing notice to the other within ninety (90) days from the date ·of 
occurrence of such damage or desttuction, in which event the T~rm of this Lease shall expire on 
a mutually :agreed upon d.ate and Tenant ~hall thereupon surrend.er the Premises to City as 
required hereunder. 

14.4 Damage Near End oftbe Tenn. If during tbe last yea:t·oftheTerin the 
improvements on the Premises are partially destroyed or dam.aged~ City may at City" s option 
tertninate tl;lis Lease as of th<;l date of oocurnmce of such damage by giving wtltten notice to 
Tenant of City's election to 4o so within thirty (30) days after the date of occurrence of such 
damage. In the event City eleots to temrinate this Lease pursuant hereto, Tenant shall have the 
right within ten (10) days .after receipt of the required notice. to notify City in writing of Tenant's 
fo.te.ntion to repair such d.amage at Tenanes expense~ without reimbursement from City, in which 
event this Lease shall continue in fu11 fbrce ~d effect and Tenant shall prooeed to make ·such 
repafrs as soon as reasonably possible. 

14.5 No Abatement ofRC)nt; Tenant's Remedies. 

(a) If th~ Premises are partially destroy~d or damaged, T~nant shall hayeno olai;in 
against City for any damage suffered by .reason of any such dfilnage, desttuctiou, r.epair or 
restoration. Tenant waives California Civil Code Sections 1932(2) and 1933( 4) providing for 
termination of hiring upon destruction _of ±he thlng hired. · 

(b) In no event will Tenant be entitled to an a'batemertt bf Rent resulti:Qg from any 
daI:llage. destruction, repair, or restoration described he.teiil. 

15. DEFAULT; RElVIEDIES 

1).1 Event-0fDefault. The occurrence of any one or:tnnre of the following events 
shall constitute a breach oftlris Lease and an ''Event of Default" hereunder: 

(a) T.enant shall fail duly and punctually to pay Rent,. or to make .any· other 
payment req'!-tlred hereunder, when 'due to City, and .such failur~ shall continue beyond the date 
specified in a written hotice of suoh defal\It from Directot, which date shall be no earlier than the 
third (3rd) day ·.after the effective da~e· of such notice, Notwithst::mding the foregoing, in the 
event then~ o~ours two ~) defaults in the payment of Rent :or other payment dudng the. Tenn; 
therea~er Te11a:o.t shall notb.e entitled to~ and City shall have· no obligation to give, notice of any 
further defaults -in the payment of Rent or other payment. In such ev.ent, there·shall be deemed to 
occur an ~'Event of'.Def-aulf' immediately up.on Tenant's failure- to .duly and punctually pa,y Rent 
or other ·payrnenfhereurtder; or 

. (b) Tenant shall become :insolvent, or shall take the benefit -0f .any·pte:sent .or 
future insolv.enoy sfa,tute, or shall make a .general assigmnent fot the benefit of creditors, or file a· 
voluntary petition in bankruptcy, or a petition or answer seeking an. arrangement-for its 
reorganization, or the re(l(:l.justrnent of its indebtedness under the· foderal b.ankru.ptcy laws, or 
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under any other law or statute of the United States or of any state thei;-eof, or consent to the 
appointment of a receiver, trustee, or liquidator of any or substantially all of its property; or 

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

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

( e) Tenant shall voluntarily aban9.on, desert or vacate the Premises; or 

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

(g) Tenant shall fail to provide the Deposit within ten (10) days after the Effective 
Date or shall fail to maintain in full such Deposit at all times during the term of this Lease, and 
such failure shall continue for a period of more than three (3) days after delivery by Director of 
written notice of such breach or default; or . 

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

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

G) Tenant shall use or give its pennission to any person to use any portion of 
Airport or the Tennfual Buildings used by Tenant under this Lease for any illegal pmpose, or 
any purpose not approved by Director; or 

(le) There shall occur a default under any other agreement between Tenan,t and 
City, including the Other Agreements, if any, and such default is not cured as may be provided in 
such· agreement; provided, however, that nothing herein shall be deemed to imply that Tenant 
shall be entitled to additional notice or cure rights with respect to such default other than as may 
be proyided in such other agreement. As used in this paragraph, the term "Tenant" include any 
of Tenant's affiliates and any Tenant Entity. 

15.2 Statutory Notices. Notwithstanding anything to the.contrary in this Section 15, 
any written notice, other than as specifically set forth in this Section 15, required by any statute 
or law now or hereafter in force is hereby waived by Tenant to the fullest extent available under 
law. Any notice given by City pursuant to Section 15.l maybe the notice required or permitted 
pursuant to Section 1161 et seq. of the California Code of Civil Procedure or successor statutes, 
and the provisions of this L~ase will not require the giving of a notice in addition to the statutory 
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notice to tenninate this Lease and Tenant's right to possession of the Premises. The periods 
specified in Section 15 .1 within which Tenant is permitted to cure any default following notice 
from City will run concunently with any cure period provided by applicable laws. 

15 .3 Remedies. Upon the occurrence and during the continuance of an Event of 
Default, City shall have the following rights and remedies in addition to all other rights and 
remedies available to City at law or in equity: 

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

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

(ii) The "worth at the time of the award" of the amount by which the 
unpaid Rent which would have been earned after termination until the time of award exceeds the 
amount of such rental loss that Tenant proves could be reasonably avoided; and 

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

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

F9r purposes of the foregoing, the "worth at the time of award" of the amounts referred to :in 
clauses (i) and (ii) above is computed by allowing interest at the lower of 18% per annum and the 
highest rate legally permitted under applicable law. The "worth at the time of award" of the 
amount referred to in clause (iii) above is computed by_ discounting such amount at the discount 
rate of the Federal Reserve Bank of San Francisco at the time of award plus 1 % (one percent). 
Notwithstanding any other provisions hereof, any efforts by City to mitigate damages caused by 
Tenant's breach of this Lease shall not constitute a waiver of City's right to recover damages 
hereunder and shall not affect the right of City to indemnification pursuant to the provisions .of 
Section 12 [Waiver; Indemnity; Insurance] hereof. For purposes ·of calculating City's damages 
comprising Base Rent based on Gross Revenues, that amount will be computed by determining 
the highest Base Rent accruing in any Lease Year during the immediately preceding three Lease 
Years or such shorter period if the Te1m prior to termination was less than three Lease Years. 
Tenant agrees that Tenant's obligations under this Lease, inCluding the payment of Base Rent, 
are independent covenants and are not conditioned on the covenants or warranties of City. 

(b) City shall have the right and rem~dy described in California Civil Code 
Section 1951.4. City may elect not fo terminate this Lease and let this Lease continue, in which 
case City may enforce all its rights and remedies under this Lease, including the right to recover 
Rent as it becomes due under this Lease. Acts of maintenance or preservation or efforts to relet 
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the Pr~tniSe:s pr tb,e appoin.tme;nt of a. te:~eive.t µpon tl+e Wtiativ'e o;f Qit.y to protect. City's interest 
under this Lc;:i.se shall not =constitute a t¢rntlnation of"Ten:i;inV$ t~ght:to ;gossession:. . 

{p) City shi!l have the right ancl ]O'Wer.;,· :as.:attw11ey in :t~c;t fo:r, Te~~t,. t9 etiter an<tl 
to sublet the Prenuses .• to collect rents· from a.11 subtenants atid to proviqe .or arrange foF the 
provision of all services and fulfill all o b1igation$ of Tenant ( f\S petinltted in accordance with the 
tetins o:f this JLea:se) an.d City is hereby =autho+ii?ied on h¢lta1f of.Tenant, but. shall have .~bs.olutely 
UO.: ob,Jigatfon, to provide 'such 0servietis ~n(i], fil.flJ.Jl $1,lPh. oblig~tions 0ancJ. Jo incrn,r all such e:;qien.s.~s 
and co.sts as City deems ne.cessary in c.olll).~otiou tht:?te:witb. .• Tenant:shah he liable i1Pfilec1Jat~1y to 
City for ·all eo:;its and ~xp.enseJi City incurs in .co11ect.ffi:g such rents and an;anging fm or providing 
such serv±ct:?s or fulfilling such obligatkms. Qity is hereby authorized, but not obligated, to rel et 

. th{( Pte:tn.ises or any part thereof on behalf of Temant, to incur such exp.ertses as 1nay be necessaty 
to ~ff~Qt-a.; r'¢1et ajiQ. m?ke $aiq wJet fQ1! t>l!-Qii tep1J. or t~ams, 'Q'pPn ~uch 901).ditiops an,d .~.t such . 
rental '1\S. Ciiy in, its sole disctetion. m;:i.y deem proper. Tenant shall be lia'Q_ie it.nmediatelyt.o City 
for a11 -r¢as.onahfo· costs City incurs in re letting th~ Premises requh'.ed by the reletting, and other 
costs. If City relets the :Ptemis¢s or i,my portion thereof, s.ii:eh relettihg shlill not-relieve: Te.1;1.ant of : 
any obligation hereunder, except that City shall ~ppiy the rent or 0ther p:i:oceeds actually _ 
col1e9te(f b.y it as atesti1t .ofsµchrelett~ng ag?.1:1;rnt any am.punts dµe ;from Ten.antherepn<l\'J;r to :$e 
extent that suc.h tent or other proceeds cbmpensate City for the nonperformance of-any obligation 
.ofTenant.he:reuntl¢t Such.t>aYJ;hent-s:byT¢na.nt shall be due atsucli ti:ttres as arl}.ptovia.ed 
e1se.whete in this Lei:rs('., ,and .City n~ed not wait until the tet,o:ri.tratio:b. oHbis. Lease, by e.xpirati611 
of the Tenn hereof or otherwiSe, fo recover them by legal action or in any other manher. City 
.may e:xec:qte any lease ma~e pur:;ru~t he;reto in its ow.J;l nan;te; and the le;ss.!£)e theteund.er sha11 be 
lll1qer no• oblig:atiplJ- to see to tire app1ic~tlpn by City of afiy t:ent or othet psoce.e.ds.,, .;nor sha11 
Tenant have any right to Gollect any such tent or other pttio.eeds. City shail not by ~:ny reentry or 
other act be deemed to have.accepted •anysuitended~.y tenant of the.::i?re:t:iilses ot Tenant':s 
interest therein, or be deemed to haye otherwise terminated this Lease, or to have relieved Tenant 
of any :dbJlgatkm 'hereund¢r, unle~s City shall ha-ve giv¢n Te.naut expres.s written notice of City's 
election to do so a:? set fo.rth herein. · 

( d) City shall have the tight to have a receiver appointed upon application by City 
to take possession of the Premises and to collect the rents or profits therefrom ~nd to exercise all 
oth~r 1i.gb.ts and remedies pursuant tp this Section 15.3. · 

( e) City shall have the right to. 'enjoin, and any other remedy or right i1ow or 
hernafter available to a landlord against a defaulting renant under the faws of'the State of 
Cfl.lifomi<). or the equ'itable powers of its cuµrts_, and ·ri,qt othyrwise .speci:Q'ca1ly re$erved herein. 

( f) City inay elect to terrnimi.te any other agreement between T.en-an.t and City, 
inclildfug the Other Agreements~ ifany. 

15.4 ,.City's .Right to. Perform. All ,agreements and pravisfons t,o beperforro.ed by 
·Tenant under any of the tertns of this Leas.e shall b.e at: its sole cost and ex:p.ense ·a;nd without •any 
abatement ·of :Rent. If Tenant sb.all fail to ma1ce. any payment ·or perfonn any act on 1-ts part to be 
p.el;fotmed hereunder and such failure shall :continue for fon (10) days· after lioti:ce th~:reof by 
City, City may, hut shall not he .obligaJed to do so, an4 witho1,lt'w.al:v1ng or tpieasl'ng 'J'e.nant _fr-0m 
any ob_llgations. ·of Tenant, make AUY suc.:Ji payµient o.r.perform any such other;aor on T.enanfi;; 



part to be made or perfortned.as provided in this Lease. All sums so paid.by City and all 
, neoessar.y incidental costs shall be deemed additional rent hereunder and shall be payable to City 
on dematid, and City sh!ill have (in addition to any-other right or remedy of City) th~ s~me rights 
and remedies in the event of the nonpayment thereof by Tenant as in tb.e case of default by 
Tenant in the payment·ofRent. · 

15 .5· 'Rights Related to Termination. In the event of any tennmation based on any 
breach .of the cove:nants, terms and ·cond;i,tions containe.d jn 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 stor~ any personal property located therein, at the so.le 
cost and expense of Tenant without City being liable to Tenant for damage or lo.ss thereby 
sustained by Tenant. Upon such tennination by City, a:ll rignts, powers and p1ivileges of Tenant 
hereunder shall cease~ and Tenant shall :hmn.edialely vacate any sp-aoe occupied by it under this 
Lease, and Tenant shall have no claim of any kind whatsoever against City or any .City Entity by 
reason bf such termination, or by reason of any act by City or any City Entity ;inoidental ot 
related thereto. In the event of the .exercise by ·City of such option to tenninate, Tena.fit shall 
have no tight t-b or cJai)n upon any improvements or the value thereof, -w;hich way have been 
previously installed by Tenant in or on tb.e P:t::emises. 

15 .6 Cumulativ:c Rights. The exercise by City of.ahy remedy provided i:n: this· Lease 
shall be cumulative and shall :in no way affect any other remedy available to City under law ·or 
equity. 

1.5.7 .Pxepayment. As provided fa Si;iction 4.10 [Prepay Rent], if Tenant defaults jn the 
payment .of Rent, City m.ay require ptepaytnent of Rent. Such right shall be iii addition to and 
not :in liet!- -9f any and all. other rights hereunder; or at law or in equity. 

15 .8 Fines. If Tenant defaults under any of the Lease terms specified below,. Pirectm 
may elect to..impose the fines described below on the basis of per violation p~r day: 

Violation 

Violation of Premises Clause 

Failme to Complet~ Initial hn.provements on fune 

Violation ofUse Section 

Fa:ilure to cause operations or Premise.s to comply 
with Laws 

Failure to submj.t reqi;rited documents and reports, 
·inclurung :Sales Report~ 

Construction or Altetations without City approval 
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Section 

1 

2,'2 

3 

3.1,3 

4.4, 4.5, and 
others 

7 

. $300 

$1;000 

$300 

$300 

.$300 

$300 



i ( 

Violation Section Fine 

Failure to make required repairs 9 $300 

Unauthorized advertising or signage 10 $300 

Failure to obtain/maintain insurance 12 $300 

Failure to obtain or maintain Deposit 13 $300 

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

15.9 City Lien. Tenant hereby grants to City a lien upon and security interest in all 
fixtures, chattels and personal prope1ty of every kind now or hereafter to be placed or installed in 
or on the Premises, and agrees that in the event of ariy default on the part of Tenant City has all 
the rights and remedies afforded the secured party by the chapter on "Default" of the Uniform 

· Commercial Code in the state wherein the Premises are located on the date of this Lease and 
may, in connection therewith, also (a) enter on the Premises to assemble and take possession of 
the collateral, (b) require Tenant to assemble the collateral and make.its possession available to. 
the City at the Premises, ( c) enter the Premises, render the collateral, if equipment, unusable and 
dispose of it in a manner provided by the Uniform Commercial Code on the Premises. Tenant 
agrees to execute such instrnments as City may request to perfect such lien, and designates also 
Director his attorney-in-fact for purposes of executing such documents. 

15.10 Commencement of Legal Actions. Any legal action by City to enforce any 
·obligation of Tenant or in the pursuit of any remedy hereunder shall be deemed timely filed if 
commenced at any time prior to one (1) year after the expiration or termination of the Term 
hereof or prior to the expiration of the statutory limitation period that would be applicable except 
for this S eotion 15 .10, whichever period expires later.' 

15.11 Waiver ofNotice. Except as otherwise expressly provided :in this Section·l5, 
Tenant hereby expressly waives, so far as permitted by law, the service of any notice of intention 
to enter or re-enter provided for in any statute, or of the institution oflegal proceedings to that 
e.t;J.d, and Tenant, for and on behalf ofitself and all persons claiming through or under Tenant, 
also waives any right of redemption or relief from forfeiture under California Code of Civil 
Procedure Sections 117 4 or 1179, or under any other present or future law, if Tenant is evicted or 
City talces possession of the Premises by reason of any default by Tenant hereunder. 

16. SURRENDER 

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

17. HAZARDOUS MATERIALS 

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

(a) "Environmental Laws" shall mean any federal, state, local or administrative 
law, rule, regulation, order or requirement relating to industrial hygiene, environmental 
conditions or Hazardous Materials, whether now in effect or hereafter adopted, including the 
Comprehensive Environmental Response, Compensation and Liability Act of 1980l as amended 
(42 U.S.C. Sections 9601, et seq.), the Resources Conservation and Recovery Act of 1976 (42 · 
U.S.C. Section 9601, et seq.), the Clean Water Act (33 U.S.C. Section 1251, et seq.), the Safe 
Drinking Water Act (14 U.S.C. Section 401, et seq.), the Hazardoui;; Materials Transportation 
Act (49 U.S.C. Section 1801, et seq.), the Toxic Substance Control Act (15 U.S.C. Section 2601, 
et seq.), the California Hazardous Waste Control Law (California Health and Safety Code· 
Section 25100, et seq.), the Porter-Cologne Water Quality Control Act (California Water Code 
Section 13000, et seq.), and the Safe Drinld.ng Water and Toxic Enforcement Act of 1986 
(California Health and Safety Code Section 25249.5, et seq. 

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

( c) "Release" when used with respect to Hazardous Material shall include any 
actual or imminent spilling, leaking, pumping, pouring, emitting, emptying, discharging, 
injecting, escaping, leaching, dumping, or disposing into or inside the Building, or in, on, under 
or about the Prope1iy. 

(d) "Pre-Existing Condition" means the existence of any Hazardous Materials 
on the Premises immediately prior to the Commencement Date. 

17.2 Tenant's Covenants. Neither Tenant nor any Tenant Entity shall cause any 
.Hazardous Material to be brought upon, kept, used, stored, generated or disposed of in, on or 
about the Premises or the Airport, or transported to or :from the Premises or tlie Airport; 
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provided that Te.nant m.ay·use suoh substances. as. f,ll'~ pµstq:t;l.larily, µsi:;d in r~t!til sal~s :so lqµg as 
'Su,oh use is 'Pi compliance with a:ll ;:tppli¢abJy:Bnvirorinlental Lil:ws and the Ai~pott's TI Grtide, 
including the Tenant Design Criteria. 

17.3 Environmental Indemnity. TeJ.lapJ sh,~li ind@JJJDffy; d~fend., and liold h~less 
City from and against any and all Losses arising duting or after tht:rTerm as a result of m arising 
from: (1l) a br~ach by Teria:ot .of its:obligations: .vo:i:ltained in the prec.edhi-g Section 17 ,2 [Tenant's 
Covenants], or-(b) any Release of Hazardous Material from? bi, on bl.' about fuiil,Pt¢n;rlses ot the 
Airport caused by the a.ct or omission .of Tenant or any Tenap:t Entity, -or { c) the existence of any 
Hazardon.s Materials on the Prem.is.es, except to th~ extent that 1;enant can 'demo.fl,Stra.t<? th~t sl.;lch 
Hazardous Materials constitutes a Pre:.. fad.sting Condition. 

17.4 Environmental Audit. Upon reasonable·noific©; D.iteetor Bh:dl hav.e ,the right but· 
not the. obHgation. to G\?:nCluct pt ·~@.;use tp. be conducted PY ~ firm :~cc~pta'Ple to J)ir.eet9J;). :in 
~nvUQ::p1):'1¢.ntal ~udit or any other .appropriat~ inv:esti.gatim1 of tht¥ P.rentlsel!l for pos.$1b1.e 
ertviro:nm~nta1 ¢ontantlnation. l'enant shall pay Ml ¢osts assoc;iated withs:aid investigation in the 
ev.en:t such Investigation ·shall disclose any Hazardous Mateiials contamination as tO. which 
Tenant is liable hereunder. · 

17.5 Closure Permit Prior to the ten;nfuation ·o.r· expiration of this L{lase.; Director shall 
hae the right to require Tenant to file with the City an application for a Closure p.ertnit fot 
decontfililination of the .site and investigation and remciva1 of all Hazardous Materials in 
compliance with the Alrpmt~ S' TI Guide; including the· Tenant Design Criteria. the Airport; s 
;R:µles .and.RegU'latj.ons; and ~11 Laws. The Closl'.lfe Pe.trrtlt may requite a plan for long-term cate 
and surveillance of any contamination allowed to remain at the :Premises or Ai.r_pQ1tproperty :and, 
~n aclmowledgrnent ofr.esponsibility and in:d.emnification for any:and !ll1 Losses associated with 
any such 001itainit.l.atibn. 

18. EMINENT DOMAIN 

18; 1 Definitions. For purp.oses oftbis Section 18, the following ,capitalized terms shall 
have the following meaniIJ;g~; 

(a} '~Aw.ard" means .. aU .e-otr1pl\!nsatio1;1.; $Urns or vahie paid, .awarded ottec.eived 
for a Taking, whether pursuant to judgment~ agreement, settlement or otherwise . 

. Cb) '~Dqte ·Qf T~lQng?' :rrreap,s the ~arlier o;f: (a) the date upon wbfoh title to the 
portion .of the Premises taken passes to ·Pllld -vests in the .. condemnor; :and. '(b) the date on which 
Tenant is dispossessen · 

(i;:) '~T-ahln.g" myans a ta;kbig or damaging? in.cludip,g s¢V\:lff:ll1Ct;: dam.age, l:iy 
eminent dom;:iin, in;v:erse ion~enmation, 91'. for .1;my:pµh1io ot quasi.,.pµblic use un;der ?J.pplica:ble 
Laws, .A Takii:J.g may oc91;1qmrsuant to. the recording of .a final otder of c.o:EJ.demnation_, or by 
volun.tary s:ale or .conveY,anc.e in Ueu ofcondoemnation or in settlement of a condenination -actiori. 

18,.2. Gen.eta!. Jf :dµring the Tenn or 4urip.g the perfod b.etween:the vxectJti.on 0! this 
Lease and ·th~ Cpim;n~ncemel1t Pa~e}.? any Taiclng 'of :~11 or any part pf th~ Preml~ef> or .any blter.est 
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in this Lease occurs, the rights and obligations of the parties hereunder shall be determined 
pursuant to this Section 18. City and Tenant intend that the provisions hereof govern fully in the 
event of a Taking and accordingly, the Parties each hereby waives any right to terininate this 
Lease in whole or in part under Sections 1265.120 and 1265.130 of the California Code of Civil 
Procedure or under any similar Law now or hereafter in effect. 

18.3 Total Taking; Automatic Termination. Ifa total Taking of the Premises occurs, 
then this Lease shall terminate as of the Date of Taking. 

· 18 .4 Partial Taking; Election to Terminate. 

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

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

(c) City's elections to terminate this Lease pursuant to this Section 18 shall be 
exercised by City's giving notice to Tenant on or before the date that is one hundred twenty 
(120) days after the Date ofTaldng, and thereafter this Lease shall terminate upon on the thirtieth 
(30th) day after such notice is given. 

18.5 Tenant Monetary Obligations; Award. Upon termination of this Lease pursuant to 
an election under Section 18.4 [Partial Taking; Election to Terminate] above, then: (a) Tenant's 
obligation to pay Base Rent shall continue up until the date of termination, and thereafter shall 
cease, and (b) City shall be entitled to the entire Award in connection therewith (including any 
portion of the Award made for the value of the leasehold estate created by this Lease), and 
Tenant shall have no claim against City for the value of any unexpired term of this Lease, 
provided that Tenant may malce a separate claim for compensation, and Tenant shall receive any 
Award made specifically to Tenant, for Tenant's relocation expenses or the interruption of or 
damage to Tenant's business or damage to Tenant's personal property. 

18.6 Partial Taking; Continuation of Lease. If a partial Taking of the Premises occurs 
and this Lease is not tenninated in its entirety under Section 18.4 [Partial Taking; Election to 
Tenninate] above, then this Lease shall terminate as to the portion of the Premises so taken, but 

· shall remain in full force and effect as to the portion not taken, and the rights and obligations of 
the Parties shall be as follows: (a) the Minimum Annual Guarantee shall be adjusted by Director 

I 
to reflect the Taking, and (b) City shall be entitled to the entire Award in connection therewith 
(including, but not limited to, any portion of the Award made for the value of the lea~ehold 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 Te.nant's.business or damage to Tenant's personal property. 
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18. 7 · Temporary Takings. Notwithstanding anything to contrary in this Section, if a 
Taking occurs with respect to all or any part of the Premises for a limited period of time not in 
excess of one hundred eighty (180) consecutive days, this Lease shall remain unaffected thereby, 
and Tenant shall continue to pay Rent, and to perform all of the terms, co;nditions and covenants 
of this Lease. In the event of such temporary Taking, City shall be entitled to receive any 
Award. 

18.8 City Taking. In the event a Taking is initiated and conl?rimmated by the City and 
County of San Francisco, Airport Commission, and if this Lease is terminated pursuant to this 
Section 18, then City shall pay to Tenant the Relocation-Related Termination Fee based on the 
number of years remaining in the Lease after the effective date of such termination. 

19·. CITY AND OTHER GOVERNMENTAL PROVISIONS . 

19.l MacBride Principles - Northern Ireland. Pursuant to San Francisco 
Administrative Code §12.F.5, the City and County of San Francisco urges companies doing 
business in Northern Ireland to move towards resolving employment inequities, and encourages 
such companies to abide by the MacBride Principles. The·City and County of San Francisco 
urges San Francisco companies to do business with corporations that abide by the MacBride 
Principles. By signing below, the person executing this agreement on behalf of Tenant 
acknowledges that he or she has read and understood this section. 

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

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

19.4 No Representations. Tenant aclmowledges 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 ventme proposed by Tenant at the Airport, including 
any statements relating to the potential success or profitability of such venture. Tenant 
represents and warrants that it has made an independent investigation of all aspects of the 
business venture contemplated by this Lease and the Permitted Use. 

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

19 .6 Limitation on Damages. Notwithstanding anything to the·contrary herein, in no 
event will City or any City Entity be liable to Tenant or any Tenant Entity for any consequential, 
inCidental, or special damages, or special. damages, or lost revenues or lost profits. 

19.7 Sponsor's Assurance Agreement. This Lease shall be subordinate and subject to 
the terms of any "Sponsor's Assurance Agreement" or any like agreement heretofore or 
hereinafter entered into by City and any agency of the United Stat.es of America. 

19.8 Federal Nondiscrimination Regulations. Tenant understands and acknowledges 
that City has given to the United States of America, acting by and through the Federal Aviation 
Administration, certain assurances with respect to nondiscrimination, which have been required 
by Title VI of the Civil Rights Act of 1964, as effectuated by Title 49 o~the Code of Federal 
Regulations, Subtitle A- Office of the Secretary of Transportation, Part 21, as amended, as a 
condition precedent to the government making grants in aid to City for certain Airport programs 
and activities, and that City is required under said Regulations to include ih every agreement or 
concession pursuant to which any person or persons other than City, operates or has the right to 
operate any facility on the Airport providing services to the public, the following covenant, to · 
which Tenant agrees as_ follows: "Tenant in its operation at and use of San Francisco 
International Ai;rport, covenants that (1) no person on the grounds ofrace, color, or national 
origin shall be excluded from participation in, denied the benefits of, or be otherwise subjected to 
discrimination in the use of said facilities; (2) that in the construction of any improvements on, 
over, or under such land and the furnishing of services thereon, no person on the grounds of race, 
color, or n.ational origin shall be excluded from participation in, denied the benefits of, or 

· otherwise be subjected to discrimination, and (3) that the grantee, licensee, permittee, etc., shall 
use the Premises in compliance with all other require1:11ents imposed by or pursuant to Title 49, 
Code of Federal Regulations, Subtitle A, Office of the Secretary of Transpo1tation, Pait 21, 
Nondiscrimination in Federally-Assisted Programs of the Department of Transportation 
Effectuations of Title VI of the Civil Rights Act of 1964, and as said regulatio:qs maybe 
amended." 

19.9 Federal Affirmative Action Regulations. Tenant assures that it will undertake an 
affirmative action program as required by 14 CFR Part 152, Subpart E, to insure.that no person 
shall on the grounds of race, creed, color, national origin, or sex be excluded from participating 
in any employmenbictivities covered in 14 CFR Part 152, Subpart E. Tenant assures that no 
person shall be excluded on these grounds from participating in or receiving the services or 
benefits of any program or activity covered by this subpart. Tenant assures that it will require 
that its covered sub-organizations provide assurances to Tenant that they similarly will undertake 
affirmative action programs and that they will require assurances from their sub-organizations, as 
required by 14 CFR Part 152, Subpart E, to the same effect. 
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19.10 City's Nondiscrimination Ordinance. 

(a) In the performance of this agreement, Tenant agrees not to discriminate 
against any employee, City and County employee working with Pemrittee, applicant for 
employment Tenant, or against any person seeking acco;mmodations, advantages, facilities, 
privileges, services, or membership in all business, social, or other establishments or 
organizations operated by Tenant, on the basis of the fact or perception of a person's race, color, 

. creed, religion, national origin, ancestry, age, height, weight, sex, sexual orientation, gender 
identity, domestic partner status, marital status, disability or Acquired Immune Deficiency 
Syndrome or HIV status (AIDS/HIV status), or association with members of such protected 
classes, or in retaliation for opposition to discrimination against such classes. 

(b) Tenant shall include in all subleases and other subcop.tracts relating to the 
Premises hereunder a non-discrimination clause in substantially the form of subsection (a) above. 
In addition, Tenant shall incorporate by reference in all subleases and other subcontracts the 
provisions of Sections 12B.2(a), 12B.2(c)-(k), and 12C.3 of the San Francisco Administrative 
Code and shall require all subtenants and other subcontractors to comply with such provisions. 
Tenant's failure to comply with the obligations in this subsection shall constitute a material 
breach of this Lease. 

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

. (d) Tenant hereby represents that prior to execution of this Lease (i) Tenant 
executed and submitted to the Human Rights Commission of the City and County of San 
Francisco (the "HRC") the "Chapter 12B Declaration: Nondiscrimination in Contracts and 
Benefits" form (Fo1m HRC-12B-101)", with supporting documentation, and (ii) the HRC 
approved such form. 

( e) The provisions of Chapters 12B and 12C of the San Francisco Administrative 
Code relating to non-discrimination by parties contracting for the lease of City property are 
incorporated in this Section by reference and made a part of this Lease as though fully set forth 
herein. Tenant shall comply fully with and be bound by all of the provisions that apply to this 
Lease under such Chapters of the Administrative Code, including but not limited to the remedies 
provided in such Chapters. Without limiting the foregoing, Tenant u,nderstands that pursuant to 
Section 12B.2(h) of the San Francisco Administrative Code, a penalty of $50 for each person for 
each calendar day during which such person was discrimi:hated against in violation of the 
provisions of this Lease may be assessed against Tenant and/or deducted from any payments due 
Tenant. 
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19 .11 Conflict of Interest. Tenant states that it is familiar with the provisions of City's 
Charter Secti<;m C8.105, and Section 87100 et seq. of the Government Code of the State of 
Californfa and certifies that it knows of no facts in connection with this Lease which constitute a 
violation of said sections. It further certifies that it will make a complete disclosure to Director, 
if necessary, of all facts within its reasonable knowledge bearing upon any possible interest, · 
direct or indirect, which it believes a member of Commission or other officer or employee of 
City presently has or will have in this Lease or in its performance. Willful failure of Tenant to 
make such disclosure, if any, to Commission, shall constitute grounds for termination of this 
Lease. 

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

19.13 Declaration Regarding Airport Private Roads. Tenant hereby aclmowledges and 
agrees that all roads existing at the date of execution hereof within the boundaries of the Airport, 
as shown on the current official Airport plan and as it may be revised, are the private property 
and private roads of the City and County of San Francisco, with the exception of that p01iion of 
the old Bayshore Highway which rnns· through the southern limit& of the City of South San 
Francisco and through the northern portion of the Airpo1i to the intersection with the North 
Airport Road as shown on said Airport Plan, and with the exception of that p01iion of the North 
Airport Road which runs from the off and on ramps of the State Bayshore Freeway to the 
intersection with said old·Bayshore Highway as shown on said Airport Plan. It further 
acknowledges that any and all road~ hereafter constructed or opened by City within the Airport 

· boundaries will be the private property and road of City, unless otherwise designated by 
appropriate action. 

19 .14 No Relocation Assistance; Waiver of Claims. Tenant acknowledges that it will 
not be a displaced person at the time this Lease is terminated or expires by its own terms, and 
Tenant fully releases, waives, and discharges forever any and all claims or other Losses, -against 
and covenants not to sue City or any City Entity under any Laws, including any and all claims 
for relocation benefits or assistai1ce from City under federal and state' relocation assistance laws. 
Without ).imiting Section 5 [Assignment or Subletting], Tenant shall cause any Transferee to 
expressly waive entitlement to any and all relocation assistance and benefits in connection with 
this Lease. Tenant shall indemnify, defend, and hold harmless City for any and all Losses 
arising out of any relocation assistance or benefits payable to any Transferee. 

19 .15 Drug-Free Workplace. Tenant acknowledges that pursuant to the Federal Drug
Free Workplace Act of 1989, the unlawful manufacture, distribution, possession or use of a 
controlled sub.stance is prohibited on City premises. Any violation of this prohibition by Tenant 
or any Tenant Entity shall constitute a default hereunder. 

19 .16 Compliance with Americans With Disabilities Act. Tenant acknowledges that, 
pursuant to the ADA, programs, services and other activities provided by a public entity, whether 
directly or through a contractor, must be accessible to the disabled public. Tenant shall provide 
the services specified in this Lease in a manner that complies with the ADA and any and all other 
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applicable federal, state and local disability rights legislation. Tenant agrees not to discriminate 
against disabled persons in the provision of services, benefits or aotivities provided under this r 
Lease and further agrees that any violation of this prohibition on the part of Tenant, its 
employees, agents or assigns shall constitute a material breach of this .Lease. 

19. 17 Sunshine Ordinance. fu accordance with Section 67.24( e) of the San Francisco 
Administrative Code, contracts,° contractors' bids, leases, agreements, responses to Requests for 
Proposals, and all other records of communications between City and persons or films seeking. 
contracts will be open to inspection immediately after a contract has been awarded. Nothing in 
this provision requires the disclosure of a private person's or organization's net worth or other 
proprietary financial data submitted for qualification for a contract, lease, agreement or other 
benefit until and unless that person or organization is awarded the co:q.tract, lease, agreement or 
benefit. fuformation provided which is covered by this paragraph will be made available to the 
public upon request. · . 

19.18 Tenant's Utilization ofMBE/WBE. As described in Commission Resolution No. 
95-0136, the City's Board of Supervisors has found that policies and programs that enhance the 
opportunities and entrepreneurial skills oflocal minority owned and women owned businesses 
("MBE/WBE") will best serve the public interest because the growth and development of such 
businesses will have a significant positive impact on the economic health of the City and County 
of San Francisco and will serve to reduce racial tension in our community. As described in such 
resolution, the Commission desires to m8;ximize the opportunities for San Francisco based 
MBE/WBEs to obtain construction, architectural, and engineering work with Airport tenants. 
Pursuant to the foregoing resolution, the Commission has adopted a Tenant Improvement Policy 
to maximize the contracting opportunities for local MBE/WBEs in tenant improvement work 
involving construction, architectural and engineering services at the Airport. fu connection with 
any tenant improvement work hereunder that involves construction~ architectural, and 
engineering services, (a) Airport staff will set recommended participation goals in the manner set 
forth in the San Francisco Administrative Code Chapter 12D.A.; and (b) Tenant will use its best 
efforts to utilize local MBE/WBEs for the performance of such work. 

19.19 Pesticide Prohibition. As ofJanuary 1, 1998, Tenant shall comply with the 
provisions of Section 39.9 of the San Francisco Administrative Code (the "Pesticide 
·Ordinance") which (i) prohibits the use of certain pesticides on City property, (ii) require the 
posting of certain notices and the maintenance of certain records regarding the pesticide usage, 
and (iii) require Tenant to submit to the Airport Director an integrated pest management ("IPM") 
plan that (1) lists, the extent reasonably possible, the types and estimated quantities of pestiddes 
that Tenant may need to apply to the City property during the term of this Lease, (b) describes 
the steps Tenant will make to meet the City's IPM Policy desc1ibed in Section 39.1 of the 
Pesticide Ordinance, and ( c) identifies, by name, title, address and telephone. number, an 
individual to act as the Tenant's primary IPM contact person with the City. fu addition, Tenant 
shall comply with the requirements of Section 39.4(a) and 39.4(b) of the Pesticide Ordinance as 
of J aimary 1, 1999, and J anuai·y 1, 2000, respectively. Nothing herein shall prevent Tenant, 
through the Airport Director, from seeldng a determination from the Commission on the 
Environment that it is exempt froi:n complying with certain provisions of the Pesticide Ordinance 
as provided in Section 39 .8 thereof. 
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19 .20 First Source Hiring. Tenant shall comply with the San Francisco First Source 
Hll.ing Ord:inance (Board of Supervisors Ordinance No. 264-98) in cooperation with the Airport 
Commission Office of Employment and Community Partnerships pursuant to the First Source 
Hiring Agreement entered into between the Airport Commission and the Tenant concmrently 
herewith, and incorporated herein by reference. 

19 .21 Resource Efficiency Ordinance. With respect to operations and any construction 
activity, including renovation or remodeling on the Premises, Tenant shall comply with the City 
and County of San Francisco's Resomce Efficiency Ordinance, Chapter 82 of the San Francisco 
Adm:inistra~ve Code, to the extent applicable. 

19.22 Labor Peace/Card Check Rule. Without limiting the generality of other 
provisions herein requiring Tenant to comply with all Airport Rules, Tenant shall comply with 
the Airport's Labor Peace/Card Check Rule, adopted on February 1, 2000, pursuant to Airport 
Commission Resolution No. 00-0049 (the "Labor Peace/Card Check Rule"). Capitalized · 
terms not defined in this provision are defined in the Labor Peace/Card Check Rule. To comply 
with the Labor Peace/Card Check Rule; Tenant shall, among other actions: (a) Enter into a 
Labor Peace/Card Check Agreement with any Labor Organization which requests such an 
agreement and which has registered with the Airport Director or his/her designee, within thirty 
(3 0) days after the Labor Peace/Card Check Agreement has been requested; (b) Not less than 
thirty (30) days prior to the modification of this Lease, Tenant shall provide notice by mail to any 
Labor Organization or federation of labor organizations which have registered with the Director 
or his/her designee ("registered labor organization"), that Tenant is seeldng to modify or 
extend this Lease; ( c) Upon issuing any request for proposals, invitations to bid, or similar 
notice, or in any event not less than thirty (30) days prior to ente1ing into any Subcontract, 
Tenant shall provide notice to all registered labor organizations that Tenant is seeldng to enter 
into such Subcontract; and ( d) Tenant shall include in any subcontract with a Subcontractor 
performing services pursuant to any Covered Contract, a provision requiring the Subcontractor to 
comply with the requirements of the Labor Peace/Card Check Rule. If Airp01t Director · 
determines that Tenant shall have violated the Labor Peace/Card Check Rule, Airport Director 
shall have the option to terminate this Lease, in addition to exercising all other remedies 
available to him/her. 

19 .23 Requiring Minimum Compensation. Tenant agrees to comply fully with and be 
bound by all of the provisions of the Minimum Compensation Ordinance (MCO), as set fo1th in 
San Francisco Administrative Code Chapter 12P (Chapter 12P), including the remedies 
provided, and implementing guidelines and rules. The provisions of Chapter 12P are 
incorporated herein by reference· and made a part of this Agreement as though fully set forth. 
The text of the MCO is available on the web at www.ci.sf.ca.us\MCO. Capitalized terms used in 
this Section and not defined in this Agreement shall have the meanings assigned to such terms in 
Chapter 12P. Consistent with the requirements of the MCO, Tenant agrees to all of the 
following: 

(a) For each hour worked by a Covered Employee during a Pay Period on the 
property covered by this Agreement, Tenant shall provide to the Covered Employee no less than 
the Minimum Compensation, which includes a minimum hourly wage and compensated and 
uncompensated time off consistent with the requirements of the MCO. For the minimum hourly 
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gross compensation portion of the MCO~ the Contractor sha11 fH\.Y $10.00 an. li.0uti provided, 
however, that if Contractor is a Nonprofit Coi;poration or a public entity, it shall be reqillred to 
pay the increased amount only 1'fthe City makes: the finding required by Section 12P .3(a)(ii) of 
tlie :s~ ·Franci.§GO Administrative Code·. lf C~mITfr(!tot is tequJ,ted tH increase the mmitttmn ·gi:o.ss 
hourly c01D;pensation to $:1:0.00 an hour:, it,shall-prqvide the 2;5% at.11.iUal Increase required: by the 
MCO for· each ofthe next three yei:1.rs. 

(b) Tenant shall not discharge, reduce in ·oompensation, or ,qfuefWise 
·discriminate i:rgainst any employe<;: for complaining to the City with n'~ard to Tena#'? 
cofup1itmce or anticipated comp1iance With tb:e te.quitements ·of tl;i.e MCO, for opposing any 
prayfice proscribed by the MCQ, for parti'.Gipati:og in ptooeecH:ng& related t© the MCO; or for 
seekin,g to assert ot enforce any rights under the MCO by· any lawful n1e~ms. 

(c} Tc:;p:ant UiJ.deJ.'.stands an;d agrees; that the :failure to c.1.'m:;tply wlth the 
requirements of the MCO shall constitute a. rnaterfal b.re.ach by Tenant of the ten;rrs of this 
Agreement, The City; acting ·through the Conttactihg Department, .Shall detennhi.e whether such 
a breach has octiutted. 

(d) If, wiibin 30 days after r~ceiwing wiitten notlce of a breach of this 
Agreement· for viofati:JJ;g" the .MCb~ Tenant: fails to .cure such breach or, if 'BUeh bteac:h c·a1mot 
reasonably 'bf~ :cure·o. within sueb period of JO days~ Tenant fails to .com!l';l.enc:e efforts to cure 
within such perlod, or thereafter ·fails diligently to pursue· such cure to completion, the City; 
acting throµgh th¢ Contracting Departrr.i:ent, shaU have tl;i.e right to pursue the fQilowin;g. rights ·or 
remedies and any right::; or remedies available under applicable law~ 

(1} The right to charge Tenant an a:tnotUit 'equal to the difference between the Minimum 
Compensation and any ·compensa'ti<;m actually provided to a Covered Employee, 
to,gether with iI,1.terest .on :;:;µch pn'lount from tbe date pi::lyment was due at the 
maximum rate then permitted by law; 

(2) The· right to .set off all :ot any portion 0f the amount described in Subsection.( d)(l) of 
this Section·against.amounts du.e to Tenant under this Agre~rnent; 

(3) The rlght to terminate this Agreement :in whole or i'n part; 

(4) Jn the 'event ·of ;a bre~oh by Temmt of the coven.ant.referred to in Subsection (b) o:f; thi{'l 
· $-ec;tioJJ.;1 the:rigb.t to .see.k·:i;.ei.nstateme!ft.ofth!:l employee or to obtain <?th.er ~appropriate 

equitable' ,relief; and 

(5.) ·t4e. right to bar Tenant from entering :into future ,oontr,acts with. the City for thrye) (3) 
years. 

( €1) Each of the rights provided in this. Sµbs~ctio:n. (d) shaU be exercisable individually or 
in combliiation with any other rights ·or remedies avaifable to the City. Any .amounts 
realiz~d by the City purs~nt to this -s)ips~ction shall he:paid to the Coyered Emplpye:e 
·who fai1ed.to re:ceiv~ the re.ql!lred J¥[inilp.um C'on;i.per+s:ation. . 

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

(f) Tenant shall keep itself imon:p.ed of the current requirements of the MCO, 
including increases to the hourly gros.s compensation due Covered Employees under the MCO, 
and shall provide prompt written notice to all Covered Employees of any increases in 

· compensation, as well as any written communications received by the Tenant from the CITY, 
which communications are marked to indicate that they are to be distributed to Covered 
Employees. 

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

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

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

(j) Any sublease. entered into by Tenant and another party shall require that 
· party to comply with the requirements of the MCO and shall contain contractual obligations 

substantially the same as those set forth in this Section. Tenant shall notify the Department of 
Administrative Services when it enters into ~uch a suble(\se and shall certify to the Department of 
Administrative Services that it has notified the sub-tenant of the obligations under the MCO and 
has imposed the requirements of the MCO on the sub-tenant through the provisions of the 
subcontract. It is Tenant's obligation to ensure that any sub-tenants of any tier under this 
Agreement comply with the requirements of the MCO. If any sub-tenant under this Agreement 
fails to comply, City may pursue any of the remedies set forth in this Section against Tenant. 

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

(1) Each Covered Employee is a third-party benefisiary with respect to the 
requirements of subsections (a) and (b) ofthis Section, and may pursue the following remedies in 
the event of a breach by Tenant of subsections (a) and (b), but only after the Covered Employee 
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has provided the notice, participated in the administrative review hearing, and waited the 21-day 
period required by the MCO. Tenant understands and agrees that if the Covered Employee 
prevails in such action, the Covered Employee may be awarded: (1) an amount equal to the 
difference between the Minimum Compensation and any compensation actually provided to the 
Covered Employee, together with interest on such amount :from the date payment was due at the 
maxi.in.um rate then permitted by law; (2) in the event of a breach by Tenant of subsections (a) or 
(b ), the right to seek reinstatement or to obtain other appropriate equitable relief; and (3) in the 
event that the Covered Employee is the prevailing party in any legal action or proceeding against 
Tenant arising from this Agreement, the right to obtain all costs and expenses, including 
reasonable attorney's fees and· disbursements, incurred by the Covered Employee. Tenant also 
understands that the MCO provides that if Tenant prevails in any such action, Tenant may be 
awarded costs and expenses, including reasonable attorney's fees and disbursements, from, the 
Covered Employee if the colirt dete1mines that the Covered Employee's action was frivolous, 
vexatfous or otherwise an act of bad faith. · 

(m) If Tenant is exempt from the MCO when this Agreement is executed 
because the cumulative amount of agreements with this department for the fiscal year is less than 
$25,000 ($50,000 for nonprofits), but Tenant later enters into an agreement or agreements that 
cause Tenant to exceed that amount in a.fiscal year, Tenant shall thereafter be required to comply 
with the MCO under this Agreement. This obligation arises on the effective date of the 
agreement that causes the.cumulative amount of agreement.s between the Tenant and this 
department to exceed $25,000 ($50,000 for nonprofits) in the fiscal year. 

19 .'24 Airport Intellectual Property. Pursuant to Resolution No. 01-0118, adopted by the· 
Airport Commission on April 18, 2001, the Ail:port Commission affirmed that it will not tolerate 
the unauthorized use of its intellectual prope1ty, including the SFO logo, CADD designs, and 
copyrighted publications. All proposers, bidders, contractors, tenants, permittees, and others 
doing business with or at the Airport (including subcontractors and subtenants) may not use the 
Airport intellectual property, or ap.y intellectual prope1ty confusingly similar to the Airport 
intellectual property, without the Aiiport DireCtor' s prior consent. 

19.25 Requiring Health Benefits for Covered Employees. Unless exempt, Tenant agrees 
to comply fully with and be bounQ_ by all of the provisions of the Health Care Accountability 
Ordinance (HCAO), as set forth in San Francisco Administrative Code Chapter 12Q (Chapter 
12Q), including the implementing regulations, as the same may be amended or updated from 
time to tiri:J..e. The pro-visions of Chapter 12Q are incorporated herein by reference and made a 
part of this Lease as though fully set f01th herein. The text of the HCAO is currently available 
on the web at http://www.amlegal.com/sanfran/viewcode.htm. Capitalized terms ·used in this 
Section and not defined in this Lease shall have the meanings assigned to such terms in Chapter 
12Q. 

(a) For each Covered Employee Tenant shall provide the applicable health benefit set 
forth in Section 12Q.3 of the HCAO. If Tenant choose·s to offer the health plan option, such 
health plan. shall meet the minimum standards set forth by the San Francisco Health 
Commission. 
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(b) Notwithstanding the above, if Tenant meets the requirements of a "small 
business" as described in Section l2Q.3(d) of the HCAO, it shall have no obligation to comply 
with part (a) above. 

(c) Tenant's failure to comply with the reqU:irements of the HCAO shall constitute a 
material breach by Tenant of this Lease. If, within 30 days after receiving City's written notice of 
a breach of this Lease for violating the HCAO, Tenant fails to cure ·such breach or, if such breach 
cannot reasonably be cured within such 30-dayperiod, Tenant fails to commence efforts to cure 
within such period, or thereafter fails diligently to pursue such cure to completion, City shall 
have the r~med.ies set forth in Section 12Q.5(f)(l-5). Each of these remedies shall be exercisable 
individually or in combination with any other rights or remedies available to City. 

(d) Any Sublease or Contract regarding s(;\rvices to be performed on the Premises 
entered into by Tenant shall require the Subtenant or Contractor and Subcontractors, as 
applicable, to comply with the requirements of the HCAO and shall contain contractual 
obligations substantially the same as those set forth in this Section. Tenant shall notify the 
Purchasing Department when it enters into such a Sublease or Contract and shall certify to the 
Purchasing Department that it has notified the Subtenant or Contractor of the obligations under 
the HCAO and has imposed the requirements of the HCAO on the Subtenant or Contractor 
through written agreement with such Subtenant or Contractor. Tenant shall be responsible for 
ensuring compliance with the HCAO by each Subtenant, Contractor and Subcontractor · 
performing services on the Premises. If any Subtenant, Contractor or Subcontractor fails to · 

' comply, City may pursue the remedies set forth in this Se.ction against Tenant based on the · 
Subtenant's, Contractor's, or' Subcontractor's failure to comply, provided that the Contracting 
Department has first provided Tenant with notice and an opportunity to cure the violation. 

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

(f) Tenant represents and warrants that it is not an entity that was set up, or is being 
used, f?r the purpose of evading the requirements of the HCAO. · 

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

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

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

19.26 Worker Retention. Tenant shall abide by City's Worker Retention Policy. 
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20. GENERAL PROVISIONS 

20. l Notices .. Except as otherwise specifically provided in this Lease, any notice, 
consent, request, demand, or other correspondence given under this Lease shall be in writing and 
given by delivering the notice in person or by commercial courier, or by sending it by_ first-class 
mail, certµied mail, return receipt requested, or overnight courier, return receipt requested~ with 
postage prepaid, to: (a) Tenant at Tenant's Notice Address; or (b) City at City's Notice Address; 
or ( c) such other address as either Tenant or City may designate as its new address for such 
purpose by notice given to the other in accordance with this Section. Any notice hereunder shall 
be deemed to have been given and received and effective two (2) days after the date when it is 
mailed, if sent by first-class, certified mail, one day after the date when it is mailed if sent by 
overnight courier, or upon the date personal delivery is made. For convenience of the parties, 
copies of notices may also be given be facsimile to the number set forth in the Summary or such 
other number as may be provided from time to time; however, neither party may give of:fi'cial or 
binding notice by facsimile. 

20.2 No Implied Waiver. No failure by either party to insist upon the strict 
performance of any obligation of the other party under this Lease or to exercise any nght, power 
or remedy consequent upon a breach thereof shall constitute a waiver of any such breach or of 
such term, covenant or condition. No express written waiver of any default or the performance 
of any provision hereof shall affect any other default or performance, or cover any other period 
of time, other than the default, performance or period of time specified in such express waiver. 

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

20.4 Amendments. Except as specifically provided herein, neither this Lease nor any 
term or pro Visions hereof may be changed, waived, discharged or terminated, except by a written 
instrument signed by the party against which the enforcement of the change, waiver, discharge or 
termination is sought. 

20.5 Interpretation of Lease. The captions preceding the articles and sections of this 
Lease and.in the table of contents have been inserted for convenience ofreference only and such 
captions shall in no way define or limit the scope or intent of any provision of this Lease. This 
Lease has been :i;iegotiated at arm's length and between persons sophisticated and knowledgeable 
:i11 the matters dealt with herein and shall be interpreted to achieve the intents and purposes of the 
parties, without any presumption against the party responsible for drafting any part of this Lease. 
Provisions in this Lease relating to number of days shall be calendar days. Use of the word 
"including" shall mean "including, without limitation." References to statutes, sections, 
ordinances or regulations are to be consfrued as ·including all statutory, ordinance, or regulatory 
provisions consolidating, amending, replacing, succ.eeding or sl;lpplementing the statute, section, 
ordinance or regulation. Whenever the singular number is used in this Lease and when required 
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by the oontext, tbe same inclu4es the plq.ritl, the plural ineludes the siligular, and the masculine 
g{mder includes. the feminine and neuter genders_, and th~ word "person" shall include 
corporation, partnership, firm,, limited liability company, and association. 

20.6 Successors and Assigns. Su~ject. to the prov~$ions of Sectfrm 5 [Assjgrunent or 
Subletting], the term.s:. covel).ants a,nd.conditfons contained iIJ. this Lease shall bilid and inure to 
the benefit of Tenant and City and; except as otherwise provided herein, their personal 
representativf1s and successors and assigns~ 

20.7 No Thin.I~PartyBeneficia.ries: There are n.o third-partyb~neficiaries.to this Lease. 

20.8 No Joint Venture. It is expressly agreed that City= is not, in any way o.r for any 
purpose, a partner of Tenant in the conduct of Tenant's business or a member .of a joint 
enterpris.e with Tenant, and-does not assume any responsibility for Tenant's con4uct or 
performance of this Lease. . 

20.9 Brokers. Neither party has ha.d any contact or dealings regarding. tbe leasing of 
the Premises~ or any communication :i.n .connection therewith, through any licensed re!ll estate 
btoker or other person who could claim a right to a commis~ion or finder; s fee in co:onection 
with the le~se oontelli:plated herein. In the event that any broker or finder perfeds a clai:m for a 
co:mmission or finder's fee based upon -~y ~mch contact, dealings or co:mniunication, the part;y 
through whom the broker or finder makes his/her cla;im -shall b.e responsible for such commission 
or fee and shall inde1mrify, defend. ahd hold hari:nless the other party from any· ap.d au tosses 
in.curred by the indemnified party in defending agajnst thy B&me, The p.rovisions 0f this Section 
shall ~m;vive any termination or expiratiqn o:fthis Le.ase. 

20 .10 Severability. If any p'rovision of this L.ease or the application thereof to any 
person, entizy or circumstance shall, to any extent~ be invalid or unenfor.ceable, the remainder of 
this Lease, or the application of suc.h provision to persons, entities or circumstances other than 
those a.s to whiol:). it is invalid or unenforceable, shall not be affected thereby, and each other 
provision of tltls Lease shall be valid and be enforceable to the full extent permitted by law. 

20.ll Governing Law. This Lease .shaU be cons!:nled and enforced in accordance with 
the laws .of :the St~te ofC_alifornia, 

20..12 Attorneys? Fees. In the event that either City or Tenant fails to perform any of its 
obligations under this Lease or in the event :a dispute arises ·concerning the meaning or 
interpretation of any provil)ion of this Lease; the defaulting party or the paiiy not prevailing in 
such dispute, as the case way be, shall pay any and all costs and expenses lUCiliTed by the other 
Plilrl:Y-in enfo;rc;ing or establiShir).g its rights hereprtder (wheth~r oi' not such action is prosecµted to 
judgment), including, without limitatio-n. court costs and reasonable attomeys' fees. For 
purposes of this Lease, reasonable fees of attomeys ofQity'.s Of:fipe of the City Attorney shall be 
based on the fees regularly charged by_private attorneys with the equivalent number of years of 
experience in. the 'Subject matter at.ea of the law for which th.e City Attom~y· s services were 
rende:i;ed who practice in the City of San Francisco in. law firms with approximately the ,game 
number of attomeys as employed by the Office of the City Attorney. · · 
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20.13 Cmnulative Remedies. All tights and rem~'di¢s .of either party hereto set forth :in 
this Lea.s.e shall be cumulative~ except :as. ma)(otherwise be p11ovid~d her~in. 

S0~14 Time. ;Of Essence, Time is of th~ .eS,q(;?,Q,Ge with r~spect t!Jj. all p:uoyisions Qf this 
Lease in which aile'finite. tlni~ for perfonnane~ is specified. · 

20..15 .Reservations by City. City m~y {a) at any titn:e<,\ upon teasmnabfo advance wrltt¢n 
or oral notfo~, enter the· Premises to .show the Premises to p'rosp(ictive tenants or othe;r .interested 
parties, to po$~ notice$ of non-respon..f?ibillty, to reme~~rure the Premises, to repair any part of the 
Pri:;n.iis~s. Q>f adjpin.ing ar~~s, to :inBt~i1 e.quipmen;t for adj9fu.ing areas, and f'ot any ·other lawful 
pu.Jj).ose;· :(b) without advance notice, enter the Premises to conduct an environmental audit, 
operational audit, or general inspection, or m ah emergency. City ~hall use reasonable efforts to 
intnirhize. disruption in TenanCs business. S:q.i;:h entry shall not eonstitute a forcible orwilawful 
entry jntoor a·dt'}tainer o:fthe.Prerhises? or an evic:f:ipn~ ~otµ~l or oonstructiveofTenant from the 
Premises. City reserves the exclusive.right to use. all ar¢as ·!Df:the Airport 1).pt oomprls.ing the 
Pren:U.se.$., 'and the extetior· wifllls and toof$ the Premises.. City l,'.es.etv:es ~he. .€l,:xclusiVe tight to use 
such areas together with-the r~ght to install, maintain, use,, :r.epai~~ and replace p~pes, ducts; 
conduits, ·wires; colunii1s, and structural elements serving. other parts oNhe· Airport in and 
tlrrougb.: the. Pre.mi.se;:i. This rese.fva1;foo. in no w~y affects maJ.nte:rµUJ:ci;: ob1.igations iwposed in 
this Lease. · 

20.16 Sutvival of Inder:iJnities. Expiration ot tennination-0fthls tease shall not affect 
tht? .right· of .either pwt:Y to enforce any ?md all. in4~mnities and rep.r~sepJations ~nc;l wammties· 
gl:Y:¥1J,.P.t tn.;;Jde to Jhe. other party µnd~r this Ll;ii;i$e, npr $,h~ll it :e:ffec~ any provision. pf this Lease 
that e~pr~ssly stat~s it shall survive te.rmjnation hereof;. Eaoh party hereto. sp.ecifica'lly 
acJmowled,ges and agrees that, with respect to eao)l of the i:ridemnifies ccmtained .in this Lease; 
the indemnitor has an immediate. and mdependent obugatiq:i1 to def.encl. ·the inde:rnnitees. from any 
'dai.rn w1tlch actually .or potentially falls within-the indemnliy'PWYi.l:liop. ey~n if s1wh all~ga:tio:n. is 
qr may be gi:m:i:iJ.clle.ss,. fr~tJdµlent or false; wbiph pQ:Ug~tfon aris~s. ·.at the ti:ll.J.e s11.ch ~laim is 
tender.ed t-o, the indemnitor by th~ indeinnitee. Further, Te:nant"·s obligatiotr to make payments to 
City in re.sp.ect of accru.ed .charges (including those which have not yet been billed) and to make 
repairs (including those tefati.J;ig to the retµm of the PreJ.11ises to City) which are accrued at the 
expiration or earlier temm1ation of this Lease. sh<ill suryiye the exp:ir~tion,or earlil:!r tem1imi.tion 
o:f thjs Lease. 

20.17 .Quiet Enjojnienf ·~ind. Title. Tetumt, up·on pa:ying the Rent het.eunder. :and. 
perfo:rrni:ftg. the covenants hereof, shall peaceably and quietly· ha;ye, hold ancl. enjoy'tbe Premise~ 
and :all appurtenances during the. full Tenn as against all persons or entities claiming by and 
through Cjty, Tenant expressly .ackn.owle~ge.s ~hat Tenan.Fs right: to quiet posse.ssfon'.of the 
Premfaes does 'not pr~clud~ City's right to in.alee changes- :and additio;ns fo the Aftport,. includitrg 
the Preri.~es. and to do work in the Premises as J?ernrltted by this Li;:ase; 

20.1:8 No ·Ri:ght .. ofRedemption. 'f errap.t wa{ves M.Y rlght ·pf red~mption ;©r reinstatement 
DJ Teilii;llt ,µ.nder f:l'.Q.y11resent or fufur.e ca~e. law or st~tutoiy provision (:ihcluding Code of Civil 
Procedure S·ections. 473 and 1179 and Civil Code 'Section 341.5) fu the event Tenant iS 
dispossessed from. the· Premises for any reason. 'This waiver applies to futµte· statutes enacted in 
a:.ddition or in slibstitutimi to the statutes specified herein. · 
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20.19 Accord and Satisfaction. The payment by Tenant or the receipt by City of a lesser 
amount than the rent stipulated in this Lease maybe, at City's sole option, deemed to be on 
account of the earliest due stipulated rent, or deemed to be on account ofrent owing for the 
current period only, notwithstanding any instructions by or on behalf of Tenant to the contrary, 
which instructions shall be null and void, and no endorsement or statement on any check or any 
letter acc()mpaI)..ying any such check or payment will be deemed an accord and satisfaction, and 
City may accept such checkor payment without prejudic~ to City's right to recover the balanc.e 

· of such rent or payment or pursue .any other remedy available in this Lease, at law or in 
otherwise. City may accept any partial payment from T~nant without invalidation of any 
contractual notice required to be given herein (to the extent such contractual notice is required) 
and without invalidation of any notice given or required to be given pursuant to applicable law. 

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

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

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

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

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

20.25 Lease to be Signed. The preparation and submission of a draft of this Lease by 
either party to the other does not constitut~ an offer nor will either party be bound to any of the 
terms of this Lease or the entirety of the Lease itself until both parties have fully executed a final 
document and an original signature document has been received by both parties. 
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Upon City's request, Tenant sball _ptoYl.:4e City evidenG"e reasonably satisfactocy to City 
coitfi.:tinln:g the foregoing tepres¢ntations and warranties. 

20.23 Consents. If City is required to reasonably grant C0i1$eilt 01' .apptov~l, but does not 
do so, Tenane .s soie and excl:usiye remedy is to seek specific Perfonnance and ill :Qo eyent will 
City be liable for any mo,netary dam,a,ges. · 

2,0,24 Counterparts. This Lease ma;y be .ex.ecµteq in two or more counterJ}arts, ea;ch of 
WID~h shall be ('.feemt;:d an original~ bi.lt all ofwhfoh takcti •fog¢.ili,er SPalJ C9US#tute ·one ti.fid the 
same l;nstrumen.t. 

20.25 Lease to he :Sigued. The _prepru;~tj.on wid sub:tiiission of a draft of this Lease by 
.either party· to the -other does not constitute an offer ~ot ·Will ¢ifb;er P.4ftY he -bound to any of the 
tern;is of -this· t.e~se or the entirety of the Lease itself until both pm'l;ies have fully ex.ecuted a filial . 
documen.t$d an odgina,1 s~gflati;tre -docfuitenfhas been tecelv¢d by both parties. 

IN WITNESS WHERE.OF~ the·_parties haye ex:ecut.ed thfs Lease as ofihe Effectiye Date. 

TEN.ANT: Gpf;wrn '£~.J.:e1pr1"'>C. J. L LC. 
.a l);t(awtu.&- lmuted lia,bility c-opipany 

By:~~ '1/,,fo3 
· .· l~nn Meyers 

~ Member · · ... 
By:c_.,Z. ~po 0 ~4--IO'·Q3: 

· Dayna Meyers · . 

~Ji:lbor /.: · 
"(sigmito1fos to also initial Summmy] 

By:~~ . '{ .zohs: . 
Oart. ti .M.eyers ~ I 

Member 

CITY: :CIJY AND COUNTY OF .SAN FRANCISCO, 
a municipal co_tpor~tion, 

[sigii&tpri~:,; to also initial Summary] 

AUTHORIZEDBYAiR.PORT 
COMMISSION 

Res9hiti ·· ·. 

acting by and through its .Airport Commission 

Approved as to f01m: 
DE~S J .. 1ffiRJIBRA 

Cicy Attomey · 

Adop~~ .. ,. :---!/-~:.-rr-:~~~~~£.... 
Attest:J.....Q.J..!~~~c=:..:..=~=-.=L 

. BY.,» . - . . . 
C':\l'liil:u · :nts.i111J.!·ktting~\glfnn.meyers\Lrirni_SQL1ingsiTe;111wrary lntc~lJ~p ty City Attorney> 

.fi!~i:\Clllknt. ES\6W3VE3R\L<':tsi;C\-.n;;eF;idfilic,;Final.-\pril 151 l] OClC 
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LIST OF EXHIBITS 

EXHIBIT A:-- Description of Premises 

EXHIBIT B -Description of Initial Improvements 

EXHIBIT C - Use and Operational Requirements 

EXHIBIT D - Construction Period Operations 

EXHIBIT E- Form of Commencement Date Acknowledgment 

EXHIBIT F-1-Form of Performance Bond 

EXHIBIT F-2 - Forin of Letter of Credit 
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1. T3.2.061 

2. F.2.084 

3. B.2.053 

EXHIBIT A 
PRE.lVIISES 

DESCRIPTIONS: 

(
11 T3 Space) - 415 1 

(
11F Spa·ce") - 1,450 

( "B Space 11
) = 5Q2l 
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LOCATION TEN.ANT CAT AREA CONTRACT EFF DATE 
B.2.053. FIREWOOD 1 502~ 

TENANT LOCATION LEASE DRAWING 
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EXHIBITB 
INITIAL IMPROVEMENTS· 

Tenant shall refurbish, redecorate and modernize the intenor and exterior of the Premises 
to convert it to the "Firewood" traded.ress or other concept approved by the Airport Director. 

Ex.hibitB - Page 1 
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EXHIBITC 
USE AND OPERATIONAL REQUIREMENTS 

1. GENERAI;REQUIREMENTS: All food and beverage shall be sold on a non
exclusive basis, and Airport reserves the right to sell and to permit other Airport 
tenants to sell such food and beverage. All such items must be sold at retail. Tenant 
may not display, sell, rent, or otherwise offer any food and beverage or other product 

2. 

3. 

. that is inconsistent with the Permitted Use. 

REQUIRED CONCEPT: Tenant shall cause all aspects of its operations, including 
its tradedress, food and beverage products, menu, and prices to be consistent with the 
following concept described on the attached. On or before the date that is sixty ( 60) 
days prior to the Rent Commencement Date, Tenant shall submit to Director for 
Director's approval its proposed menu, including pricing. Provided that such menu is 
approved by Director, Tenant shall not make any changes (including changes to the 
pricing) without Director's prior consent. Tenant shall be entitled to offer "specials" 
without Director's prior approval provided the "special" is seasonal and temporary and 
the price of such "special" is comparable to the other menu items. 

PROIDBITED MERCHANDISE AND FOOD AND BEVERAGE: Tenant 
understands and agrees that the following products or services are not included within 
the Permitted Use, without the prior written consent of Director, which consent may 
be granted or denied in Director's absolute and sole discretion. 

(A) The sale or delivery of any duty free/in-:bond merchandise; 

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

(C) Any and all sales of meals, alcoholic beverages by the drink, and soft drinks, 
whether for immediate consumption or for public sale, with the exception of 
the food and beverage items listed above; 

(D)Freshlyprepared popcorn or peanuts in the shell; 

(E) Souvenir items; provided, however, that, with Director's prior consent, Tenant 
shall be pe1mitted to sell products which bear the logo of Tenant's operation 
or are directly related to Tenant's permitted concept; provided that such 
souvenir items shall not, in the aggregate, take up more than 10% of Tenant's 
operations space; 

(F) Any and all sales or rental of telecommunications equipment; and 

(G)Any and all sales of phone cards .. 

Exhibit D - Page 1 

I 



[ EXHIBIT .c. 

• 

SP ACE T3.2.061, F.2.084, B.2.53 

FIREWOOD coffee 
Ora 

National Coffee. 
Company Na11ie 

(Le. Starbucks Coffee, Peets Coffee, Peerless Cofff!e etc .. J. 
Or ~ther Coffee Company reasonably acceptable to the Airport irector. 

Permitted. Uses: 

II 

A first-ciass.~ high qualjty specjaJty coffee venue serving specialty 
coffee drjnks, whole beans, teas, pre~packed sandwiches, soups, 
muffins» assorted. pastries and ready to drink beverages. All jtem.s 
8.fC SO]d for off-premise C011SU111ption. Subject to approvalof Airport Director. 

Exhibit A- Page 1 
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EXHIBITD 
CONSTRUCTION PERIOD OPERATIONS 

During the consh'uction period after the Commencement Date and prior to the 
completion of the Initial Improvements, Tenant shall, at Director's request, conduct limited 
operations constituting the Permitted Use. Prior to commencing such operations, Tenant shall 
outline the proposed area for such operations, the hours of such operations, and the inventory 
to be offered for sale. Such operations shall be on such items and conditions required by 
Director, including the following terms and conditions: 

a) Director may revoke Director's approval at any time, and following such 
revocation, Tenant must immediately cease such operations until the Rent Commencement 
D~. . 

b) Such interim operations may be conducted only in the area designated by 
Director. Tenant's responsibilities and liabilities with respect to such designated area shall be 
the same responsibilities and liabilities that Tenant has with respect to the Premises, except 
that Tenant shall not be obligated to perform the Initial Improvements or any other Alterations 
on such designated area. · · 

c) As rent for the interim period, Tenant shall pay to City Twenty percent (20%) 
of all Gross Revenues achieved from such designated area during each month of such interim 
period. All such rent shall be due and payable on the twentieth (20th) day of the month 
following each month of operation, and otherwise as provided in Section 4 of the Lease. 
Tenant shall rep01t all Gross Revenues achieved during such interim period and such Gross 
Revenues shall not be included as "Gross Revenues" for the purposes of calculation of rent 
following the Rent Commencement Date. 

d) Tenant shall be solely responsible for making the designated area useable for 
Tenant's interim operations, and for protecting such area from construction and other 
activities in the Premises. At Di.rector's request, Tenant shall restore such area to the 
condition existing prior to Tenant's use thereof. 
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EXBIBITE 
FORM OF COMMENCEMENT,DATE ACKNOWLEDGEMENT 

SPECIALTY COFFEE FACILITIES - DOMESTIC TERMINALS 

Name and Notice City: 
Address of City and County of San Francisco 

Parties: aGting by and through its Airport 
Commission 
San Francisco International Termirial, 
5th Floor 
P.O. Box 8097 
San Francisco, .CA 94128 
Attention: Airport Director 

Premises: 

Commencement Date: 

Rent Commencement Date: 

Tenant: 

MAG Adjustment Dat.e: · ------------------~---

The above tenns are incorporated into this Aclmowledgment of Commencement as indicated 
above and referenced herein. · 

This Acknowledgment of Commencement is made with reference to that ce1tain lease 
agreement (the "Lease") between the party designated above as City ("City"), as landlord, and 
the party designated above· as Tenant ("Tenant") dated as of , 
regarding the certain premises generally desc1ibed above, all as is more particularly set forth in 
the Lease (the "Premises"). Tenant certifies to City the following: 

1. Tenant accepted possession of the Premises on the Commencement Date and aclmowledges 
that the Premises are as represented by City and in good and sanitary order, condition and 
repair; and that the improvements, if any, required to be constructed by City under the Lease 
have been constrncted and are satisfactorily completed in all respects. · 

2. The Cornrnencenient Date, Rent Commencement Date, and MAG Adji.:tstment Date are as set 
fo1th above. 

3. Tenant has not made any "Transfer" (as defined in the Lease) of any of the Premises, the 
Lease, or Tenant's leasehold interest. 
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'.EXHIBIT F-1 
FORM OF PERFORMANCE BOND 

Bond for Deposit under Lease 
Sample Forniat 

--------~----(Surety) 

KNOW ALL MEN BY THESE PRESENT~ 

That we, .,· as Prinoip~l, and 
_______ __, a corporation duly organized and existing under and by virtue of the 
laws .of the State of . as Surety, are held and :finnly bound unto the City 
and County of San Francisco, acting by and through its Airport Commission, as obligee, in 
the sum of Dollars ($ lawful money of the 
United States o:f Amerj.ca, to be p<;iid to the City and County of San Fra,ncisco, ~cting by and 
through its Allport Commlssion_. for which payment, well and truly to be made~ we bind 
ourselves, our heirs. executors and successors, joint1y and severally;.:firmly bythese presents. 

WHEREAS, the Principal has executed a [INSERT NAME OF LEAS.E/PERMJT] 
(the "Agreemenf').. · 

NOW, THEREFORE, the condition ofthls obligation is·such that if the Principal shall 
perfonn all tet:rhs·-ofthe Agreement{wbich by reference is made a part hereof), including the 
payment of rent or fees, in accordance with the terms o;f such Agreement, then this obligation 
shal1 be null and void, otherwisy to rem~in in full force and effect; and shall be effective 

This bond may be called upon by Obligee by a notice sent to the Surety by registered 
mail, ·overnight mail, overt]igh_t·courier service, or otheJ; couri~t i:.;ervice serttt-0 .our offices at: 

Signed, sealed and dated this_· ______ day of ______ _ 

Princ~pal: By:. 
Title: 
Seal: 

Surety By: 
Company: Title: 

Seal: 

(Attach Notary Public Certi:f:1cate and Attorney-1n-Fac.t forni) 
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EXlitlUT F "i2 
FORM OF LETTER OF CREDIT 

Irrevocable Letter of Credit for Oep·os"it for Lease 
San:ipleFormat . 

Date _________ _ 

Airport Commission 
City and County of San Francisco 
San Fr~cisco International Aiiport 
POBox·8097 
Sap_ Francisco, CA 94128 

Ladies and Gentlemen:· 

Letl;er of Credit No,._·-----~ 

We hereby establish an irrevqcable lefter .of credit in yoµt favor in the :amo.unt of 
_______ United States Dollars (US.$ · for the account of 
____________ , available by your draft .at sight, when.accompanied by the· 
fo11oWing. doctm:ient 

A statement signed by the Airport Director of the Airport Comn:rission ofihe City and 
County of San F1:ancisc·o,, to the ·~ffect that has defaulted 
underthe [insert name .of Lease/ Permit] with the City and County :of San Francisco, 
acting by a~d through its Airport Commission at San Francisco Inter;national Ai:t;port. 

· ))ra~s drawn 1:111de~· c;1:nd in compliance With the terms of this letter of cn::dit will be duly 
honor(<d by lis upon, presentation and ,deliveiy ofthe statement spe<;i:fied above.. Partial draws are 
pebnitfod. Such drafts tnay·be presented by registere.d mall, overnight mail, overnight 00urier 
servic~, or other courier service S€1nt to our offices at: · 

Sincerely, 

Exhibit F-2 - :Page 1 

I 
I . , 
! 



.... , 

. AMENDMENT NO. 1 TO 
SPECIALTY COFFEE FACILITIES IN THE DOMESTIC TERMINAL BUILDINGS 

LEASE NO. 03-0069 
AT SAN FRANCISCO INTERNATIONAL AIRPORT 

THIS AMENDMENT NO. 1 TO DOMESTIC TERMINAL SPECIALTY COFFEE FACILITIES 
LEASE AT THE SAN FRANCISCO AIRPORT LEASE NO. 03-0069 ("Amendment No. l"), 
dated as of April 21, 2015 for reference purposes only, is entered into by and between the CITY 
AND COUNTY OF SAN FRANCISCO, a municipal corporation ("City''), acting by and through 
the SAN FRANCISCO AIRPORT COMMISSION, as landlord, and Gotham Enterprises, LLC, as 
tenant ("Gotham"). 

RECITALS 

A. Pursuant to Resolution No. 03-0069, adopted April 15, 2003, the Airport 
Commission ("Commission") approved a settlement of an un-Iitlgated claim, which included an 
assignment of Lease No. 99-0292J from D. Mitchell Concessions, Inc. to an entity formed by 
Glenn, Dayna and Garrett Meyers for Gotham's operation of three coffee facilities at San 
Francisco International Airport ("Airport"). Gotham operates as Peet's Coffee & Tea in the 
Domestic Terminals under Lease No. 03-0069 ("Lease"), which has a term of approximately 
twelve years and an option to extend the term by two years. 

B. On May 22, 2009, the Commission approved the early exercise of the option term 
of tb:e Lease, thus extending the Expiration Date to November 8, 2017. 

C. The Airport has commenced a Terminal 1 Redevelopment Program that will 
require the early closure of Gotham's Terminal 1, Boarding Area·B location as shown on the 
drawing titled B.2.053 attached as part of Exhibit A to the Lease ("Terminal 1 Prenll,ses"), which 
is scheduled t0 occur in or around June 2016. 

D. Staff has identified a suitable replacement space for the Terminal 1 Premises 
comprised of a comparable square footage located in the portion of Temrinal 1 Boarding Area B 
that will remain open as described in more detail below ("Tem1inal 1 Replacement Premises"). 
The Airport expects that the Terminal 1 Replacement Premises will become available in or 
around June 2016. 

E. The parties desire to extend the tenn of the Lease for the Terminal 1 Replacement 
Premises only, so that Gotham will operate aPeet's Coffee & Tea in Tenninal 1 Boarding Area 
B until it permanently closes and the newly renovated Terminal 1 opens, which is scheduled to 
occur in or around September 2019. 

F. The Lease as amended by this Amendment No. 1 shall be refened tO below as the 
"Lease". 
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G. · All capitalized tenns not otherwise defined herein shall have the meaning given to 
them in the Lease. 

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

AGREEMENT 

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

2. Terminal 1 Replacement Premises. The description of the Premises under the Lease is. 
amended by deleting reference to the Terminal 1 Premises and replacing it with the Terminal 1 
Replacement Premises, which shall be comprised of approximately 502 square feet of concession 
space located in Terminal 1 of the San Francisco International Airpmt in or around the location 
described on Attachment 1, the exact location of which shall be determined by City. 

3. Term. Section 2.3 of the Lease [City's Right to Extend Tenn] is deleted in its entirety. 

4. Extension of Term for the Terminal 1 Replacement Premises. 

a. The term for the Tenninal 1 Replacement Premises is extended fil!.d will expire in 
or around September 2019, provided, however, such extended term may be 
shortened or further ext;ended by City, in City's sole discretion, to accommodate 
construction schedules. 

b. The term for the two Terminal 3 Peet's Coffee & Tea locations will remain 
unchanged and expire on November 8, 2017 in accordance with the original term 
of the Lease. 

5. Build out of Terminal 1 Replacement Premises. City,.at City's expense, will construct 
Gotham's Tenninal 1 Replacement Premises, which will be reasonably comparable to the 
existmg Terminal 1 Premises while also reflecting the short term nature of the operation. City 
will re-use existing equipment to the greatest extent possible. Gotham will be consulted 
throughout the design and relocation process. Gotham will relocate all chattels and supplies to 
the Terminal 1 Replacement Premises and will prepare the space for opening of its business 
operations as soon as practicable following delive1y by ·City. Gotham hereby agrees that upon 
delivery of the Tenninal 1 Replacement Premises it shall accept such Tenninal 1 Replacement 
Premises in its "as is" and "with all faults" condition and that City has not made any 
representations or warranties, express or implied concerning such Terminal 1 Replacement 
Premises. For avoidance of doubt and without limiting the applicability of other sections of the 
Lease, Sections 9.1 ["Asls" Condition] and 12.1 [Waiver] apply to the Tenninal 1 Replacement 
Pre.mises. Gotham waives all Claims against City for any delay in delivery of the Terminal 1 
Replacement Premises and any such delay shall not result in a further extension of the Lease 
term or permit Gotham to occupy the existing Terminal 1 Premises beyond the closure of such 
premises as determined by City. 
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6. Rent and Other Fees and Charges. Rent and other Fees and Charges which are tied tq . 
the square footage of the premises will be adjusted based on the difference (if any) in square 
footage between the existing Te1minal 1 Premises and the Terminal 1 Replacement Premises. 
Gotham's obligation to pay Rent for the Terminal I Replacement Premises will commence on 
the earlier to occur of (a) the date Gotham opens for business at the Te1minal l Replacement 
Premises; and (b) seven days following City's delivery of the Terminal I Replacement Premises. 

7. Entire Agreement. This Amendment No. 1 contains the entire agreement between the 
parties with respect to the subject matter of this Amendment No. 1. Any.prior conespondence, 
memoranda, agreements, warranties, or written or oral representations relating to the subject 
matter of the Amendment No. 1 are superseded in their entirety by this Amendment No. 1. No 
prior drafts of this Amendment No. 1 or changes between those drafts and the executed version 
of this Amendment No. 1 shall be introduced as evidence in any litigation or other dispute 
resolution proceeding by any party or other person, and no court or other body should consider 
such drafts in inte1Jlreting this Amendment No. 1. 

8. Miscellaneous. This Amendment No. 1 shall bind, and shall inure to the benefit of, the 
successors and assigns of the parties hereto. This Amendment No: 1 is made for the pui}mse of 
setting forth certain rights and obligations of Gotham and City, and no other person shall have 
any rights hereunder or by reason hereof as a third party beneficiary of otherwise. Each party 
hereto shall execute, acknowledge, and deliver to each other party all documents, and shall take 
all actions, reasonably requested by such other party from time to time to confum or effect the 
matters set forth herein; or otherwise to cany out the purposes of this Amendment No. 1. This 
Amendment No: 1 may be executed in counte1}larts with the same force and effect as if the 
parties had executed one instrument, and each such counterpart shall constitute an original 
hereof. No provision of this Amendment No. 1 that is held to be inoperative, unenforceable or 
invalid shall affect the remaining provisions, and to this end all provisions hereof are hereby 
declared to be severable. Time is of the essence of this Amendment No. 1. This Amendment 
No. 1 shall be gpverned by the laws of the State of California. Neither this Amendment No. 1 
nor any of the terms hereof may be amend~d or modified except by a written instrument signed 
by all the parties hereto. 

9. Full Force and Effect. Except as specifically amended herein, the te1ms and conditions 
of the Lease shall remaj.n in full force and effect. 

Ill 
Ill 

· [REMAINDER OF PAGE LEFT INTENTIONALLY BLANK] 
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IN WITNESS WHEREOF, City .and Gotham execute this Amendment No. 1 to the Lease as of 
the last date set f01th below. 

CITY: CITY AND COUNTY OF SAN FRANCISCO, 
a municipal co oration, 
acting by throu h its Airport Commission 

TENANT: 

AUTIIORIZED BY AIRPORT 
COMMISSION 

Resolution No. /~OJ 0~,--
Adopted: Hr Ol 1, N 

4.21.2015 

By: 
~~~--~~~~~~~~~~~~~ 

Name: Gror~ocpnrn) llf e WS 
Title: ~d' /lt{-(,4~r/1a.ju 

X:\TENANTS\Got11arn_M1'yers\Agreernents\Working Docs\Amend l Peet's Coffee BAB 04-21-15x.docx 
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Attachment 1 

Peet's Coffee & Tea Locations under Lease No. 03-0069 

Unaffected Peet's 
Coffee & Tea 

Location 

Unaffected Peet's 
Coffee & Tea 

Location 

Tenant: Gotham Enterprises, LLC 
Amendment No. 1 to Lease No. 03-00069 

~e-e-~-c-c,e 
'\,,._ a>7 

··;."(G, rG )~:'. 
" ii e 

·,:f!":ninal f) 

TT TT TT 
International 

Terminal 

- 5 -

Affected Peet's Coffee 
& Tea Location 

Replacement 
Location for 

Peet's Coffee 
& Tea 



Ms. Angela Calvillo 
Clerk of the Board 
Board of Supervisors 
City Hall 

San Francisco International Airport 
February 28, 2018 

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

Subject: Approval of Amendments to Four Leases with the City and County of San 
Francisco, acting by and through its Airport Commission, specifically 
Amendment No. 1 to Domestic Terminal Food and Beverage Program Lease 
No. 03-0204, with Bay Area Restaurant Group; Amendment No. 1 to 
Domestic Terminal Food and Beverage Program Lease No. 03-0203, with 
D-Lew Enterprises, LLC; Amendment No. 2 to the Specialty Coffee Facilities· 
Lease No. 03-0069 with Gotham Enterprises, LLC; and Amendment No. 2 to 
the Electronics and Technology Stores in Terminal 2 and Terminal 3 Lease 
No. 10-0038 with In Motion Entertainment Group, LLC 

Dear Ms. Calvillo: 

Pursuant to Section 9.118 of the City Charter, I am forwarding for the Board of 
Supervisors' approval, the following Lease Amendments: 

1. Amendment No. 1 to pomestic Terminal Food and Beverage Program Lease No. 
03-0204, with Bay Area Restaurant Group 

2. Amendment No. 1 to Domestic Terminal Food and Beverage Program Lease No. 
03-0203, with D-Lew Enterprises, LLC 

3. Amendment No. 2 to the Specialty Coffee Facilities Lease No. 03-0069 with 
Gotham Enterprises, LLC 

4. Amendment No. 2 to the Electronics and Technology Stores in Terminal 2 and 
Terminal 3 Lease No. 10-0038 with lnMotion Entertainment Group, LLC 

The AirpoILCommission has approved the Lease Amendments by adopting Resolution 
Nos. 17-0316, 17-0317, 17-0318 and 17-0319, respectively, on December 19, 2017: 

Original and two copy sets of the following documents for each of the Lease. 
Amendments are enclosed for review: 

• Board of Superv.isors Resolutions; 
• Approved Airport Commission Resolutions No. 17-0316, 17-0317, 

17-0318 and 17-0319; 
• Ethics Form SFEC-126 for the Board of Supervisor; 
• Ethics Form SFEC-126 for the Mayor; 

C!i 
C· 

• A copy of the Domestic Terminal Food and Beverage Program Lease 
No. 03-0204, with Bay Area Restaurant Group, Domestic Terminal· 
Food and Beverage Program Lease No. 03-0203, with D-Lew 

r'o..) 
C) 

·-\ :.-;. 

\ 

IJ) 

AIRPORT COMMISSION CITY AND COUNTY OF SAN FRANCISCO 

MARK FARRELL LARRY MAZZOLA LINDA S. CRAYTON ELEANOR JOHNS RICHARD J. GUGGENHIME PETER A. STERN IVAR C. SATERO 

MAYOR PRESIDENT VICE PRESIDENT AIRPORT DIRECTOR 

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



Ms. Angela Calvillo 
February 6, 2018 
Page 2 

Enterprises, LLC, Specialty Coffee Facilities Lease No. 03-0069 with 
Gotham Enterprises, LLC, and Electronics and Technol_ogy Stores in 
Terminal 2 and Terminal 3 Lease No. 10-0038 with lnMotion 
Entertainment Group; LLC; and 

• A copy of Amendment No. 1 to the Specialty Coffee Facilities Lease 
No. 03-0069 with Gotham Enterprises, LLC; and Amendment No. 1 to 
the Electronics and.Technology Stores in Terminal 2 and Terminal 3 
Lease No. 10-0038 with In Motion Entertainment Group, LLC. 

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

Very truly yours, 

Enclosures 

cc: Cheryl Nashir, Director, Revenue Development and Management 

JC/ICS/LF/CN/GR:tmp 
bee: Admin/Chron/File/Legal 
X:\Projects\Terminal 3\T3 West\Board of Sups\Cover Letter.rtf 



File No. 180211 
FORM SFEC-126: 

NOTIFICATION OF CONTRACT APPROVAL 
.. ampa1gn an overnmen a on uc o e (S F C d G t 1 C d t C d § 1 126) 

City Elective Officer Information (Please print clearly.) 

Name of City elective officer(s): City elective office(s) held: 

Members, SF Board of Supervisors Members, SF Board of Supervisors 

Contractor Information (Please print clearly.) 
Name of contractor: 

Gotham Enterprise, LLC 

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) NIA; 2) Glenn Meyers, Managing Member; 3) NIA; 4) None; 5) NIA 

Contractor address: 

123 2nd Street, Sausalito, CA 94965 

Date that contract was approved: Amount of contract: 
Click here to enter text. $154,482 (Minimum Annual Guarantee) 

Describe the nature of the contract that was approved: 

Three specialty coffee facilities, operating as Peet's Coffee & Tea. 

Comments: 

The Airport Commission approved a settlement of un-litigated claims which included the assignment of the Lease to 
Gotham Enterprise, LLC. Amendment No. 1 to the Lease provides new replacement premises for Gotham's Tl 
location. 

This contract was approved by (check applicable): 

D the City elective officer(s) identified on this fonn 
0 a board on which the City elective officer( s) serves ____ s_a_n_F_r.._a_n.._c--is ...... c_o_B_o_a ... r ..... d.._o.._f"--S_u~p--e.._rv--i ... s_.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., SF, CA 94102 Board.of.Supervisors(@sfgov.org 

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

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


